
78'111 CONGRESS 11OUSE OF REPRESENTATIVES REPoR
od KSemSWon f No. 1079

REIVE'NUE' ACT OF 194.3

FE'BRUARY 4, 1944.--Ordered to be printed

MIIr. oOIvroN, from the committee of conference, Sllmflitt(1 the
following

CONFERENCE REPORT
lTo accompl1)any Ir. It. 36871

The cornmittee of colnferi-ence onl thl (lisagreving votes of thre two
I losses oil tflie anll(n(ldlenlts of the Senatet to tlihe bill (L-I. It. 3687) to
p provide revenuet, and for other purposes, having met, after full and
free (cOlnference, hal(ve migreed(l to recommend n11(1 (1o recoimend( to their
resp)ect VP IHouses as follows:

IThat tev Selate recede from its vle(lemeinvlts numlibered 2, 33, 52,
5,1, 6, 97, 98, 99, 100, 101, 102, 10:3, 104, 105, 10(,' 107, 108, 140,
1O5, 185) 187, 200,'211, 214, 215, 222, 223, 224, 226, 227, 228, 250,
258, 276, 279, 285), 286, 292), 294, 304, 305, and,306.

'T hat t he H-louise r'ece(le fr'om its (disagreelmenlt, to the 1111meul(lmnrelts of
tlh Senate numbered 3, 4, 5, 7, 20, 21, 22, 23, 24, 25, 26, 28, 38, 39,
*i1, 42, 43, 44, 45, 46, 48, 50, 5 1, 59, 6t0, (t2, 6;3, 64, (;5, 66, 74, 75, 76,
77, 78. 79, 82i 8:3, 84, 86, 87, 88, 89, 90, 91, 92 093, 94, 95, 96, 110,
HL II 2, 113, 114, 115, 116, 117, 118, 119, 120, 122, 123, 124, 125,
127, 128, 130, 13'1, 1:32, 133, 134, 136, 137, 138, 1:39, 141, 142, 143
145, 14(6, 147, 149, 1)50, 151, 152, 15r3, 154, 155, 156) .157, 158, 159,
160, 161(, )162, 163, 164) 166, 167, 168, 169, 170, 171, 172, 173, 174,
17.-5, 176, 177, 178, 179, 181, 182, 183, 184, 188, 189, 190, 191, 192,
193, 194, 195, 19(, 198NI, 201, 209) 210, 216, 217, 218, 219, 220, 221,
225, 229, 230, 231, 234, 235, 2:36, 2:37, 238, 239, 240, 241, 242, 243)
244, 245, 24(;, 247, 2481, 251, 254., 255, '2561, 257, 258, 25,9, 261, 262,
2G3, 2(14, 265, 266, 2f67, 269, 270, 271, 272, 273, 274, 275, 277, 278,
280<(1, 28t31, 283, 2284, 287, 288, 289, 291, 293, 297, 298, 300, 302, 303,
307, and1(1 :308, amnd agree to tlhe same.
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IREV'ENIJE ACT OF 1943

AmendmenI8lt numbel~treds 1:
IThatt the I1 lose recede from its d1isagrlev(l('int, tO the amendm(lIlent of

the Senate 1111Itll)('e(I 1, flul(d agree to the snhleC With an aIUII('huinelt
as follows:

In lieu of the m ttertpro)t'oposed( to b)e iniiser'ted by the Selinte a1elnd-
men'lt, inlserlt tdw foflow)illg}

[|l) th/l follolwing/ t(ale, l Sectionl nlum7bher ec(losedl il p)arifeltht/ses following the
descript ion of the sibl)je clt noatltr olf (I sccliol, . iiet/)cion, or paralgrp(lph of/this Actt
indlictes Pel/r1)rol'i.sio)l Of tihe I internal lIi{clmilllt' (C0(1de (1mclnlledlIC b),/ Su/ch section, sub-
sctlil, o"' p lirar ir lph of this Ac.1

VITABLE OF (A'(N''ENT\ST8

TITLEI---IN)I, Il)U.I AN)(AN /ORPORTION IN(COME: TAX 1ES AN!) 11 ITJIIJOLl)IPN OF
'1V X A.17T Sor('I Ox 11 (ta :S

Se'c'. I(Ot.
iS'(r. /0J?.

(a)
(b)

Sec. /03.

Se(- . 4.

1(fl.

(a)
(1,)

Sec. Il0b.
((a)
(/,)
((*)

(O)
(b)

sIC. 108.

(a)
(b)

iSecI'.

See.

109).

I 1.
(a)
(b)

SceC. 1 1.

Sec. 112.
(Ia)
( b)
(C)

,S'ec. 113.
(a)
(b)

,c. I
SIc. I

Sec.. I

14,.
.

I .

((1)
(b)

S(c. 117.
(a)
(ii)

ISec. 11.
(al)
(b)
(C)

ITo.robfsce tyea tl^o whlli.h amendm1r))entls appl/)icablse .
,ItE'c)rilivtel t(l.a Oilio dvliditiIO /s with/ qross jinco me fromn ccrta'ill

soutrce 1)1 s thlali $3,000 (sec. 100)-
I11 r/eI/c/al (sec. 40()01
T1c/hli icol (olndncint: Opt ionial t(lax i7p)p/)lic(leb1 tlo citizenI entitled

to bn ct./ils of settion 25')I (S11'. 40)/).
I)trl('l'illitionl of- status for purpose/).s5 of- 1)erso7al e(x'elm/)tioll and

(.1l/lit lvf 1,l,/cnndtlns (sce. 21"' (b) (3)).
1tc(dliCtill OJof e/iks ill CIISI OJ short y/ea(lr lililted to jCOpJa1r7d?/ (sec.

JRcturins of ineomce (sc."-)1 (b)).
1)1 flrmnltion of .thllt1s (see. .51 (f)).
Joint rcthurns 1he:re spouses have differentt t(lllbtle y/e(lrs (sce. fil

(bs)).
1 tilorl IllJ,.
('/uzngyv ill rote (seC. 4,.50).
IIIeal 1)1 credlits Ciqulint Iictor tax (see. I53).

citll leo1(Iamenedinvdts (sees. 46 (1a1(1 3/,).
Repeall of cairn ditn1come Cre(dCit.
/I qrl'iralC (sees. 25 ((a) /X (d), (1,,d 18/5).
aInled illcolne f101r1 sonrccs without UTn ited States (sec. 11(6 (()).
(Cet'((itl fi.cal y1(ear taxpay1,}ers.
Ill qreieral (SIC. 10s).
'a'Ix.a'(lble' i ears to whi ic/h ap)pliCable.
lI Clusi.ioll //lnn gl/o.s inllcolnc of milustering-outl pay of members of

armn 1/. forces (sec. 122 (b) (14))

L ost-inl, Jfir..-O it in enltlir!,.
Ill general (Sec. 22,), (d) ((6)).
PifectiltteeIlif.l
D)ci ll otf dedluct ion for(,- Illcra(i 'xCi5sC liXes lt) deC(dlictilelC ui tiller

sect liol 23 (a) (See. 23 (C) )
I)'d ntiion tfor loss)s8 o07 s1CilrilieS inL (7 lii iaited corporations
Sltoin losses (sec. 23 (g1) (5) (M))
lond lw}.st; (.vct. 23. (k;) (:5) (11)).

|1Tl.c'ubtie years to wlh/i ic/ alp)p)licabl)eC.
Part, iallyl!/worthle's tba db)ts.
171 (7ne(1a11l (N1(C. 2?3 (')).
) ('18 to wiIchli alp/)lietald.
( or orttetrib/ut 10ion18s to vclcrantes' o0/gallizations (seC. 2.3 (q)).
S"piciail dc(l'tiieion for l)1i7nd/ (";(C.?3) .

(Citlit for dilvidltIdS /)aiid /)ofil rl11r( stock of 'pblloic utilities.
I)iidends inpl idll a1)1(1 elccu mulateld (see. ;28, (h) (1)).

SloJtok i5slti(t to re/)/lace (eviti-Win securities (see. 2.26 (h.) (2)).

Reln.718 by orgin ization s xVbnPt -from taxation1)1.
I,,a l to (wshic. applicabl.
)PcXaltics in l tlnectionl w-it/. ;timatcd l.

/It (/l'7 (Iet (Se'c. 4)t )

/cC'(/I c1itm(/l* RInvl7/ill (sec(. 80 (b)).
T'.xtlltIharts to( il ichI/a)pp7cable.
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REVENUE ACT OF 1943 3
Rack pay -attribtdable 1o prior years.
In general (sec. 107 (d)).
Technical amendment (sec 107).
Taxable years to which applicable.
Election as to recognition of gain in certain corporate liquidations.
In general (sec. 112 (b) (7)).
Basis (see. 113 (a) (18)).
E'@'ffective (late.
Reorganization of certain insolvent corporations.
Nonrecognition of gain or loss on certain reorganizations (see. 112

(b) (10)).
Recogiiition of gain or loss of seeni ityJ holders in connection. with

Certain corporate reorganizations (sec. 112 (1)).
Basis (see. 113 (a) (6) and (21)).
Technical amendments (sees. 112 and 718).
Ni.1fective date.
Reorganization by adjustment of capital strticuire prior to Seplem-

ber 292, 1938 (se. 113 (a)).
Gain from sale or exchange of property pursuant to orders of

l'Fe(leral Communitications Commission.
In general (sec. 112' (in)).
Taxable years to which. applicable.
Percentage depletion for flake graphite, vermiculite, potash, beryt,

fieldss par, mica, talc, lepidolite, barite, and spodumene.
In general (sec. II1, (b)).
Discovery valu3 (sec. 114 (b)).
Definition of gross income from the property (sec. 114 (b)).

rcenttlage deplet ion .foi flake graphite retroactive to 11)43.
Terminit ion. of percentage dcpletion for certain minerals.
]Et'xcluision from gross income oQf certain cost-of-living allowances

pai(l to civilian o/licers andl em plol/ces of the Govern ment stationed
outside continental United States.

It general (sec. 116).
Taxable years to whu ich applicable.
Aronrecognition of loss on0 certain railroad reorganizations matrde

retro(Ictive to 1939.
Amendment of section 112 (b) (9) (se.' 112 (b) (9)).
amendment (f section 113 (a) (20) (sec. 113 (a) (20)).
lAmendment of section, 1,: (1) o.f the iReven ue Act of 1942.
Gain or loss upon the cutting of timber.
In. general (sec. 117 (k)).
Technical amnen(lment (sec. 117 (j) (1)).
flfective (late.
Acquiisitions to eva(lc-or avoid income or excess profits tax,
In general (sec. 129).
Technical amendment (sec. 45).
Taxable y/cars to tv/ihich ap)1)1cable.
Disallowance of certain deductions attributable to business operated

by inldividuiil (It loss for five years.
In general (sec. 13'0).
Ef1'ective date of aminend(linent.
Technical amendments relating to foreign tax credit.
Li mit on credit (sec. 131 (b)).
Taxes of foreign subsidiary (sec. 131 (f)).
Taxable years to which applicable.
Ealtension of con soltidated returns privilege to certain corporations

(sec. 141 (e)).
Nonresident aliens brought, into- -Untc1d States under authority of

JIV(ir manpower Comimiss~on (sec. 143 (b)).
CIRl..f in the case of excess deductions ovf estates and trusts,

In general (sec. 1629 (d)).
Effective date.
Tru1sts for maintenance or support of certain beneficiaries.
Income for benefit of grantor (sec. 16(7).
Taxable years to which applicable.

Sec. 119.
(a)
(b)
(c)

,Sc. 120.
(a)
(b)
(C)

Sec. 12".
(a)

(b)
(c)
(d)
(e)

Sec. 122.

Sec. 123.

(a)
(b)

Sec. 12.4.

(a)
(b)
(c)
(1)
(e)

sec. 125.

(a)
(b)

Sec. 126.

(a)
(b)
(c)

Sec. 127.
(a)
(b)
(c)

See. 128.
(a)
(b)
(c)

Sec. 129.

(a)
(lJ)

Sec. 130.
(a)
(b)
(c)

Sec. 131.

Sec. 132?.

Sec. 133.
(a)
(b)

sSec. 134;.
((a)
(bi)



REVENUE2 ACT OF 1043

SIc. I3 5 . A1lI wil fire ilIsuranle Co panliecs issiing perp)etual policies.
(a) TIx(ab.(lblytI/ wider seCtiO71 201, (sec. ?014 ((1)).
(I) ('rl)8s int'omel (se'('. 20()v (b! I)
(c) I)ividewls (Sic. 20/, (c) (ii)).

(ci) otaxabdilit' under sechtion2107 (.sec. 207 ((1)).
(c') leal ctatoe; bom(l premitim (lrl( dliscoulnt (see. 207 (c) and (d)).
(f) TI'(IrOIx lc ic(cirs to 1IC/I a)/)lIicable

Scc. 136. /I'thlt/ obligcations.
sec. 137. tlatus for within holding at source on wages (sec. 16'22 (h) (1)).

TITLM 11 ----AX(ASS PROFITS TAX ANI) PJ)S7-IW1AR REFUND OF HXCESS PROF'ITS TJAI
PARIT l- -h1(XCESS PROFITS 7'.tx A.ME Un.8IENTS

See. 202).

.Sec. 2!03.

(I)
(b)

(c)

(a)

(b)

(c')
Sce'1. '!),4,

(a)
(b)
(r)

Scc. 2?()0:).

(a1)
(b)

(aI)
(b)

. S'ccf. 82.'
(a)

(b)

Sec. 2(0.9.

(1')
(ul)

(t)

(f)

SCc. 21.50.
(a)

(b)
(c)

(ii)
(e)
(.
(W)

".c,% 25
(o)
(b)
(r)

Tt'1.robtdlcye/'air.s to wh7/IichIamewbitwiints (ap)p)licablIe.
1IMIOW(.S'e 11 C rceSs p)rfits toax ratc.
/n,aq'eeral (sec. 10 (a) (1)).
Tee/mitil(ic -mmeadntieti relating to public Utilities (sec. 710 (a)

(M) (1B)).
('r(ulit foe income S ubject to cxr'ess profits tcx in special clseCs

(sec. .W, (!-') ) -

( 'ciiii ill fims(iI-ycalr tulx/)ci /'rs.
(C'ompibitioii of t(ix for taral ble y1ears begirbing in 194,3 and ending

in 19I'. (Ser. 710 (a) (4)).

('mpitdation qf lax for ta0.rlc yceir begbir ing in 191,1 and ending
after Junoe M, 191,2 (see. 710 (a) (3)).

ToJ',0ifile~ Ycar1Zs lo tlwhichl (ipl/)icbl)e.
irl c'(!isi' ?il .S/)ecilje16 (.X('Itl /)t lO

I1 g'elneral (mec. l (b) (1)).
| 1 | 11f 1I 1( I i. 111(. 11t (s ee. ()

( '0 (l iibitdul'c IrelutIlc s (sec. 1,;1 (c ).
/biulcit ou of (ncess p)ofits Cr/leits blCsed on iiwested capital in

ucrtin l,.ifir ,l, s (Sce. 7'/..,)
1~l l clq *of rehe d/fgran!1ted a-/er section 222.

In ynte'wr(dl (s e. 2.1. ).

Taxu(bli 1/cars it'/iw app/)licablc.e

sTaxabb(,{Z Zlltowhi{ aplicble
I\O i c(le ioilinutuwdhit(seet.in in stri(swt3 dl:t3l) resource.
T(r/*,t. it scl a,,,,(I,,,I,,,t;I (;c.7(,3-5).

) J)¢ esefi .tii)) W;
(1) 1i 'tiat *)of I'lesSor'", ''ntltiral gas company'', tC. (see. 7?3.5 (a)

(1),-!),(f;S a(5) (1/l(.)).
(2)! D)c fi iionii of "''imbir blockl'' (see. ,.,. (a) (8')).
(2;) 1)c ition of t it 71 t ib icollae (swe . 7,'3 (a) (ii))

) \on lcixitatulu hii(womca' (sec. U-,5 (b,),
),/)/)liationl 'i'herct (C.XC('5s. )rolits crcf(/it (com07t1)lltfd idclr income

crc-c/it (sec. )II (a) (1)).
) JI)/licati7ll 'c1w'r eC.;eSs profitss credit comn putcid 1ii lidC invested

clpitall crculit (s(c. 711 (a) (2?)).
) orotrImet ive ctjielt of ametacdcnact ts affecting reso rees.

hrxeilpt Corporations (sc. 7',2, (i)).

1P)41:7 II T4-REFSUN-OF;1 II:FUI)O EXCESS PROFITS TAX

IP'os/-war refu ad of (-'e(,ss profits tax.
(Urccil in case oJ fiscal year beginii i(/ in 191,1 wnul cticing after

J1 tine 30, 191-,) (see. 780 (a)).
'1'Twi7sf ir'-s to MICCC5O),s of taxpayerl, (seC. 280 (c)).

I'..ri'am/)ptioni c)f p)roc'rds b)0(1/s frou tl.a (sec. 280 (di)).
i/itills all1(1 1Iil;iieS of successor (Sce. 780 (f) andl? (g)).

I"Ifed't of ii.fi1 (S c'c. 7 (b)).
Lii iitatiotl ('71 /po(st-war credit (sec. 781 (cd)).
'T'ux(ab1c i/ears to whltc/i app/)licablCe.
7''/I iea{ l tic1moment to c're( lit r(fodbt rctircm lt' t.
171 q1ra(11 (:(;r'. 783' (b) (,))
TIt'o nble yelor:s to wlh/i c/it ppj1 luivcibltc.

J'Nuctioai lewith rcspic to /)rior taxableli' yeCar1s.
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REVENUE ACT OF 1943 5
lTLE 1II--Bxciss TAXEs

Effective date of Title III.
increasev in rates.
(a) In general (chapter 921).
(b) IEffective (late or period of certain increases.

(1) Cabaret tax.
(2) Billiard and pool tables and bowling alleys.
(3) Telegraph, telephone, radio, an(l cable facilities.

Persons making fur articles *froJn pells furnished l)y customer
(see. 2401').

Suspension of manufacturers' excise tax on luggage (see. 3406
(a) (2) ).

I1.remption. of billiard and /)0ool tables ifl hospitals I'rom, tax.
(a) In. general (sec. 3268 (a)).
(b) Elffective date.
.Ichnical amendment of manufacturers' excise tax on? tires and

fimner tubes (sec. 3.0 0).
Termination. of certain governmental excise ltx exemptions.

(a) (/) Iax-free sales under chapter 19 (sec. 2406 (a)).
(T) 'lax on pistols and revollers (sec. 2Sg100 (b) (1)).
(3) T'ax on firearms, shells, and cartri(dgcs (seC. 34107).
(4) 'axoIn electrical energy (sec. 3411 (C)).
(;) 1(Tx-frce sales umldei chaI,)2(r.;I?..(s(e3142).
(6) Credits ant refunds of taxes imposedt by chapter ,29 (sec. 34,43 (a)

(.3) (A) (i)),
(7) Tax on telegraph, telephone, ra(lio, antdl cable facilities (sec. 3466

(a)).
(8) T7a(x on transportation of persons (sec. 3.461) (f)).
('9) T'ax on transportation. of property (see. 34175 (b)).

(b) (1) Period with respect to which applicable (sees. 2,40(6 (a), 4t11 (c),
an(l 3.1.2 (3)).

(2) IRelatin g to airtil es en u m crated( in, secl ion 3404.
(3) Relating to amen(lmencr of sectionf 3443 (a) (3) (A) (i).
(J4)Relatin to amendment of section 31,66 with re.sjiect to taxes imposed

b!, section 34j6,(5 (a) (1).
()) Relating to amlen(lments of actionon 3.4S69 (f) ().
((1) )(Jinition of '"date of the terminat ion of hostilities inl the present

(c) 11uthorizat ion of e.remptions by 8erretary of ilecasuryl with respect
.to art ictes or services )urchasdc(Ifor the extiusimi use oJf thc (United
States.

Floor stocks talxcs.
(a) Distilled spirits (sc(. 2800).
(h) Ferlmented( mailt liquors (see. 315)0).
(C) 1tVines (sec. 3194).

IDra back on, (listilled spirits.
(a) J)islilled spirits exported (seC. 2887).
(b) D)istilled spirits used in mtnuf'facture of certalin nonbmeVeage prod-

ctCls (see. 32;50 (1) (5)).
(c) D)istilled spirits lithl respect to which applicable.
(d) 1Time of eligibilily for (Ira i-back with respect to (listill('(l spirits used

inF ?n8(luffltcre of CertinonSb etCeraeproducts (sec. 3250o (1) (1))
(C) Timelfor jiling claim for drawic-back with respect to distilled spirits

use(l prior to effective (late of title Ill of Act.
I;remption of silver-platedfflativare fromt tax on jewelry (see. 2400).
1e peal of manufacturers' excise tax on vacuum cleaners (see.
3406 (a) (3)).

TITLE I V-POSTAL RATES
Effective (lale of Title IV.
Fistsi eI(Iss maI~il.
Increase in rate for local delivery.
Increase in rate for air mnail.
Increase inl rate for fourth class mlail.
Increase in rate for mHoneyj orders.
Increase in fees for registered nail.
Increase in fees for insured mail.
JReceipts on registered mail and insured mail.

sec. 301.
Sec. 0,2.

Sec.

Sec.

Ser.

303.

30.1.

305.

Sec. 306.

Sec. 307.

Sec. 308.

Sec. 309.

S(c. 310.
Sec. 311.

S('c. 401.
s&c. 402,).

(a)
(b)

403.

/I0o.,
4 06.
407.

Sec.
Sec.
Sec.
Sec.
Sec.



RFEVENUE ACT OF 1943

(lollctl-on-deliver, service.
in Q('ner(ll.

R'lfc ling; (deliv'cry/ u2pofn change(d Icrmins.
I)emurigrrcqe on collecl-on-deliveryi parcels.
A(d(litional fec for delivery of reglistcred, intsurcd, and collect-on-

d(leilry iiadl to atddressee only.
Term il at ion of iflClercCS.
In Ven('ral.
De)firnilion of term determinationn. of hostilities in the present war'.

'I17-L0IV 111!I5CELLANEOUS E.TATEV 'AX AND GIFTSAXIIt.MENDIVENT.A, AND

OTHuERi AJIfS(!l.xLJA ROS A1M ND.MfENTS A )D PR:OVISIONS

8c'ee. 601.

";Cc. 6502.

Sec.

Sec.

,N'cX

603.

50,1.

/105.?5(6.,

(a)
(b)
(c)

((1)
(b)
(e)

Sec. /107.

(a)
(b)

Sic. 608.

(a)
(ii)

Scc. 609.
(a)
(b)

8ec. 610I.
(a)
(bi)

.S'Cc. fi I I.

(a)
(b,)
(c)

Sec. 12a.
(a)

' (b)
Sec. 613.

See. 60 1.

,Scc. 602.

kSec. 701.
(a)

(b)

(c)

(d)

V(alb(ltialon (,f w1 list('ed stock anIid seCurities for es1(ate tax pllrpsCS
(secc. I (k)).

Certain discretionary, trusts in Con section ilh gift tax.

AmIlclendmllntll of internal 11'even ilu Code (seC. 1000).
u'tndmnen t of the Ic'li'Clluc A't of 10.92.

Initr/est oil ovleeaymJea!nts.
Usc of comniSSi(illoels InI caSs before The Tax.a Court of the United

States (sec.

!?etioact'(ity of seven- year statute -of limitatioils relating to bad

E'.tnIs'ion of limule in con fleetion with release of powers of appoint-
nicili.

fl'e peal of certainz provisions of tlhe Current '[ax P(aymenlt AIct of
1/943 retitin!t to increa'sed income.

Iii (tei(' riitv.1 l,

I7 fl /c iteral.tt
Imiii portaitioni (oSf tlstandard new.sprnint.
Inl yclierail.
EfIfective (date.
Kr'i,r ption fromfliitx on plmii/if cards exp)ort('( for uise of armed

fore'Cfs,
In yejcraneii (..C. 1J,'`'.).
|' lr(PctimE d/ate.
It'roacti'( e(,bct (f section .109 of RIce(iwe ,lCt of 1942.

I'lacien raI.
Certaiin trans18ferees.

(tCapd ql al lo1(t( wnderdclaredI value excess profits tax.

7ln general (.secc. (0,2).
I(L.talb/c years to ivh ic/ app)/lic(able.
i)isclfaimned legacies passing to charities secss. 812 (d) afnd
861 (a)Y (3)).

Deduction in casc of citizens and residents (sec. 812 (d)).
I)eduction inl case (;f nonresideCs not citizens (sec. 8(61 (a) (3)).
EStiites witit respect to 'wh ich/ (a mendlments applic(llCe.
J)istributiO), by personial holding companies (seC. 115 (a)).
Ii1 rgeneral (see. 1/ (a)),
Effective (date.
Period *f limliit(tions in case of related taxes under chapters 1 and 2

(sec. 3807).
In geflcral (sec. 3807).
Taxable y/Calr's to which applicable,

TITLE UINE--FEERL EMPLOYMENT TA1XS

CIredilts against Fe(eral u nletploymnent taxes (sec. 1(61).
(Creit against Ylederal unineploym('nt. taxes for years 1936to 1.942.

TITLE 1I ---I? ROOT) TION OF WVAR CONTRA 0TS

IBnergoiation of wlar contracts.
'T'erms ued.

A1mendinent to section 4j03 of the Sixth Supplemental National
l)efense Appropriation Act, 1942.

Tcch nical amendnllenlts (sec. 3806).
Effective dael of amnendmnenlts to section 403 of the Sixth Supple-

mental Natlional Defense A1ppropriation Act, 1942.

6
'Sec. 408.

(a)
(b)
(c )

Sec. 1,09.

Scc, 4 /0.
(a)
(b)



REVENUE ACT OF 1943 7
TITLE VIII--REPRICINO OF WAR CONTRACTS

S'cc. 801. Bepricing of wlar contracts.
Sec. 802. Effective date.

7'TITLE IX-SOCIAL SECURITY TAxES

seC. 901. Automatic increase in 1944 rate not to (a))ply.
(a) A mn(Ilel(nt to Clauses (1) and (2) of section 1400 of Yederal In-

.sutranve Contributions Act.
(b) Amnen(lment lo clauies (1) and (2) of section, 1410 of Federal

Insurance (Contributions Act.
See. 902. Appropriations lo the trust fund.
And the Senate agree to the same.
Amenhdmient numbered 6:
That the IHlouse rece(3 from its disag'reemelit to the amendlmlicenlt of

the Senate numbered 6, andl agree to tle samel Witl an amendment as
follows:

Strike out the matter prop)osedl to lie stricken out by the Senate
anmendllmlent an(1 insert the followving:
SEC. 102. ALTERNATIVE TAX ON INDIVIDUALS WITH G"ROSS IN-

COME FROM CERTAIN SOURCES OF LESS THAN $3,000.
(a.) IN GE:NEv'RAL.-Section 400 (relating to optional tax) is anmended

to read asf~ollows:
"SEC. 400. IMPOSITION OF TAX.

"Int lieu of the tax, imposed under sections 11, 12, and 1,50, an indi-
'rjidual who nialkes his return, on the cash, basis may elect, for each taxable
?,ear, to Iay the tax shown in the following table if his gross incorne for
such taxable year is less than, $3,000 and consists 'wholly of one or more
of the following: Salary, wages, compensationfor personal services, diii-
lends, interest, or annuities:

"Single person (not head of family)

And the number of dependents is-
"Ifthe gross income _ _ _11r

fs--- ~ ~~~ I | | 4 | 0 7 or more

,IAt Icast h3!ut less The tax shall be-

$0$625 $0 $0 $0 $0 ~~~~~$0$0 $0 $0
25 50 1 $000 0 0 0 $00
650 675 6 0 0 0 0 0 0 0
676 600 10 0 0 0 0 0 0 0
't00 6S6 14 C 0 0 0 0 0 0
626 650 19 0 0 0 0 0 0 0
650 676 24 I I I 1 I 1
676 700 80 2 2 2 2 £ 2 3
7M0 725 36 8 3 3 3 8 3 3
726 760 40 3 3 3 . 3 3 3
760 775 45 4 4 4 4 4 4 4
775 800 fl 6 5 6 I 6 o 6
800 826 fi 6 6 a a (1 a 6
826 860 61 6 6 6 6 0 I 6
860 876 66 7 7 7 7 7 7 7
876 900 7! 8 8 8 8 8 8 8
600 925 77 10 9 9 9 9 9 9
05,;i b150 82 15 9 9 9 9 9 0
960 976 87 21 10 10 10 10 10 10
975 1 0()0 2 26 11 11 I I 11 1t 11

1,000 1,02I 97 31 it 12 1f 12 I 1I,026 1,050 10/3 38 12 12 If 12 I 1
1,050 1,076 108 41 1I 13 13 1.1 13 Is
1,076 1, 100 I Il 47 14 14 14 14 14 14
1,100 1,125 118 52 15 16 15 15 15 15
1,126 1,150 124 57 15 16 15 16 15 15

9.869604064

Table: "Single person (not head of family)
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IREVENUE ACT OF' 1943

{Siit, l prCson (nof head f

A nd the itnumnber of dreIdeit.es Is --
"If the Q(I's. fico l-i

$1 1((st'

1,I'; I o''

1, e.1,1,0..

I, '?, I ;

I I ?,, ' ,1 !,I.
I I 2

1,.'.1;, J 41

l,.5is. ' 1 ;
I'i 660

I)" 1, 7W'

1, 4') 1. ,7°
1, '9S 1, 7,,,

1,'~i I, 6S?I.SIM

1, ,'.5 1 7tf)
1, 95'S) 1, I75
I, 73y'. I, f;;'.i

I, 7:?., I (Al')
Y1,I80 1, '.'1,57;", 1, '.ti(

),9'W) 1, 7,
1, 92.5 1f.it)

1,97.S 2 .S(Yt

RI , eS... I. -,!sgIf

i()57 1. 6)

1, 7Z.5 I 7.5)

I f er I .9 }G

2. ;')7 .5 .s

2,4t 2.4765

2, $6?, 2, 9'),

2,37215 . I;)!

2, (',5 ,95(13
2o, 2.30 2, 161'
2. 66(1 2. '17.5

2, 1676 2,700?Xr

2, 760 4,2.7

2, 826S 2, MOS)
2,,,)8 j £, 81,;

2,.~IW 2?, 1S)26

2.92.,; 2, S,5 )
2, 960/ 2w, t17;
2,9,.7 .°, .00

0

.,'/.e u -.

I. ..I P? . I.. .1 .! 4. . I.
Th taI V1 ,s1111 bef --

1,1'.1
I

1.3"
1.1.3

I ,7

1491I.'?

712,
21!7

21,
2?7
259

2.i!J

29(1

Xi50

3,13N:II

.'1.

S'll

3,1

.17$

.39')

,9!,

.?5.i

.,jR',

452

483

464

.589

01

607

61.1;

(I3

...
P.

OS..

214

2i'.

fig"

I

1?

161

,I,,

17-'

1.',1
;1'S

03S

21$1

239

417;

,sp)

27

2.18

29?l
?1."

'11
.51!,
328
S ,,!1

°,,!)

315
.591
31111

X.17

433)
.528t
.'JI.Y

t1.' 61,
1 719 li

6 ~21)I ' .i

.57

1!3 "./!

1, 60*1

1 j7 °i

99

95 .1(1

M., 961,

168 {it/

s11 4'.
,9., .'126. 6(?1

117 0.5/

Ilef Ifif)

M5 59r;

1 ,7 81I

?39E I (,/I?3 91
2161

1t; IMn178,N 1)12

I7 190

t~t1.') 1I..19

21(1t 1 17{

P21 1.5
22'7) 16;.

24't; 18;(

R9513 l 5

.11;18

19625

2);? s,'t)0

27? 211
28.1 21,18
2.YI ,221

29.3 297
3'(); Soo:;271 2.1.2

2S15 r7

325 2s.SY
31Zc0 263;S

3~n 273

,.361 294.
.200^I If

37711 .206s
3'77; 310

'7
1.Y

,?3S

1

f

.?9
2')
21

.?5
?.,
7

.?7

-it)

~13,

.31S;'

176
186

.38
3h9

397

41

217

fti 1
S7'

823

71 1
11I
124

i,;
,t;!I
166'?
1R70
17'6

3.(1.5

27.1}
258

21.3l)
l2i
124.2

$16;
17
Is
I)
1.9
2')
1I
21

2.1
2.,
25

2,

2!)29

.30
31

.3'

..36

;7f
38
39
.3.
36
311

*5t)

41

42
45
I,1'

48

46
46I
489
4,3'
49

606161

6:'

(;7
I,).
78
113
88
1)5

1045
It}.)!
114
121)
126
1.30
135I

14111,61

161
117
172
177

8

6 6 7or more
I.. ._

Ist;
17

19
Ili

21
.21

2.,

Z,/
.9,

25

2;
2,
?7
28

2.9

*It)

.3,.)
31

3.3.
.3.?,.S;
¶1,5
.26

37
3S'
39

.29

40
.51

42

42

$4

$6.5.S

67

7

.58

49

.30

1
61
6f
63

66I

67
67

.84

6(10
;10
(;I

t;.9

7;5

79

9{0
.,3.

1(1,9
110

t16
17
18
18
I,
2(1
21
2?
?,

211

27

28
29

3I'

30(

32.

3i5

4 1S
4Pt

36

3,7

S8

40
4!

42h

4.2

63

I6,

46
46

47

48
49
60
61
61
62
63

.54

61

I'.'7

66
66
67
67
68
68
60

(17

('41

(195

I7(1
714

I!.



9REVENUE ACT OF 1943

"'lrirried person making separate return

IfJthce rost Invaitm

,.11 h'I).*(! ButJ lFSs

to___ ...

$0 $'N()0
(iS0 ,7fj
(670 700
,to 725
7 Y/5 7.0f)
760 775
775 80/
0)0 S25

I826 S.50

876 .'109sK IOS)
9265 960
950 97,,6
9765 1, O)

1,'0 1, (25
1,025 1,050
1,060 1,0)6
1,0I76 1, 1(10
1,1 O I,,6
1, 126.i 1, 160
1, 1.50 1,175
1, 175 1, 1)0
1, e00 1 2,225
1, 226 1, 15(
1,9.50 1. 276
1,276 1, 3?09J
1, 300 1, .526
1,326 1,350
1,360 1,376
1,375 1. (Y)
1,400 1, 426
1,426o 1.450
1,.460 1,4J75
1, 476 I,5,V)
1,600 1, 6265
|' 5?6 1, 6.50
1 aiO 1, 571,
1, 5-,5 1,600
I /;Oq 1, 625
1, 625 1, tho
1,650 1,675
1, i7.5 1, 700
1. 7Q) 1, 7).5
1, 7e; 1, 7.50
1, 7)0n 1, 776
1, 775 1. S()
Jh80,) 1 Sv'.
1, 826 18 0O
I, S60 1. 876
1, 876 1, 900
1,900 1, 92'°6
1,9AM ,9060
1,t9.50 1,975
1, 9765 2,000
0Y)0 2f, 026

2,.026 2,050
2,060 2,07.5
2, 07.3 2,100
,10) 2. 126

2,l26 2, 150
2, 160 2,176
2,175 2,2o0
2, to0 2, 226
2. 22f6 2, 25o
2, .50 2, 276
2, 7 ,2800
2, 700 2.515
,26 2,2..50

2,3.50 2, .576
R.376 2, 00
2,400 R..gfi
2,426 Q,4;0
2,450 2, 47.5
2,47, 2. 60
?, 600 2, 526
2, 665 2,650

1ebid the nnumber of fepend(tenta Is-
I-- _ ._

0 1 1 2 t4 6
1---. L

$0

.7

11

If;

16

2';
32
37

.57
6;2

.5 I

68

Ito

11(5
110O

63

131.126

1.41

151
157

167t78
78'

18i

194
919
105
10

120

16
151R156

157
21;6

2167

271
277
283
27

108
1513
318

204

2029

215
265

t30

2361

271

381

286
2(11

27

$0

4
6

66G
7
8
9

9

10
11

1Y
17

.S,
43
48

64

[p)
69

8'0

9S6

101

Ili
116
132

1527
132

'37

1.52

14s8

163

168,

168

17.5
'79

184

189

195

200

2)0

216
221
226

231

2.7
252
267

R211
2(18

273
278
283
288
29'

304
309

314

3300

.S

6

7
8

10

12

12

1.5
14
16
15
16

17
18
IS

19

1

1

29

9.7.5

60?

6065

11

7's
1
86

97
104
107

(16

118

1236

128

138

1

149
164
169

16,5

170

176
180
184
lDI
196

211

27

243s
24{8
263

258

$0o

2

4
6

7
8

.9

9
10
II

12

12

13

1$
15
16
16
17
18

18
19

20

2)21

27
27

29
80
30

31
3e
33

3.5

.56

41

61

67
72
77
82
88

03
98

1031
108
114
119
1e.$

136

140
146
160
165
161

1661
171
176
181
187
192
197

6
4

15

f;

6

16
1617

8

.9

19

10

11

10
12
1.5
14
16

16

16

17

18

18
19R

20

1
21

2.5

20

24

2.5

26
27

27
8
.9
30

30

41

32

4.1~

.33

.44
36

50

37

38

39

39

404.5

10

41
45

47<
452

,58
63

68

73

78

89

,)99
106S
110

1165
120

126

131

$0

6

6l
7
8
9
9
10
Il
12
12
13
14
15
16

17
18
18
19
20
21
21
22
2.5
24
24
25
t26
27
27
28
29
3s
so
31
32
.5.5

34
35
3s6
36
37
.58
89
.59
40
41
42
42
43

44
45
46
4,7
48

50ioe
61
6*

.53
64

6B

64

I6 7 or more

$t0

3

46
66

7
8
9
9
10
11
12
12
1s
14;
15
16
16
17
18
1.8l0
21
21

24
24

26'
27
27
28
29
380
.50
31
32
33
.538$1Si
36
36
36
37
38
39
39
40
41
41
42
43
44
46
46
40
47
48
48
49
50
61
61
62
63
64

666
67
67

_-

I
*

4
5
6
6
7
8
9
9
10
11
12
12
13

14
16

Itt

17
18
18
19
20

Is21
23
24
24
25
27
27

29
so
30
31St
.53
33
it.
36
36
37
38
39
39
40
41
42
4*
43
44
445
45
46
47
48
48
49
60
61
6t
65
63
64
64
55
66
67
57

7Thtaxtl shall Ise,-

9.869604064

Table: "Married person making separate return
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REVENUE ACT OF" 1943

''arfried person mflakinzg separate ret uri--Cmilinuicd

And /ht nrumber of dependents Is-~

o

4127
417
4m
42es

4138
4 49

461
4047

.497

I 2

341
84-111
3.5il1

.5(177
,3,', ?
38S7
393;-
3951i
403,)
AM8
I'1l
419
4 e4

2 7.4
279

0.5(8(11sit;
.331

.542
84,7856
1,5)7

. 5

Thei laz thai be-tlg

218

i213
2233

234

2490
2645

uI)

29I

I ';,
1,57

MIR

178
IIS8
1.98
20$209
2I1$#
219
RR,$

$/.1750
8,5
[Y)
95i

11IW
'0';
Ill
I 16,
1e1
127
1321
1.37
,142
148S
163
16s

44(JA~rrie peson hos g~?~isn ro~ss jineome or (2) married person miaking
joint return or (3) head of family

I8 Aadlt he1( n u in 'ilr of (lependn I v t

I 0 1 or moire

~ ~ ~ .II I_

AII least Blub s 1/ioulha

to
6.5")

700)
72.

7.50

776

81K)

9250

9715

90)

921.5

1,

1, f)2.5

1,0.51
1,1)76

1, 1)725
,6o')

I, t50

I, 2,i,

1, 6(0f
, 6126

1,67.0

7600

7601

87.5

9W)

1,151)

1,02.5O
1,0.;')
1,07.5

I, 1005
1,12
1,
1 ,1

1,

1, 260o
1,

1, SR.5
1,350
1,

1,47

1, 600

1, 626,

1, 600

1,676

Th1'ltar shal( bie-

2

.3

6,

8

9

9)
10

I I

145
I'l

17

1 SI

119
P12
2?7

37

48

6)3

658
6,1
69

74'

79

9.5

100J

to

.3

3

6

7

8

9

9

10

I I

1t

1.5,

17

1s

19

VI)

21

24

26
27

27

29

S0
34

2

.4
6

6

9

9)
10

II

1e

13?
1$f
'.5

16

1ll

19

I20

22
2.3

24I
24l
26)

20

27

e8
29

30

1

10

"If thet qroci Income
iA8

Al lnmit

$2, .75A

2,: 7.57

2N, o#
£: 872

2. 700

2 75

III// k(A.

2,4Sa'))
2, 661)

2 s,77

2,90)

2, 976

6 17 or more

69 697

66 61
63 6S
6? 63
71 68
7,6 691

81 69
86 70
91 71

,$0
I,
8
.1
14616
77

9.9
10
1112II1P
13
1416
16
16
1717
1s19N
20
21el
22
23

24
25

217
28

31

$0

2
3

3

6

6

7

8

9

9

10

1.4
16

16

16

18

19

2.0

28

24

26

27

27

28

219

31

$0
1
2
8

6
6
7
8
9
9
10
II
12
l2
13
14
16
16
16
17
18
18
19
20
21
21
22e
2.3
24
24j
25
26
27
27
28
29
8(oso0
31

p

9.869604064

Table: "(1) Married person whose spouse has no gross income or (2) married person making joint return or (3) head of family
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REVENUE ACT OF 1943 11
"(1) Afurried person whose spouse has no gross income or (R) married person making

joint return or (3) head of fanily--Continued

"11 the gross Income is--

At least

1,t,67.S
I, 700
1, 726
1, 760
1,775
1, 800
1,2i6
1,8650
1, 875
I, 900
1,925
1,960
1,975
2,000
2,065
2,030
2,076
2, 100
2?,126
2,160
2,175
2,200

2,25
2,250
e,27.5
2,30
2,36
,3860
, 376
, 400

2,425
2,460
Z, 476

e,660
2,676
2,600
2,625
2,660
2, 76

, 700
2,-26
2,760
2,776
2,800
2,86
2, 860
2, 876
2,900
2,95
, 950

2, 976

But Ws thlaam

$1, 700
1, 726
1, 7.50
1,775
1, W
1, 826
1,860
1,875
1,90
1,925
1,9.50
1,1975
2,(00
°.026

2,076
2,100
2,1.5
2, 160
2,176
2,200
2,226
2,260
2,216

2,3260
R,8.50
2,376
2,400
2,4.5
2.4,50
2,476
2, 600
2,626
2,660
2,676
-2,6t0
,0,685
, 66f0

2,675
, 700

2,72
, 760

2,776
2,800
2,85
2,850
2,876
2,900
2,925
2,960
2,976
3,000

Anwl the numCber of dependents Is-

0 1 2 I 3 4 6or more
I.- J T__ eI
l 7'~~~~~~~~helal r shall bet--

111
116
121

126
l1.s
157

142
1.17
162
167

163
189
173
178
184;
1S9
19'{
1991
204;
210
216
f230226

2es6
241
240
261
267
262
267
272
277
283
288
293
R98
30?0
3109
814
319
324
330
335
340
.346
.760
356
361
366
871
376

$99
49

65
70
76
8 1
86
91
9';
101
107
112
117
122
127
133

143
148
164
169
164
109
74186

1.$6
190
195
200
206
211
218
221
227
£32t
237
242
247
653
268
263
268
273
279
284
289
294
300
305
310

$pe
35.
33
3 $
.56
36.S6
.17
38
39
39
40
4'
42
4.5
61
66
61
66
71
77
8R
87
92
97
103
108
118
118
124
129
134
139
144
160
156
160
166
170
176
181
186
191
197
202
207
212
217

I28
233
238
243

pRe
.Y3

.5839.3/;3';
31

.39

40
41
42
421
43
44
46
46
4(1
47
48
48
49
60
61
51
62
63
67
6i2
637
73
78
8.3
88
94
99
104
109
114
120
126
130
136
140
146
151
166
161
167
17t
177

$92
133
33.
34
3s,;
36
37
3S8
39

40
41
48
42
43
44
45
45
4,;
47
48
48
49
60
61
61
62
53
6$1
641
56
66
67
67
58
69
60
60
61
62
63
63
64
69
74
79
84
90
96
100
105
110

".Joint returns.-Ifaloint return of husband and wife Isfiled,the amount of tar shown In the above table shall
bc reduced by per century of the smaller Income of the two spousec, but not by more than $19."

(b) TECHNICAL AMENDfMENT.-Section 404 (relating to certain tax-
payers ineligible to compute tax unlder alternative method) is amended
by inserting after "nonresident alien indiivdvli," the following: "to a
citizen of the UniAed States entitled to the benefits of section 261,".
And the Senato agree to the same.

$,l2
3.3'3
34
35
3f3
tso
37

39
39
40
41
42
42

44
45
46
46
47
48
48

i8 .
61
51-
6*
63
64
64
65
66
67
57
68
69
60
60
61
62
63
63
64
65
66
66
67
68
69
69
70
71

I
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Amemillviiet mlilmher(e(d 8:
' a111t the Hlouse t'eede fiomlol its (1 is-frl('lit to we111amli(dnelit, of

the Seilultt' 1111111)er(ld 8, 1111.i1gri'ee to (l(' stlme withtillf111 hld(llnelit,
its follows:

Stxile o)II( (11v3lill(I pl(op)ose(1 to b)e strickeull out, b)y tihe Svllite
IIIiieiiueIIIII II (1iIIe(it., tHI lol I ow i I Ir:

*SE('. 103. IEI'ERMINAITON Of' STATUJS FOR PURJPOSES 0O' PER-
SONA l ENEXE'MTIO.N A !)(N'DREDI7T FOR DEPENDENT'S.

xSet ion) 2 W( (relating to cr ditb.N for both normal tax anl surtax) is
menld(l((l by striking o1t paraglraph (3) wnd iniscrtlin inl lieu thereof the

following:
"(3) I)eterni inc ion, of Stahstu.-F-bor the p)urpolse of (deter-

wIninilg the a moldl of the pcrson(al ca-eIp)ti, an1d(1 cre(lit for (de-
7'('fldeflt.s, tI/i 5s(t/aS ol the taxpayer shaIll be detli-;mied as /f July 1
of th(' t(faable ?/C(1, unles( thi( taxable /ear (ldoes not i'nelude'(Jul'y?/ 1, in

'Ii ich, easesu' tacthutis shall be (leterm in ed as of the last (lay of the
t(a.labtle ?J((t1',.

.SEC. 104. REDUCTION OF (REDITS IN CASE OF SHORT YEAR
LLVIITED TO JEOP'A RDYV.

Section /17 (e) (relatin!;l to r'eduction of personal exemption and credit
for (demrle/neytsinacase of t. tara b/cyer) is amnend(e(l by striking out '',
except a. return made under subsection. (a), on7i accoun-itt of a change in the
accounting pei-iod'' anl inserting in, lieu thereof '11i7(ler section 111' (a)

AiidO(licSemite agicge to the smiie.
Anivii(lmeit, nlumlilwroe 9:
'Iti1t,t tlie I louise recede fromi-I its d1islugreeiuelnt t.,tlle 111011(men t of

Olie Senate ii ni berled 9, nl,,d algre(^e to filie same, with all all(ldalmlnd lt ats
follows:

Stri ke out, tliem Idte prop)ose(l t~o 1). strlickell out l)y tie Sellate
1l` 1(1VI(lli(vIlt. II,(1 itisert. thlie following:
AsEC. 10i. RETURNS O INCOME.

(a1) IDVI)IJIDUAL 1?TU1?NS.-e--- -AS tction 61 (relating to in tdui-idual. returns)
is edled by/ inserting (it the en(/ thereof the follo ing:

"(f) I)eto'rminaition of AStat us.-4-POr Mte puiroses of this section and
Section 142 (a), the dchteOi(imition, of qvhcth cr (11f Snirmllidual is ma(ried
(an lining with husband or wrife sihall be made as of July I Of the taxable
year, le(;ss the taxa blc yea r (does not in1clude Ju1(y 1, ivn which C(as5 such
(l(termtinationi shall be ma(le as of the tast (lay of the ta;alble year."'

(b) Jovixi /11E'1TU1RS.- -S(elion1 51 (b) (relating to joint return11s) is
a0.,nc(/e(l by insertiniig before the period at the en(i thereof "or if husband
(lfl(i wife h(ave (iffere nt taxable yearIs".

Amid thevS( mitie ag(ee to t(1 5U1)(i .
Am ei(ndmnie 1mlurn hered 1 0:
'.1a1t the o11iollsece(hC(d from. its (1ismlrieemeat to tle anmenidiment of

teie SenIlite miluui-iled10, nil agree to the same. withl amnillfinets as
follows:

()On page 8, linle 10, of the Sen11ate (in(ProSsed aellnlmlIlelnts, strike out
"'Si:c. 10)2' wi(d illiSN't, SHE. IOU-

()n pale 24lin4fle 21, of tfle blouse bill strike out "'id 15" anl insert,
16,a11ndl /10; 1an1d the, Seliat e 1gree to thle sa1111e.
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Amenndient, nun)bered(1 11:
1 That thle h11(ouse recd('( frolil its (1iiagreninent, to thle aim iidneint of

tilm Senallteltlll)I'b 11,I 11(1and 'co to tOle smll (viljt. Rtll aImlendldenlIt
as follows:

InI livil of tle maitt(er 1)PoI)se(d to 1he illserte( l)y the Seinate amend-
'ent, insert 107; andl thc Sennte agree, to thle slimle.
Amiendmnent )urnibere(l 12:
'i'lma t, tlie house reee(le frolml its (fisgnr-eemll (lt to the. allmldldl ent of

t~li Senate nulin bered 1 2, a1md agree tlo0the lmfl e with1 fill all el(lnevit
as follows:

InI lieu of thle mt~t e' 1)rol)ose(I to b)e inserted( l)y tim(e Sellate aniell(t
'ie.t inse-rt 108; an(1 tile Seniate agree to the samie,
Amiendientt, numil)ered 13:
Thalt the 1-1louse recede from its (disilg(re enllt to the mtilneiidlletit ofr

thle Senate unubered 13, andgree to thle sa(e Widltllmtanmedndmenlt
tas followNIs:

Onl )age, 9, linie 4, of thel S'enate engrossed a mn(lmnents, strilie out,
105'' and illsert 109; amid tl'Sellat e ag-ree to timl sailmle
Aniend(lent 11nu11)bere( 14:
That thie House recede fromi its (Iisagr}eernent, to tle flle(1lfillenlit of

the Senate nluibfll)er'e(d 14, a11(1 agnre(e to th1e samije' withl 1111aim11jeumll('ellt
as follows:
On page 9, linie 14, of the Senatle engrossed(l amendmililielits, strike out

'106''" and insert, 110; andtlhe Senate agree to thle saine.
Anien(di-lent nunibere(l 15:
'IatiOtIle 1 lose recedc( flomi its disagree-mnent, to the amietndmenit of

thi Senate uiil)ered( 15, alnd agr-eee to thic samlleo Nvit}1 fillw1it1lehmendmlent
as follows:

InI lielu of thle Ilmutter p)ro)os( to he ineS(rtel Iby theO Sen1a1te a1n111d-
enIt ilnser'tt 111; andl tihe Senate agree, to tile same.
Ameindment numbered 16:
That the H-Jouse rece(de from;its (disagreelnlent to the amendment of

thc, Senatte numbered 16, and agree to theO samie, with aiendleinents as
follows:
On pagel 11, line 20, of the Senate engrossed amendmients, strike

out "108" anld insert 113;
On page 12, line 4, of the Senato engrrossed amendments, after

"year", insert it comm'l; and the Senate agree to the same.

Amendment numbered 17:
That the, h-louse recede from its disagreement to thel amendment of

the Senate iimbered 17, and lagreC to the same with amenlldclments
as follows:
On Ipage 12 of tie Senate engrossed amendments, in line 9, strike

out ''109" ancd illsort 114, aind in line 14, strike out "'end to" and
insert end of; aId the Senate agree to the sanme.
Amendment numbered 18:
That the House recede from its dIisagreerment to the amendmnent of

the Senate numbered 18, and agree to the samre with 'an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate3 amend-
ment insert 116; and the Satate agree to the same.

13-
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Anlmnent, ullmill)elred(l ]19:
Tilthu tilie Illose reed(le flonii its (1isfigeel-vient, to the amendment of

the Svillv('mlinTiM l)jw(1 1 9,,(1algrelve to tilie saime with 1ildammillmenits as
follows:

Onl paige 13 of tl( S(emiite OiigI0sxe(le s inend ments, ill line 2, strike
olut'"III" a1mid illsert I ', faild in line 2.5, strike out "(9)" and insert
(10), or so in uIChI oftc','ion 112 (,) or (e) as relaes to section 1 12 (b) (10),;

()On page 28, line 1, of the Ilouse l)ill, strike out "112' andi insert 117;
and(l t1he Seilitte agree to tile salm,,e.

Aniendmeiont Indwimbered 27:
Tli lt tlie House rec(lde frlomi its (disagl-eeellent, to tle amilendillemnt of

the Seniate iumnl)we(rel 27, andalgrvee to tlie simleiwith tillan amenldmllent
. u1s follows:

Onl page, 15, lilne 9, of tihe Senlate engrossed amuendmldents, flter
I'tV'esi t'', illsert so/cl!;,; aId(l te Soenato fIgree to the saille.

Allnlm(neIvnit,n il.weredI 29:
'I'11ti thlie Ilollse i'ecoee from its disalreemnil lot to tlv amellndeil lnt

of t e Selmilte ilil.unered 29, arid ag-ree to tile sa ue with tilu amniem(l-
ment its follows:

Il, liHe of tilie mat ter proposed to b)e inserted b)y tile Semia te amend-
1llllt, illse'rt t le following:
SEC. 118. PENALTIES IN CONNE('TION WI'lTIH ESTIMAfTED TAX.

(aI) IN (2l9NL.A'.etioil 294 (rcIatin/to(taiddiltionls to t/hc tax) is
(mewhid(1b(yb)1 strifiuq our para1m(/,p)ls8 (a),(1,), and (5) of subsection. (a.)
and1( imsertinfi (it the end(1 ther(f .hi( folloticiu:

"'(1) I LRElil' q' i l.JECL4 JlATIOX 01? P',1l'INADllECLARfAENIO POF
iE''IIATil7',1) TAX.--

'(A') IFailure to 17ile )ecelaration.--I-n the case of a failure
to mlake (1.111 file a( declaration of estfiat((i tax within' the time
p)re.sc('iibed(, uuless sue/h falurell 'i Ashou, to tile satisfaction of
tile Cornmin.8'ioner to be due to reasonable cause afn(d not to
,Willfull nqlect, there shall be(dd1(1((/ to the tatx 5 'per ce'ntultn of
ead insttallment due but n paid, (and in. addition, quith 'respect
to each, sch installment (dlfe but unpaid, I per centlum of the
'unpaid amount thereof for each month (except the trst) or

fraction thellrf duri.1n which such (all0ant remains unpaid.
In. 'no erent shall the aggregate addi'ition. to the tax under this
8ubpa.ragraph with respect to (tn?,y install-ment (lue but unpaid,
t'iceedI 10 per (centuin of tile 'unpaid portion, of such installment.
For th.e purposes of this s ubparagralph each installmen t shall
be eo0nsidercd to be an amount equal to the amount that would
have been (lue a t( p1aya ble if a declaration. s/lowing an estimated
tax in. the (linount of the correct tax had been timely filed, and
one such, 'i'nstaliine'dt shall be considered dluie on the ftfteenth
day of the 1(1st month (f that quarter of the taxable year rn which
the dclaration, is requiired to be filed, and another such install-
'ment shall be considered due onr the fifteenth day of the last
'month of each succeeding quarter of the taxable year.

"(IB) Fa'il'ure to Fay Innstallments of Astimated Tax De-
clared.-- l here a declaration of estimated tax has been made
and failed within the time presemibed, or where a declaration of

14
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esti mated tax has been, made and filed after the time prescribed
a'ndl the (Jnomissi(loner has found that failure to miake and
file slch declaration. within. the time prescribed waIs due to
reasonable ca-uis'e and not to willful neglect, in the case of a
ffailure to pay an installmnent of the estiinated tax within the
tine p(rescribed, unless sluch failure is shown, to the satisfaction
of the wn-ioms siowner to be duite to reasonable cause and not to
'Wiillful neglect, there shall be added to the tax G per century of
the aid amount of suich installmnent, and in a*ldition 1 per
centutn of such ?unpaid amount for each 'month (except the first)
or fraction thereof (luringwhichh such amount reinmains unpaid.
Ini no event shall the aggregate addition to the tax under this
sutbparagraph with, respect to any 'installmnent due but unpaid,
exceed 10 per centutrn of the unpaid potion of such installment.

"(2) S1IBSTAWTNJTA UJNDERESTIMATE OF ESTIMATED TAX.----If 80
p)er centuin of the tax (determined without regard to the credits under
sections 32, 36, (fnd 4066 (e)), in the case of induniduals other than
farmers exercising an election under secuton. 60 (a), or G66 per
eenturn 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 tax ann amount equal to such excess, or equall to 6 per centurnm
ol the amount by which. such tax so determined exceeds the estimated
t(lx go increased, whichever is the lesser. This paragraph shall not
apply to the taxable year in which falls the dea th. of the taxpayer,
nor, under regulations prescribed by the Commissioner with, the
aIpproval of the Secretary, shall it apply to the taxable year in. which
the taxpayer makes a timely payment of estimated tawx within or
before each quarter (excluding, in case the taxable year begins in
1943, any qu(armter beginning prior to July 1, 1943) of such year
(or in the case of farmer§ exercising an election, under section 60
(a), within the last quarter) in an amount at least as great as though
computed (unmer such regulations) on the basis of the taxpayer's
status with respect to the personal exemption and creditJfor depend-
ents on the date of the filing of the declarationfor such tax(lble year
(or in the case of any sutchfarmner, or in case the fifteenth day ()f the
third month of the taxable year occurs after July 1, on July1 of the
taxable year) but otherwise on, the basis of the facts shown on his
returnafor the preceding taxable year."

(b) TEcIrNiCAL AMEND)rENT.-Section 60 (b) (relating to the appli-
cation of declarations of estimated tax to short taxable years) is amended
by striking out "294 (a) (3), (4), and (5)" and inserting in lied thereof
"294 (d)".

(C) TAXABLE YEARS TO I'VHICiI A)'PLICABLE.--The a'nendmnent'8
made by this section shall be applicable with respect to taxable years be-
ginning after Decemnber 31, 1942.
And the Senate agree to the same.
Amendment numbered 30:
rfhll the House recede from its disagreement to the amendment of

the Senate numbered 30, and agree to the same with an amendment
its follows:

Strike out the matter propose(I to be) stricken out by the Senate
amendment and insert the following:

15
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SE(%. 119. BlACK PAY ATTIRIBIUTI.4BLE TO PRI1OR YEAIRS.
(a1) I'v (/,.w,: :.i .% ('oill /07 (relatiniq to (c li(p 1.Iib(uim for ccrtaiil

S ri'C(..s tit /l) i.s ((mlc(nd(o /bib scrting(in t(i d l(/ cof t/1 e fjol lm irin
11f'l' ' s1oi sb ct/o',,, :" (d) BACK'/, PA, Y.

''(1) \IN Wi iA' A'E !,.- f1/ thl, (*,1n, iltt of f/he back1(l?/ ,.., ir,(; 0.,

(1 ('i'u o, ( 1)
1/ (I ii

l a j( ll

(/ .' (i
t , tt/

,'it b/c1 , q. ,,a .('' (/8 1 ) 1" '

ti / f/e tii. ' i/t ti'i ctl(( oc1 /( tO lit) (i ('l1 it'i t) Il of* h/ 1)11 o'P, i/;{ r'o) S' i lii.

1acrlr/(d.' iii thll tIl.r(dwiihltcirel erhe 1(eui't(l fr'omI; the_ 'i usin
of tite i.(1s/ tirt 1w/slionIs0/ OfI('/tbukl1/ ii, gjoro"sshi caretl' forpoh(Is' dc 1(c(rln /indiitioI/i'( u/ati.liovns' pres:ibeic (lie ( minIIss' conmc,.ith, (ithr fitl(b(I / ftir ('ll I( )/ be Itcl".ec((Iii1,.ef (0'clate of lot
vicrcatc8 vit flit, taxc8 wh°hw'lil hae1-ile

( ) I) pI~ ixi'rio\0111[ ' 1'11(h /' .1

Y.- -- I 'oi' (hoX' ll@/)Ui'J)O.s'e of/ t 114.N I -

.saI(!rie.s', ,'ct i'(/I'ticet p?"',' outl'r si/n ¢('nile)('ii51t ionl 'lsir.ic/ isu'c ;hedorraceslued (I /ri u'/ (lee raic pey6 i.groiiiIniom/re/o)/' lficrthetx(l:fir/l y/ ior-to t/ieh((I'(Ible por(i'r for itis(ociploI2/(li'rh a'U/iic/i. wotubld,
one of0c(rit follow) 141/ ('1'(')i: ( i) /h(Xt.a'1,,-krite rbi''iter/ip'/ (leer':ii pieq('r; (ii) (i'/)ute (IS totiep( li(ibilit?/ ofthcteSlcipioricr to fiay sneic.8( ct ioit,(Rslti 1lbaic1kpa' /1,/,,il',)',,lower itts' /i Iiol led tIltc.inf ()A/late

7 n'ose '((lii8 iqs'; ( 'ii,) i/
i'

¢l2~,X ss ,^ t, ,ie/ s(t;s t t~ f, (8er''/iti'N/, (o'r(lt 1/ pyiitic( d othsil(/i.imits (iti'/., or the I)i' tict of
(1 r1d or(11a 11, ( /qI'nc!/ in,..t, b yiiI'it( alit !/b ( oni,e p of ce.tlciore lvi cis
plack offr1(io(1tJ)o)r o)i.'ta('l to c)r1/ f* cIi,'tcuh1'l('i'an; 01''l') otuydf/i,' cen pidt priotoliii ,,'1,,toxbsuni.ar in Itoil rethe'undertreqult1tnionso
(Ie,criteu b fotl/.(' ( 1/ nt-in(Ii:r hit/i tii.(' (,lp oi'/'ol(cirer S', ce( cifl ;(1inl (US)0(1.e' 01'si tc'ias to'hiM/c Oi/'('I '('(c'('il'(( ltl' (icci'ue(/(luifii(y ichW

((/dl'(rc '1Jlb/lC1`iIi' irl/ichs''ilt j1c/il/er ( ( "l/i.rth/ei cmifue ruto (inci 'i'OfW(luo3
01 St/l ?'), '1

/ 1(' /'('(X ' . 5' ol ' c'(el/, 1' u"('O i e9I /( / c, oil' ajl)p1r ol' y,1 at,1

rc
( krp d( i(.' (li /( 'ii (f '1 , (li (y'is / '( , tl ti S( h d',(lii S t t7

(1,1lu/'ti l (iii o ( 1,11( / pi('ic(is i '('.sd lsiio(f (lz I (l/e yd rt hio/a jOn (l,,?tCn-lumboyia' of aiy, aYii(cor1 Pi'eder(i / (au) rulatyi/nyt( 1(.)0'fstatndardlsot/ ier cit('¶s, (11/0 h'lmilito1> bel '1'il/ir( 1/(aI V/vii)de p/'fC>Sarib-(Sby1the (Jo iii iib15itf)it'iC1,if/e.t/i('(Si/))i'0'(ii ol, fplt',rondt:'i' tobe at(rYibut-(iblBto m/ prior(1t1Mabli/crwhncunarcets'ciot 'inCi'r(iblue 'inu gro'sts'hfit.1il' 'w er tiy ca) r shallo.llconttitut, 'bacflrmkpay oto' t
(f)i :'Pl.\(exuE1r zfhIAsTnpMN'-a.'Id? thtlh)f s'ction2 I107 'is(' ttdl(ledbyadt/iii I (Ittr(' (1 f1f(JIeof ('li follwin: ''AND BACKaC'KPA by"(cF) 'PA xer (Al State'cf''1,0i iiic(tld maPc ciLe.''J --,''/? peiod priotsade)itot /i.. (i t(/'liys rallde (('t Wyit/ii'('./)('ct C)rtU.!(tb{ ir C(L'v o.' accritiued

a f~ter/ I{' ece' nbo

}{
' 3!t, 1 1b0(.AllU(I 1( thenataxagree4t theOtfdgsae

druefl('lt lUlfl 'el3%;lX 1:

mTht. th e ofloe( edStaefioro itsedealgreemet to thabortmmelit.of th he (Ilm1ni)s-i(e(I:3,fht:1e,a e tdo(ftheScer'ie with be amltribu-nwn1to folloas ts4d, stro'isc,

On geC( 1,iline7, of t e SeiiOfTtiOiog'o'se0I alCmIlendled
out''" 14' and iIIS('1't P20;andtheSeiic t-l'e(to tothhesame.
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Aiveiidmeiit, mmlUnib'v(l 32:
'Pluit Olee ltoulse recede from its, (lisag'rveel'lf t to thle, IfllefllIllielnt

of 'Oe S('1S1mte mlmir(l 32, 1ldi agree to tflhe saleile, withll tn llatilmelld-
UtPi l, ats follows:

III lielu of tOl, In tter P'])loos(d(l to 1)0 iiisertedl fly thle S(nate ainvid.
'leit, inlsert tle followvillng

SEC. 121. REOR GANIZ.ATION Ok' (ERTAIN INSO!;-VENT CORPORA -
TIONS.

((I) NovREC'o(GIT'IoN OF 6GAIv OR Loss oN CIRTAIN JEORGNaiIZA-
TIONS.--SectiO'fl. 112 (b) (rel(atingl to recog-jn'iti(oi of qain or loss 'upon
certOi7. exchan qes) is aenwided by in sertilng at the end thereof the following:

"(10) GAIN Ole LOS NOT RE-COGNIZED ON REORGANIZATION 01F
CORPORATlIONS IN CERT11AIN RECCEIVEldRS11IP AND BA NKRUPTCY'
PROCEEDIN(8S.-NAr) qainn or loss shall be recogniized if property of a
corhporaltiW' (other than a railroadi corioration, as (iefJle.d in section
77,m of th~e NAational Bankruptcy Act, as amended) is transferred,
i7n a taxable year of such corporation beginning after i:)ccember 31,
193., in pursuance of an order of the court having jurisdicction of
sul1ch cor')oni tiotll-

"(A) in (a receiverships, fo(reclosure, or similar proceeding, or
"(B) vtn a proceeding under section 77B or Chapter X of the

Altionial BankruptcyAtct, as anmen(led,
to another corporation organized or made use of to effectuate a plan
of reorganization approved by the court in such procee(ling, in
exchange solely for stock or securities in such other corporation."

(b) JRECOGNITION OF GAIN OR LoSs 01 SECURITY HIOLIDERS IN (ONT-
NVECTlONT 111TII CEIT&AIN Coi'ORPOATE IEORO.(N IZAtTIONS.-SeC ,tiort 112
(relating to 'recogiitioni. of gain, or loss) is ame'nde(l by inserting at the en(l
thereoJ tjh, fjollowtirlg:

"-(I) EXCHIANGES BY SECURITY IOLDERS IN CONNECTION WVITH!
GERTA IN ,OOPORA4TE' RIORGANIZA'TIONS.-

"(1)_GE.VERAI RULE.-ANo gaiin or loss shall be recognized 'upon
an exchange consisting of the relinquishinent or extinguishment of
stock or securities -in a corporation the plan of reorganization of
which is approved by the court in a. proceeding (described in subsec-
tion (b) (10), in' consi(leration, ot the acquisition solely of stock or
securities in a corporation organized or made use of to effectuate
such plan of reorganization.

"(2) EXffHAXGE OCCURRING IN TA'XABE 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, 1913, then, 'nkzuregulations prescribed by the Com-
missioner u.ith the approval of the Secretary, gain or loss shall be
recognized or not recogntized-

"(A) to the extent that it uws recognized or not recognized in
the final determination of the tax of such person for such taxable
year, if such tax was finally determine priwr to the ninetieth
day after the date of the enactment of the Revenu4 Act of 19.43; or

"(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 1 , 194t3, 'in connection with his tax ability for such
taxable year."

.94992-44 2
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(e) ;Iss. ecS'tio) 113 ((a) (rI'elting to iosi8 of property) is(IytW('fl C/H
(I) by isi rt ing (ifter ''112 (b) to (c) , inelusirr,' in pa(lr(Igraph (6)

th/i /Jollolvii'ui : "or sct. III11 )(), ';

(2?) by insertillgfe(''JI)roet!/peerml itt/d by?/ St ion 112 (h)" in
pa r'qr(-tph (6) thec following: "''f sucetlio 1/I, (1)'': and

(3) 4?,/ int mnq of/c, para(gralph (21) theAfllowing:
'(22).) 19I~EPT,Yf'lQl'U I)OcJnIEON.EOJGANIZAT'lON 01" (.'R1VAiX

(0OR/PRA TIONS;.- -- 4 the property -s(N15aeq 1ired (1. corp)oraItion. ' /)(On
(l In/111fc(' tto wh ic/i Sect ion I12 (4) (1O), or so) inl('Iv ofSection 11'2 (1)
or (,) (IN 1(cl(Itle to Section 112 (b) (10), is applamble, then, no/With-
S1(1ilinint tt p1OeliS ioul.s Wsection 0,(f the Naliowl Ba nkr'uptcy
Ac'/, (i.a't;mi(ln ed, l(' bas.'is il 1l/i1t(thand. of t/he(Icq'utiing corporation
5/d(/ll be the Mso1 14' (1IS it ivoui'!l be ili tit hand1(11(18 of the cOr)por(ltion 'whose
prop't'/?I '(l1 ') (I(t'()lil'('( , inlT (.(vl ed ill the (at (1o liit of f/Cull (e'o0,
ti((l/dI t/he cOrp)(niItion whoxe pr0/)( v/iy 'va(s So (I(eqire(i 'under the
1(1law (ip p/litbbi tothtl(ear'in 'Wtic/ the (icq iiisitl(P.(iCCl)')e(/, (11(M
sie/i basis' 8/.1(1 h)/t be aidjuisted ntIdll?' u1bsiectioni. (6) (3) by reason of
(a (disch/tl(('c of indlebtled(IcssPpr.msiia.tt/ to the p)l(1a of rtorq(lvization
Wiii/er which Sriub/ tnian11er '11N05 1,,iadc

(d) TECNIC(A.1 A MEND M1EA'.' - s

(1) 1Section 112 (c) relatingg to f(linl from.exchanges not soldipin
kind) is amended bi' 'insertingj (ifter '(b) (1)! (2), (3), or (5)', the
follo1ming: ',or within the provision's of subsection/ (1),', and by
vit.sr gaftig )(eriraIl/)th.''/( ,'oleOo'i'lng: ''or by sibsection (1)'.

(2) Sectioll 112 (d) (relatt-lig to gain of corponitlion) is(ae(tilded
by inserting after"' sabsect ion. (b) (4)" the following: 'or (10)".

(3) Section 112 (e) (relating to loss from, exchafl/es not soll(y in
k-ini) is amended by insertieing after ''sbmsetioln .(b) (1) to (5),
inchl's-ive, tl(} follolving: ''or (1(), or with in the provisions of
soibsee'ion,(I),t

(8,)So in itch ofsectioni 112(,) definingg"'reor'l/ani,-atioti'') as
p)recedes paragraph (1) is amn(ded(i toread1 as fol1lus:

"(g) I)0EFNvITIO 01P Il'EOI(IANIZA1'!O.- 1-As used in this section
(other than suabsection7 (b) (10) and sulibsetion (1)) (avd(I i section 1.13
(other than sutbsection (a)(22))-'

(ti;)jS(ect ion 112 (k) datingg to assumptions,of liability) is
ame(ndedl(l by striking oudt"subsection. (b) (4)o01 (5)" '' wherever appea('(1r-
in'g therein.(1a(1 itisertiifi in lieu thereof thefollowing:"subsection
(b) (1,), (5)), or (10)".
(G)Section. 718 (a) (6) (A) 'is amine'ndedb7 striking odt"'112

(b) (3), (4), or (5), or sotmuch, of section( 112 (c), (d), or (e) as
reft'rs to section. 1 12 (b) (3), (4s), or (5)' (nd1( inserting in lieu
thereof "112 (b) (3), (4), (5), or (10), or so 'much of section, 112
(c), (d), or(e)(Is refers to section 112 (6) (3), (4), (5), or (10)".

(e)1iEW'I: VkE i),1TkR.---IProvi'iions ha'vi'ny the effect of the alnend-
'menlts 'made bysNub,,se'ctio-n ((a),siutbsection. (c) (3), and subsection. (d) (2),
(3), (1), (5), and (0), shall be(deemcind to be included in the reverie laws
respectively(i.ap)iicalblc to taxable years beginning afterD)ecemnber 31, 1)933,
but shall not afteet any ta,liability.for anvy taxable year begiirning prior to
Jlan uiry 1, 19h13. 1Provi)is ons having the effect of the amendmtnents made
bysusNection(b),subsection (c) (cfyrand (2j, andsubsection. (d) (1), shall
be de(medl to be included, in, therervente law.us respectivelyapplicablele to
taxable yeats beginning afterD)ecember 31, 1931.

Aiid the SenaiteaIgree to Sth sanw.
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AmendIoniet iiniiibered 34:
That the IHotSi recede from its (lisagreement. to tlhoe amendmelnt of

the Senate Iinb)erel 34, and agree to thle same w itli an amnien(llenlt
ns follows:

In lieui of the matter pro1)osed to le, inserted by tlhe. Senate amenld-
Tll('llt illnsert the followilig:

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

(a) N GEERArEfL. -SectCon 113 (b) (relating to adjuistments to the
basis of property) is amended by inserting at the end thereof thejfollownng:

"((4) AD.JUS.HfENT OF CAPITAL STRUCTURE, PRIOR TO SEPTEMBER
22,1938.---- lhere a plan of reorlanization of a corporation, approved
by the court in a proceedings under section 7?7B of the National Bank-
rap)tvy Act, as amende(d, is consummated by a(djustment of the capital
or (dcbt structure of such corporation without the transfer of its assets
to another corporation, and a final judgment or decree in such pro-
cee(ling 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 tertn 'reorganization' shall not be
limited by the definition of such term. in section 112 (g)."

(b) TAXABLE YEARS TO WhiiiCiH APPLICABLE.-A provision having
the effect of the amneiidfnent made by subsection (a) shall be seemedd to be
included in the revenue laws respectively aJ)plicabl4? to taxable year
beginning after December 31, 1935.

An(.1 tihe Seiate agree to tlhe, same.
Amendment numbered 35:
Tlhat the Houise recede frm'o its disagreement to the amendment of

the Senate niuinbre(l 35, andl agree to the, samile( with an anlen(lment as
follows:

In lieu of the matter' propose( to be inserted by the Senate, amend-
onwit insert, the following:

SEC. 123. GAIN FROM SALE OR EXCHANGE OF PROPERTY PUR-
SUANT TO ORDERS OF FEDERAL COMMUNICATIONS
COMMISSION.

(a) IN GENERAL.-Section 112 is amended by adding at the end
thereof a new sutbsection as follows:

"(in) GAIN FROM SALE OR E1XCHANAE TO EFFECTUATE POLICIES OF
FEDERAL COMMUNICATIONS COMMISSION.-If the sale or exchange of
property (including stock in a co'- oration) is certifed by the Federal
Communications Commission to be necessary or appropriate to eflectunte
the policies of the Commission qiPith respect to the oumership and control
of radio broadcasting stations, such sale or exchange shall, if the taxpayer
so elects, be treate(l as an involuntary conversion of such property uYithin
the meaning of subsection (f) of this section. For the purposes of sub-
section (J) of this section as made applicable by the promsions of this
,Subsection, stock of a corporation operating a radio broadcasting station
whether or not rep')resentin~g 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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7T1,e j)(It of t/ll y(in iftY ?1, ?1/lft7 such. sofe or* nfehanji? to wh-ich sub-
8'ection (jf) of th/i.Xisectfiol is not a(/)ed s/a/l ieverthtiiles.s noit be recoql-
fiZI'd, ii the `io i)(iyer xo() /ievb;, to t/he erfent thait it i8 apdlmed to reducei he
bqsis for deiferl1m ii io in. or loss ii Sonsale' or- / nyc( f property, of a
Ch1Oarct(-r .siihoecf to t/ie (I/l1oi1(1)ic(' for (Ide/reci(Ition Uudel .sctcion 21 (l),
rema inmnqfl in the hand-s' of the tfaxpyi/er-i medahf(litt/ oIffer th/i safe or
excianl(ge, (or (lpqiri( iii the? 5(e111 1(o.rolle yero. 1/ei o tnecr ando(1 int
of such redaction s/i /lh be (IcideermiI ned/ w/ider regidohiieons p~rescr Ibed( by the
('om miss~ioet8 11ith th/ic (I)/)rorald of the Secretary. Any election made by
the laxpoy(l,/(,' 11iil(ler I5this eltWion s/itt/l hw eniidc by *i .tfle((Wn t to th1t
effec)t'ihi./1retwilfor the t(x.aille ye/ar ini twihic/ t(he wite or exch/alan!e take-s
plIace (or, irih/i r'e-)'/ect to taxable il/'ear'(I hiti;befo.r Jan11(il/ 1,1f().44
by a statement to tfh(It (JJHt fi/e(I iit/iin Six motlooth9 {tfrtle t(t(he *,of the,
enact ('nent of the Iiere tile Act of 9l.J,` in mi1ch watiler (an1 ftormn (s nay
be presetiabed by re'Clllliot.;0 ;re.stribe(ld by the (Ctom i-ssionerirHth' the
a)pproal( of the S'ecritatrJ) (10(1l ijc/h ('/Cefiofl ./h(1ll be binding fOJ thie taxllble
Yea(rt ((1a/i(i t/ (itb tlent t(l.V(lbl( ;/ear8.'

(b ) I.i V.1 it,/E 1I11PAl ')liT1WH(/C 4'11PlCP'J,('.ILf.- T/Ic('1,a ndotnernts
fllet(1(' bY/ f/ixisec(tiN1/llt/I be (i/)/)liC(able 1'iit/ respect to tailable y(,wn/e begin-
lnil Ifter 1)Oece'bir 31, 19,fL .
And tlhe M8eit(' lgrte' to thle StiIJ)('.
Ani)11(''Ildtinvlt Il lbJUw (l 30:
'T1,F tl,1iIi e I (itIs(ec(f,( o(,iI its; (disatgrI'('eille(nrt to t lie nnwuidldlmleit, of

tw Senate 1t11111iledl 30), aid(1 agireel to the NI"Ilt( withllUt1ilinmildniit.
as follows:

1, liie', of I he 1int t('vi l)oos-ed(l lo 1we iselSt((I 1)y thlie Selliltt 11menld-
iiieilt, iiisrt, 12; 1,,1(a lie Se,.ate agree to the same.

Amiieinliiient m1,imblleio(l :37:
Tl,,at tlwh milot sw eeeIcd f,,olm its (Iisilgivei(mnlt to tl, alleilndllment of

fli( Svi ate ni biiI(' reel 37, andI greev to tlhe same Nvidt1 an ameninedmet;
as follows:

I1, livict (of the i Itt('lpOI)pos('( to lwe isei'te(d bly)N thie Senate aniotid-
nietidI insert TALC, BARITE,; anidl the Sentitte agree to the sainem

Amendmenivt mindwrol)I'l '40:
'ITha tdw I lolisv i,,c'e' from its (1 iI greiievmvnt to the' amelndinclit of.

liw Seti itt. 111101 l|)'1Td 410, andtiell '(? t 0tolOle s,1tiw'withlilia lnlmnl(lment
is follows:

in lienl of Itle mitt-t l)rol)osed to he iisei't eel by tOle Semite amend-
mcll.ililsert the Ifollowing:

(Af1) I./)!( ((.nIrai.-e
And(1 tOle Senli t(?agee to t inei.
Anendiment, nuin)ere(l 47:
Thut. thle 11 ouse recede flrlolm its (disageellmen t to t01e 11m Cil(ldnfnt of

tle( Senate numbei'ed 47, U nd(1 agreed t~o t ie sammi e withi anliiendmient as
follows:

In livil of tle mllttter'proposed to be inserted I)y the Senate amend-
meint ills-elrt tle following:
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(C) 4.PFI VITIOXNof GRosSJNCOME FIROM TlE PIC01'hEiTY.-Seti'Wo
114 (b) (4) is amwied by add l at the end tAwreof te, fovloting:

'4(B;) Deinhition cif Gross Income From ISroperty.h--As used
in. this 'paragraph the term 'gross income froin the property'
Plea;M thte gross 'income fro-ti nrunirig. Y'Ile term 'tmining/', a
vs~ed herein, shall be consisaredl to inletuhde not mwrely the extrac-
tioli of the# ores or miner(llsfromn the groiUnd b'ld also the ordinary
tIreatl ent processes ormally appijedt by mnine own ers or operators
in (r4der to obtain. the ( mmlner(iall)y marketable mineral product
or products. The term 'ordinary treatment processes', as used
herein., shall include the *follmwi;: (i) Inl the case of coal-
c~e(1ning, breaking, sizinig,q anld loading for shipment; (ii) in
Athe Celve( of sulfur--- pUmp)iflg to vats, cootigp, breaking, and
loading for shipmne'nt; (iii) i-; the case of iron0 orle, bauxite, ball
and satiJger clay, rock asphalt It, a-nl nliin-eralIs which are cu8-
tomna1iv sold inl the forn of a crude mineral )rodldet--Sorting,
colncentratin-g, and sintering to bring to shipping gra(le andform,
a1n1d loading for shiptnent; and (iv) in the case of lead, zinc,
copper, 0ol(, silver, or fluorspar ores, potash, and ores which
are not customarily sold in the formn of the crude mineral
prodlet----crushi-ng, grinding, and bemficiation by concentration
(gravity, flotation, amalganiation, electrostatic, or magnetic),
*cyalniilation, leachinp, crystalization, precipitation (but not
i-ncl-uditng as an ordinary treatment process electrolytw deposi-
tion, roasting, thermal or electric smelting, or refining), or by
substantially equivalent processes or combination of processes
-u'sed in the separation or extraction of the Zro(duct (or products
from the ore, -including the furnaci-hg of quicksilver ores. The
principles of this subpara graph s/la.1 al8o be applicable in
deter-mininggross income attributable to miningfor the purposes
of sections 731 and 735."1

And th(e Senate, agree to the sameo.
Amendment numbered 49:
Thlt the Homse recede from its dlisagreemlent to thle amendment of

the Senotet mlimhred 49, and agree to the same with ant1 amendment as
follows:

In) lieu of the, matter propose(l to be ilserited by tfhe Senate arnolid-
menIt insert, A prot-us-n- having the ifect of the amendment made by sub-
sectidn (c) shall be deemed to be included in the revenue laws respedtetwdy
applicable to taxable years beginning after December 31, 1931.; and tile
Senate agree to tihe snmne.
Amendment iuml)ere(1 53:
That the Holuse, receded from its (lisagreement to the amiendment bf

i-he Senate nifimbered 53, and agree to the same with an anmeondnent
ats follows:
On page .34, line. 12, of thre Senate engrossed anlen(lments, strike

ouit "I 18" 1In(d insert 126; and the Senate agree to the same.
Amen(lment nuln)ere(I 55:
rpljiat the: House recede from its disagreementt to the amendment of

thre Seniate- numbei-ed 55, and agree to the samne with an amendment
as follows:

OIn page 36, line 11, of the Senate engrosse(l amendments, strike out
"120" and insert 126; and tihe Senato agrQp to thle same.
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Amnenldmenit nullnfll)Ored 57:
That the I [omise recede from its disagreement to the amendment of

the Seniate nunlnt)Qi'c(I r7, and agree to the same with amendments as
follows:

In lieu of' the, iJtitt. proposed to be inserted by the Senate amend-
nwiet itl the following:
SEC. 127. GAIN OR LOSS UPON THlE CUTTING OF TIMBER.

(a) IN (xx^:,tii1 - Section 117 relatingq to capital gains and losses)
i8 aifnlel(n/d by inserting at the end thereof thiefollow(ingnew subsection:

''(k) a.(%, OR LOS8 UIPOS Ilk.('T'TTVTIN( Ok'F l --
"(1) If the taxpaifrr so elects uponn his return for a taxable year,

the cutting of tIrnbir (for s(ale orfor use in7 the taxpayer's tr(le or
business) during such year by the taxrpayIer who owns, or huia a con-
tract right to cut, 8uch timinber (providing he has owned such timber
or ha's hei(l such contract right for a' period of more than six months
prior to the beginning of suich year) slhill be considered as a sale or
exc/(uflniq of such'/ timiiber ('lt d'ur'ing such/ 1//ear. ln case snch election
hasN been 'lal(', glain. or loss to the(? taxpayer shall be recogni(ied in. an,
amount equl'tu( to)t( dlilference behteei the a(ljvlstcel basis for (dlple-
tiol (4f suc(h tiimber in the han(ns of thef taJ.'i)paer alld. the fair inatrket
a11le1f sh. tim ber. Such. jfir market value shall b, thle fir
inlrk(e' V1lwh(c (1N of Me(> first day¢of the t(ai(lble? yea'flriwvhich such
timnb(r i' ('1t,(1c1(1 shall there(a'jtfebe considered (1.S the cost of such
cut' timberto the tal ye)(t fOr'(ill()tit l'ppsc *for which, su-ch c(st 'is a
1I.i(Tee1.1r fac(tor, If1/ a(taal.pller l(1lkes an election-n d(cr this pa(ra-
grapljih such. ('ct('it'hw allahlji)lyp with respect to all timber wt-hich is
oi(c'd by/ the taxpayer o'r1'Which the tfa..pa/yr Ps a contract ritf}ld to
cut a'n(i shall be binding upon. the tax/).ayer for the ta.(l0ble year' for
'which. the elut ion is inade and for (all subsequent years, unless the
('omlin'istionell, on shoving f'oid(l'U.(, hr(tdsh'ij), I)erl'its the, tax)(payer
to revrokeIhis lchtcionl; $11(ch revocation, however, shall pr'eclvde any
further ('i('ct.io115 'und/cr this par(agrapj)h ex'cepZt utith, the consndt of the
(. O ) 71 1,Ut.Y88 l(ti17R( .

" (2?) Ini the case of the disposal of timber (held for wore thaun six
mionthts prior to suc!i disposall) by the owner thlereo'f under anyformn
or t)lpe of contract by 'irtue of wihiich the owner retains an economic
interest in. such timber, thl( difference between. the (Unount received
for such timber and t e adjuste(d (plet'ionr basis thereof shall be
consi(dere(l as though, it wvere a gai'n or loss, as the casGe mnay be,
'11j)Of thelscl' of 8uch tinber.

(b) I1\ WAiAf EN I)M,,, '. S('Cti'fl 117 (j) (1) (relating to ga*1n8
aq(l losses Jron. involuntary conversion (1.u(nd frOn. the sale or xch(1'nge of
certain property/ 'usedl in the tr((le or busiihess) is amended by insert'inq
at the celd thereof the followi'nl: "'Such term also includes timber with
rets)pct to which' 8subsectiOnl (k) (1) or (2) is applicable."
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(c) EFFECTIVE DATE.-A provision having the effect of sectwn 117
(k) (2) of the Internal Revenue Code inserted by the amendment made by
subsection (a) shall be deemed to be included in the revenue law8 respec-
tiiely applicable to taxable years beginning after February 28, 1918.
7he amendment made by subsection (b) shall be effecitie as if 'wuere made
by section 161 of the Revenue Act of 1942.
And the Senate agree to the same.
Aniendffiint numbered 58:
That the House rece(le from its disagreementt to the amendment of

thne,Senate unuberedt 58, atnd agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
inent insert 128; and the Senate agree to the same.

AmiendnIent numbered 61:
That the House rec(ede from its disagreement to the amen(lment of

the Seniat numbered 61, and agree to the same with an amendment
as follows:

It, lieu of the-matter proposed to be inserted by thie Scnate 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, 19140, directly or
indirectly, property of another corporation, 'not controlled, directly
or 'indirectly, immriediaiely prior to such acq)Listion, by such acquiring
corporation or its stockholders, the basis of which property, in the hands
of the acquiring corporation, is determined by reference to the basis in
the hands of the transferor corporation, and the principal purpose for
which such acquvsition" was niaede is evasion or avoidance of Federal
income or excess profits tax by secuiring the benefit of a deduction, credit,
or other allowance which, such person or corporation 'would not otherwise
enjoy, then such deduction, credit, or other a11o-aance shall not be allowed.
F'or the Purposes of clauses (1) and (2), control means the ownership of
stock possessing at least 60 per centum of the total combined voting tower
of all classes of stock entitled to vote or at leat 60 per centum Of the total
value of shares of all classes of stock of the corporation.; and the Senate
agree to the same.

Amll endiment numbered 67:
That tle Houise rce(lde from its disagreenient to thel anilenidment of

the Soiiate numbered 67, and( agree to tile same with anl amendment
its follows:

Onlit the mnatte' proposed to be inserted by the Senate amendment
and strike otit the matter proposoel to be strieketi out by the Senate
aniendinent, and insert the followillng: after December 31, 1943. The
(Ietermination of the la'w applicable to prior taxable years shall be made
as if this section haid not been enacted and without iniferences drawnfrom
the fact that the amendment. made by this section is not expressly made
applicable to prior taxable years.; and thie Senate agree to the same.
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Aml(eIdunl)(llt 1m1u)ere(d6(18:
'I'}ltt, tOle Hollse, 1'('('('(I from its (disagreremenlt to tde amenlm(lent of

til Senltt 1111e 1a bred 68, anId utgr'ee to tic sarme withl an amelld(menlt as
follows:

In lievi of thle ititit (r pro)l)os(ed to 1)( inlserlt(d 1y tIl Senate amitemid-
Ine't, inisert, tl)( following:
SEC. 129. DISA ld 0lAN(,' Of ('ERTAiN DEDUCTIONS ATTRIBUT-

AIBLE TO BUSINESS OPERATED' BY INDIVIDUAL AT
LOSS FOR FIVE YEARS.

((I) IN' (GsNER,ib- -Sw plJ/)1C'ue"lt B of c/hapter I of the Internal Revenue
tCodc is a(Mendcd by adding (it the, end thereof thte.followiVng new section:

'.S4EC(. 130. LIMITATION ON DEDUCTIONS ALLOWABLE TO INDI-
VIDUAL4S IN CERTAIN CASES.

"(a ) IRtWOMtWIVAMN OF Nrr IvCO.1fRE.---fI the deductions (other
than. ta(xY8 (1a(1 Interest) allowable to 'nr vndivi(hdal (except for-the pro-
:.trtiswn of thi8 section) (1w(1 attributlable to a trade or business carried o()
by himnforfr,fte con scrutie tviable years /un'e, in eaeh( of yschtears, ex-
ceeded bvy 0iore t/an,$50,000 the gross incomedlerived from. such trade or
business, th (tieincome of such individuali for each of s!uch years sh/l1/ be
recompiuted, Por' the() )lris)oe of such, recornputat'ion, in the case Of atny
such tax/able year, Uic(/'e (de(lections s halt be allowedd only to the extent of
$60,000 plis the gross income (lttribfltable to such trade or business, ex--
cejpt that thle 'itt operation loss deductionon, to the e neiit attribut(blbe to such
tra/e r1' butsi8ness, shall 'ot be allowed.

"'(b) IRk:nF:7'IKH.I11NATN'IeV OF TAX.1 ---iJU)0'ln the basis of the net income
comtdeeld 'uIa/der th-e pro'viionsfl5 o .'osectb'rc n (a) for each of th/e five con-
.secutirle taxable 1/ears specified int suic subsection, the tax in'posed by this
ch-ap)ter shall be redetermineel for eaelh surtch taxable y/ear. If for any
sucit taxable year awisessment of a (deficiene/ is preentie(d (excepi for the
provisions ofsections 3S01 (and 3807) by the operations of (tnlyl law or rule of

ianl, (oilier than, section 3761, rei(ltingJ to compromises) (a;nty increase in
the t(lx ))rel'i18sh/ deter li'le?(lfeo,' suchY taxable y/e(ar' .h(ll be considered a
deficienilcy for the purposes of this' sectin. IFor fle purposes of th-is
section) ti/il term 'lax, pre'i'udi / (ldetermin ed' shall have the meaning
ssifne(/ to- suc(' term by section 4fSOI (d).

'(( ) /IXTrENSION 0 t'OFST 'fI, ITONS,.---*ANota'ithsital (linig any
law or ,'ulle of lawu) (oilier tian, section. 37(1, relating to comtpoinises),
any amnounut (letermuied (i5 a deficiencyy 'under subsection, (b), or which
wulodd be .so determined if asqsessin tut were prevrented in, the mann er
(describedi in, subscfcion (b), wit/i, rexspee to (lyll taxable year 'may be

seSs 8'ed as if onl, the (datle of te eT)il(ltMlon of i/i.e timne prescribed by tl'w for
te assessmneilt of c1, diJicietcu! for tiie fifth iacxable 1/ear of the JWC consecu-
tire fic.vible Y/eN's speICifie(l i, ulbsectio? (a), ofnl i/car remained before
the ex.p)ir'atot) of/i/ period of ilniita(It'io 117)0o1 assessmnt for any such
taxal, b year '.'t

(b) I1,FPE'1T'E'rIi' IPATE oF AE.N 1)MEN T.- -Thamendment made by
subsection, (a) hawll lie applicaib/le to t(axbl/years beginning (aftel Decent-
ber 31, 1.939, but shall not a(ftect avy tax liability fto (anytiax.ate3, year
beq/nnnl pr10 14 ior to Jainuary 1, 19/,.
Ad tde 'mittte, lgl'ree to thle same.
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Amendment numbered 69:
That the House rece(lc from its (lisagreement to the amendment of

the Senate nllmb(xed(l (69, and agree to the same with an amendment
as follows:
On page, 43, line 2, of the Senate engrossed amendments, strike out

"124" and insert 160; an(l the Senate, agree to the same.
Ameni(lneilnt inulbere(l 70:
T'hat the House recede from its (lisagreillemnt to th1e 1flflCH(ldllvit of

tlh(i Senatoe nub)bee(d 70, and agree to thlie same with an amendment.
as1 fo~llowt:

0II pajtge 45, litne 1 6, of the Seniate enigrossed an-lendimdents, strike
ott, ''125'" and insert, 131; aid(] the Seniate agree to the same.

Amenvi-dment numbered 71:
r1litt, tile Houtse rece(lde fromi its (lisagrcemelnt t.o the amen(lment of

the Senate numbere(d 71, and agree to the samle, with an amendilment
as follows:

Oil page 46, line 9, of the Senate engrossed amendments, strike out
"12(6" and insert 182; an(l the Senate agree to the same.
Amendment nurbeled 72:
That the Houses recede from 'its disagreement to the amendment of

thle Senate numll)ere(d 72, an(l agree to the same with an amendment
as follows:
On page 47, line 2, of thce Senate engrossed amendments, strike out

"127" an(l insertt 13; an(d thre Senate agree to the. same.
Amendment numbered 73:
Thlat the Hlouse recede from its (lisagreemerit to theb amendment t of

thle Sexna.te numl)ered 73, and agree to thle same withallaamed(lllnent
as follows:

In lieu of the matter proposed to be inserte(l l)y the Senate amend-
ment insert 134; and the Senate ag rivee to tihe same.

Ainenidment, numibered, 80:
rTfit, thte House rece(le from its (lisagreement to the amendmentt of

thei Semnate nulllimnlle(l 80, wildllagree to thei Same with all amendment
its follows:

Qur page 49, line 7, of the Senate efngrosse(l amend(lmejts, strike out
"129" and insert 135; andl tVie Sentte agree to thle same.
Amendlment nuumlered 81:
ThleattHelouse receded from its, disagreemnent to the amen(lment of

thlle 8(elnat(e numbere(l 81, alld agree to thle. same with an amendment
as follows:

1ji lieu of tlho matter )ropose(l to be inserte(l by the Senate amend-
nie(1t inisert 136; and the Senate agree to the same.
Amendment numbered 85:
That the House recede from its disagreement to the amendment of

thle Senate numbered 85, and agree to the same with an amendment
as follows:

Strike out the matter propose(l to be stricken out by the Senate
amendment and insert the followingg:
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SEC. 137. STA TUS FOR WITHHOLDING AT SOURCE ON WAGES.

Section 162.? (h) (1) (relating to vithhold'ing exemption, certificates) i'
amended to read (as fotlowts':

"(I) If furnished after the (late of cominmencement of employment
w"ithf the einpliyer by reason. of a change of sta-tus, shfall take effect

ith respect to the first i(Ia?/nelit of ragees imade ol n or after the first
status (l(t(rtni atiotn date 'which occurs at least thirty days from the
date o0n which 8sUCh certificates is furnished to the employer, except that
It the election of the e iplot/er s?/ch certificate, if fitrnished by reason
(of a. change of status occurring, on or before Jhdy 1 of the calendar
y/e(Ir, n1iay be wade( e/Jfecti)e with. respect to an.yli preVious pay/Tne nt
of wages miade oln or (Ifter the date ovf the furnishings of such, certificate.
Por thre purposes of this p(lragraph) the termn 'status determination
date' mean's Ja'nwuari I (ulnd Jidiy I of ach(lyh1/ear."

And tfliw SnuILte agree to tlhe s.
Anztiendment, n)zinidwrelobl1(!:
Tht tt o II ollso recode, from1l its (disligrl'elment, t~o t he 1111vi(ldilielt,t6f

twe sviItllatlhllil1)C'(}lw 1 09) 111d(1 agree to tie suamie Nithi a aanildhnient
us follows:

I11 lie ll of thI iiiittHer lwol)so-e(l to I)w} inswitMed ly t0e sontitte, olulmeil-
I(I1!t ils1rt, t e following:
SEC. 2.109. EX'EMlP T (VORPORA TIONS.

(a) CORPORATI'NSoSUBJCT,'J TO II''1I,E 1 ' OF TI!E CIVIL Afi'O-
N A UV/'r A CP' 0o 1938. Section 727 (h ) (xet)nitl( certain oorl -
Nntions .slpjvct to lTitle 11 of the (Civil Autrow11iutis 1(c of 1938) is (1/twded
by ((/f/ing (it thel +11( thler(feo the */Ololloinl/ wev- St.ate-cec: "'Sulh (eYli'iu'fn
from00 qr(11s-s0 iil('0o/C for 8ic/i y/e(ir shIli (1180 be n e(ld il co/flnj)tut'vl/ the
4Un1'ue('/ fw'Xssprofits (cdt/it ad(I/lltlflf'flt for (alny other t(laxable 1/ear, but
on11ly for thel I)u)po.s of (/f'dtf1liJi/tiiing whe/lrP' the corporation, iS exei)te(i
by th;8s solbsectionl from the ta.x imposed by this, Chapterfor such other
taxab(lJ'aI 1/Hi r,

(h) RE7TROAC7TIVlE 1fP+FECT.- - TI ainrfidnic)lf/iea lfd1(/.(ld by this sections
shall be tj('cftire (wv if it W?3{er (o /)(art of the Axc('ss IP;ojits '(lx Act of 1940
011 the (datte Of thl ('1;(1(t1(iO'1It Of s8uch ilct.
And thl Seklll'k 11grivee to tlie slml.
Anwendm'nvt nlulwll('1(l 121:
ThiIlt lhe I olutlst 1eee(l(' fr'omii its (disul~l-lli'ent, toth)e 1111vil nielit, of

tbee ntv e nuindInered( 12)1, a11)(1 1(gree to the, sailln Nvidti an a 1endmnca t
as follows:

In fiell of thI(' liii11tel' J)l0olp) (l to 1)( illnsert((1 l)y the SIlslt'o anlelnll-
111ent, insm'rt. le following:

"(2)) tSPECIA1 11l1bl INV CASE OF FISCALI YEA1?80 JIINVNINO IN
9I't1 A. N ) END)INO( A 1'TE, .1 N 1 30, 1)42.--.IT the ease olf a t(laxable
year1 blgifiiqlitiin 1941 a( e/ldiil(/olfte' Jtlne 30, 1942, the credit
underr etjtionl 780 () /for such. tax(abhile yie'ar' shall 'not be greater than
the excess. qf the tfr. p)elidl l/deor this .subch-a p)/r to thie 1tnlted States
for such, t(ixahle year (andl not (creditc(d Orro fwl)d(i -nder the ititertal
retri-nue laws) orer the anion-at of tax whicih ul'odd be payable to. the
In ited Staftes uttnfler this subchpter if the portion, of the tentative

tax fleter'hitiedl -nf/aner section. 710 (a) (3S) (1B) wvere redliced by 10 per
centu1r1n.

And dt Senate agree, to the smile.
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Amendment numbered 126:
That the House recede from-its disagreement to the amendment of

the Senate numbel'ed 126, and agree to' the same with an amendment
as follows:

Onl page 57, line 5, of the Senate engrossed amendments, strike out
"fiscal" and insert taxable; and the Senate agree to the same.
Amendment numbered 129:
That the House rece(le from its disagreement to the amendment of

the Senate numbered 129, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
nient insert. the following:
SEC. 251. TECHNICAL AMENDMENT TO CREDIT FOR DEBT RETIRE-

MENT.
(a) IN GENERAL.--Section 783 (b) (2) (relating to a limitation on, the

credit for debt retirement) is amended to read as follows:
"(2) An amount equal to 40 per centum of the amount by which

(A) the amount of 'rindebted'ness as of Sepiember 1, 1942, or (B)
the smallest amount of indebtedness as of the close of any preceding
taxable year ending after September 1, 1142, whicihever amount i8
the lesser, exceeds the amount qf indebtedness as of the close of the
taxable Year."

(b) TAXAi;LE YEARS TO WVIIICH APPLICABLE,-The amendment
nla(le by subsection (a) shall be applicable with respect to taxable years be-
ginning after Scptember 1, 1912.

(l) E'LECTION Wii'uI IESPRCP TO PRIOR T'AXABLE YEAMRS.-Ij by
reason of tie amendiment made by subsecton (a) a taxpayer would be
entitled, had the election provided for mn section 783 (a) of the Internal
Revenue Code been duly made, to take any credit un(ler such section u1ith
respect to a taxable year ended prior to the date of the enactment of this
Act in any amou-nt to which such taxpayer would not be entitled were it
not for such amendment, the election of the taxpayer to take such credit in
such amount may be made within ninety days after the date of the enacf-
ment of this Act.
And t.ho Senate agree to the same.
Amiendnient numbered 135:
That the House recedelfrom its disagreement to the amendment of

the Senate numbered 1_35, and agree to the same with an amendment
as follows:

Strike out the matter proposed to be stricken out by the Senate
amelndment aind on page0 69 of the House bill, in the section column
under "3465 (ia) () (A)", insert 3465 (a) (1) (B) (insofar as it relates
to domestic telegraph, cable, and radio dispatchess; and the Senate agree
to the same.

Amendment, numbered 144:
Trhat the lHouse recede from its disagreement to the amendment of

the 8 senate numbered 144, and agree to the same with an amendment
ats follows:

In lieu 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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AIwwnd1(Io1(III numX1)(Ibero 1 48:
Tht tdlivIIImOlise P('('(c' frm(oll ijts (1 isttr('rlil('lnt, to tdihe UIHII(.ldI(dlent of

tOle' S('lemit tnuinl0dl)PU'(l 1 48, Ud(1 UgPO(' to() the sani10 with tn aIlImdlill(nIlt
11s follow .-:

I I I lit ((f thlie 11111tt.t('pI)oIp()S(m1to1)tilis(Ltld(l)y the into n1100n1-
Inllelt iln'Fst 2() ; 1111(1 t em011ItE lurrv('0 to tfiv sallen.

Alm1('1(Ilehht, 1ifiu'lwled 180:
'Il 11ti 1,'1tvIu'serocv(le, fro()mlt it(Itsdisgl('ieluit tO the 1If1(I.lideint of

1.1w Se;(tInte Ii iIiuberod 180), an11(1 agree to th1 SU 110 witllitill '11(1udilieit
as follows:

I1 Ivielt of thw 1111itI tl' p)IOI)OX(!I tO 1)0 Insvl5ete(d lYtI1O SOnate aniUend-
010lt. inSwlt, the followi:tig

(c) TIR'oiO1fURY'Ii V'J'A k Y 01' / (JR ' TO IU(J7'IIORYIZE,'xeRMPTION.-
ANt Ii';th8tfundinq the (1mlmlidfllm('iitsad byI thliS sRec'tion, the &cretayr/ of the
Te'Ji'erNiry m1m'1? authorized, excm pti()nn f/m t/etf/efaxe-isnposed. by Ohapter8
19, !)J, or 8() of the Internal Ii'ere ie' Code (.S to (('7n/ i)(lrticular articless or
8e0li('ces, 0)' ('1hIS of articles or scraices, to be )urchased for the exclusive use
of the Uli'ited Sflt'ds, if lie (leterminies thait the impo.sition of sue/i taxes
wit/i -rese',ct to such (atilets or serriceq, or class of (articles or servces, iviil
CalUS 5UlJ'tallfti(al burden or pe()1iS( lU/i('(ic(icn be atxo'idCe(l by grantting tax
exemption. and that t/ei full benefit of suc/i exe'mptin, 1f granted, will
accrue to the (Jailed States. 'I'h'is subsections s/h(all not be (itppiicable to
a ny contract entered 'in7to on 01()ffer'' tfe first (1(1)1 of the first molth which
begins six mionf/its or more after f/ie (late of the termia.ltionr of hostilities
in' tfie pr)n(tSCa t war.
Andfidtie Sll,t1ttgreeto the s1ile.
Am(lwild illumlillel)dl'l 1 86:
'Tha~t t11v(Ii i'C('on (sw(I('voed ofrm tS(1it Sd gl'snl-ll-wilt to tOw( Iflll(nIdlyilit of'

tfl(' SE' illI(c 111111d)w(i-( 1I8X, 1111(1lqdr( to th1w sliIIC wit'I1tinIUO11(Ieidmlnt
its follows':

()11 pmge OtS, lino 20), of the Sv'1i1tt engrossed an11ien(dluientS, strike
out "'3 10"'' 1ind inseI't 311;3 1 l(1 the SlInlt48 tigvee to tile Same10.

Amelndniid, nundwi1l)('I'd1 I 97:
'IiThlIt 4'v I1(ImsLe I'O( I v flo)m its (dism5UI0liri('lit' to Itll. d1(lni('li t of

the St-nitt(v millliil)'i-(v(l 197, and algr-e to liE' Stlleo Nvith titll flliv(lIdm1t
as, follows:

lRosStolC th11' II t ('I' Iol)o5('( to 1)v strickvli out, b)y tde SelifHtO
aMItlid(nimet tmlid 0)1tp11gr 92, lin es 5 andt (;, of thev Ilo isel ;ill, strike out
44c''011 )tIllpl-l)l( (ot')Olrlitions0;'' ,1l,1( itsi't, (corp)r)ai(otinas engqaed, in the same'
or a, N'i)ta', lim( of b usia('$o5; 11n1(1 the(' Soon to ttgri'v to the Stnijl.

AnIIld tIct 111t111l)( l ( 1N9:
Thatti 1 Ith lXo(s 1'veeo e fromil itS d isgliu'eenili t to t(he fiUOiel'(1(l1lelit of'

tde so1 teO 11111 1wi)OtO 1'99, U0(1 tilg('ilOto tie Smle' NVitli'111llt lldllltelit
tis follow,:

Ill lieul of tlihe ui1ttel' p)ol)opswd to 1he iliSe1tl(dl )y dlie Swlltite al-ili(d-
ni't1 l;iilsrtl thde followvi g:

SEC. 502. C'ERTAIN DISCRETIONA R Y TRVSTS IN CONNECTION
W'ITHI GIFT TAX.

((l) A.IFENEANRT OF THlE IN'T'ERJNAL REVENUE' OoD,.--'SC)eCtion 1000
of t/he Intrenralai Ivci'a uc d(le (jit1i )5'.il the 9iftJtax) is (ietnded by insert-
i'lg at. M/i end thereof t/ic 'followivja:
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"(e) CERTAIN DISCRETIONARY TRUS t.--Ih the case of property in
a trust created prior to January 1, 1939, if on aund after Jantuary 1, 1939
no power to revest title to suAh property in the graitor coul¢i be exerciseJ
either by the grantor alone, or by the grantor itn. conjunction wivth any other
person 'not having a substantial adverse interest iln 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
control with respect to the (listributwon of such property or the income
therefrom by an exercise or other terminilation of such power or control shall
not be deemed a transfer of property for the purposes of this hIampter. if
such. property was transferred in trust, the grantor 1not retaining such
power to revest title thereto in himself, or if such power to rev'est title to such
property in the grantor was relinqitshed, while (r law) was in reflect im-
posing a tax upon the transfer of property by gift, this subsectwon shaU
appll/ only if (1) gift tax wiaspasld unwth respect to such transfer or re-
hnquishmhent, annlnot credited or refunded, or a gift tax return wai made
within the time prescribed 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 exclutsions claime(i onsuch return, and (2)
the grantor consents, in accordance with regulations )rescribed by the
(Commi~ssioner with the, approval of the, Secretary, for all umrpo8es of this
(Jhapter to treat such transfer or relinquishntvit in the calendar year in
which affectedd, anul for all )erio(ls thereafter, as having been a transfer of
piroperty6 subject to tax under this Chap)ter. Thi3s subsection shall not
apply to any payment or other diisposition, of income occurring prior to the
terntn''tio-tn qf power or control 'with respect to the future (lAsposition of
income fromn the trust propertyy/"

(b) AMf1NI)DMENT Of IE1EVENUEJ ACT Op 1932.--Section 601 of the
Revenue Act of 1982 (-imposing a gift tax) is (a nende(l by inserting at the
end thereof the folloit)'ng:

"(C() EiRTAiNvDIscRZurIoNvARY TRUSTS.-I-In the case of property in
a trust create(i prior to January 1,1939,efOn an(i after January 1, 1989,
no power to revest title to s8uch property 'in the grantor could be exercised
either by the grantorf alone, or by the grantor in conjunction with any other
person, not having a substantial adverse interest in the (dis)osition of such
property or the income therefrom, then a relinquiishment by the grantor
on or after January 1, 1939, and prior to Ja'nuary 1,1940, of power or
control with respect to the distribution of such property or the income there-
from by an exercise or other termination of such power or 'control shall not
be seemedd a transfer of propertyfor the purposes of this title. If such
property' was tra'nsferred in trust, the grantor not retaining such power to
relvest title thereto iva H'imself, or if such power to revest title io such property
in the grantor was relinquished; while a law was in efect imposing a tax
upaon the transfer of property by gift, this subsection shall apply only if
(1) gift tax was paid with respect to such transfer or relinqnuishment, and
not Credited or refunded, or a gift tax return was made within the time pre-
scribed on account of such transfer or relinquishment but no gift tax
was pai(d u'th respect to such transfer or relinquishment because of the
de(iuctions and exclusions claimed on such return, and (2) the grantor
consents, in accordance with regulations prescribed by the Commissioner
unth the approval of the Secretary, for all purposes of this title to treat such
transfer or relinquishment in the calendar year in which ejJfcted, 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 or
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control uwith respect to the future disposition -of income from the trust
proJ)(rtHy."

(C) INTERES.T ON OI'E',4YMENT,.S-NArO interest shall be allowed or
paid( Ofl, ay orlYerpaymncnt resiult~i9fromn the applic(ation of this section.

And(l the Sen eiaw green t(o the satue.
Amendm('ent, 1iilinl)birE(l 202:
Thalt. the lolose recede flolml its disalgreellelnt to thellmeyv ilieont of

the Sennate, wimiibeineed 202, and tgrlvee to tfei saillC with i aII1,111('ildlilent
as follows:
OnIpnge 72, line 1 7, of thoe Seia teng('('ig'o sse(d(1 Ill(dInlluts, stxlile( olut

''503'' lind(1 iiseit ,;o/; 1111d( tle soillet11ge vee to thle 8 e11110.
Amendment wiilil)betr((l 203:
'T'hIJI1 thiw( 11o01i(' ic(ted(l frolim its (dislgr1geefllielnt to tlh lull('llfl en t, of

the Svnaitt timimheved 203), a1l(l Igrle to the( saille wit'il an111amnlidnimelt
as follows.:

On1 p)age 7:3, linv 2, of the Senti.('llvgvossv(dllivildimen('ilts, strike 1Out
''504'' Ui(1 illsmletl0t5; a111(1 the Selilt elagree to tOle same.1c

Alueno(hint, miinei)(1l 204:
1hllt. the HIowse1mrecede front its (d isalgmeeleuli totO hll(e amlend ment

of t hleSemtev u mininr)(wed 204, and(1greve to 0Ie sa111me Wit IItiluailn.11'eut
a.s follows':

()il page 73, li } 10), of the Seill e ('ligrossed(l 11luel(linlenits, sth iko
ot t ,' 505' 1111d insert SOG o11td he Selletate agree to the sajue.

Amnend (leinnn1ewred 205:
T1h11at tOle Hlolls( iced e froill its, (1isilgrllen('ilt t)o the auvildnien t of

the Senatitv maimered 20)5, a11( 1gagree t(o tOle satmlel vith tillan ilndullen t
as follows:

In liell of tle mI teelm' proposed to be illserted by tllme sente amlliend-
mellut, illsert thle Cohlow il:
SEC. 507. IMPOR TA TION OF'TANDARD NE WSPRIN T PA PER.

((I) [N (6ENE1?AL..--F0o the p)v/poses of pa1)(i1 aph, 1772 of the Tariff
Act of 1930), as(1welnlde --.

(I) Paper wichhi'18 ?fitolls 'not less than1 15 i'1nches i71 width
,shall b1 de(nlle(d to be it(l(/(tnlfl' n sprUiLt poper ?l80ofatr (is width
of rolls is concernt(eed; (Iltd

(,) lper which,. weighs not less thtan 30 pounds' (with. a. 5
peI' ('contwin i( ivi lf(t'hrillng tolcrance petinitted) per re(am of 600
shcts,,4,V2,;by.by 0 iit,Ihes s/ait be? deedtne(d to be sa ltnd'(ird newsp4rint
I)(tjer insofar(i1w tlniln1im qweight is concerned.
(b) FFEC'irF'1,:1' PEfIRI).-Ihe pro(msi.Ons of Slwbsect iafl (a) shal1l

appl-y vith, respect to paper entrer('(l, orwithdra(tnil frout. v.warehowse, for
consumttyi/ion, oiftoer the d/(t( of the ena(tment o*f this Act aild while Uni.ited
St(teis PlCWSJd)(t-lishl)elih'she (Ire limited by 1(i1W or by qo()vernwinental or(ler
or reqid"tion ais to the (itnolul t of paper tilhe? nay vse iln the pllblic(ltion
of their 71(?1?8/)(/)C1S.
And thle Seiiate agree to the san ,e
Amendment, numbered 206:
rj1111 t, tlihe 1lhse vee(d(le froln its (dIislgalglrelct, to t0h aniellndinelt of

the Seam te nutnibered 20(), adagree to the saune witlh an anicfl(dilnent
as follows:

Inu lieu of tle matter proposed to be inserted( by thle Selnate anlend-
nient, insert the following:
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SEC. 508. EXEMPTION FROM TAX ON PLAYING CARDS EXPORTED
FOR USE OF ARMED FORCES OUTSIDE CONTINENTAL
UNITED STATES.

(a) IN GENERAL.-Sectfln 1880 (relating to the exemptionfrom the tax
upon. playing cards exported) is amende(I to read as folloow8:
"SEC. 1830. EXEMPTION IN CASE OF EXPORTATION.

'Playing cards may be rem ove(i from the place of manufacture for
export to a *foreign country or for sh~ipl.ent to a possession of the Onited
States (or, until the date (;n which the Presideent proclaims thit hostijlities
'fl the present war hame termfinatedl, to a territory of the lUnited States for
the use, of memtibers ,of the military or tnwal forces of the United States)
uitthout payment of tax, or affixing 8talm)p thereto, utndler such rules and
regutlationts and the filing oj such bonds as the C(omnrnissionter, unith the
approval of the Scret(ary, may p)rescribe."

(b) AEFEcWrvR DUAT.---The amendmetnet ma(Ie by subsection (a) shall
be effective as of January 1, 1942.
Ant thet Senatte agree to the samre.
Aniendmenivit inuimbered 207:
That thie lIoSu receoIv(' froin its (lisaigr'eenieut to the HU)fl(nlliellt,

of the Sentt(e iuminb(ered 207, and agree to the sainte With anfillamen('lndlt
as follows:

Oinait, th, inattor prol)os(I to 1)w iseilrt(1 by the Senato, anioni(da ent
ftn(1, oni p)are. 27 of the House b)ijl, after, lineo 3, insert the following:
SEC. 112. DEDUCTION FOR LOSSES ON SECURITIES IN AFFILIATED

CORPORA TIONS.

(a) STOCK Lossis.---Section 23 (Q) (4) (1?) of the Internal Revenue
C(ode (relating to losses on stock of aftlliate(d cor)orations) is amen(Ied to
rea(L as follows:

"(B) more tha(n 90 per centdurm. of the aggregate of its gros8
'incomes for all taxable 'years has been from sources other than
royalties, rents (except rents (lerive(l fro(m rental °, properties
to employees of the company in thW ordinary course of its oper-
ating business), diddendls, interest (except interest received on
(deferred, purchase price of operating assets 801(), avnnuities, or
gains from sales or exchanges of stocks and securities; and"

(b) BOND Losspm,---~S'ection( 23 (k) (Q) (B) )f the Internal Revenile
(Oode (relating to losses on securities of affiliated corporations) is amended
to real a(1 follows:

" (B) more than 90 per ce tumr of the aggregate of its gro88Incomes for all taxable 'years has been from sources other than
royalties, r~n/s (except rents (leruve(d from rental of Zproperties to
employees of the company in the orohnary course,. (f it operating
businesss, diviidends, interest (except interest received on deferred
purchase price of operating assets s8ld), annuities, or gains
from sales or exchanges Of stocks an(l securities; anid"

(C) TAXABLE YEAR.S TO WIticti APPLCAiRE.----The amendments
made by this section shall be applicable with respect to taxable years
beginning after December 31, 1941.
And thet Seniato agree to thle samie.
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A.mnndmlelt,t nmIbered 208:
'liut tle lIollseo t' evede fromI its (lisalgieemnent t.o tde amelldllment of

Olen Senate mm mih1ewred 20), 1l1d agree to tle SileU( with nItX aIli('v(llient
as follows:

lit lieui of tdie iimi tter p)roo)osed to te islledt(1 by thie' Senate atmend-
imenimt i nmsert the fohloi ung:

SEC. 509. RETROACTIVE EFFECT OF SECTION 169 OF THE
REVENUE ACT OF 1942.

((a) IN KXThs'RA fi.--Section 1W6 (c) Of the Revenue Act of 1942 (relatin.g
to '/le effect ire (altcl of Cerat(lin. ame'dlm(i;ents to veCtilofi 322) i,4 amended
by 'inserting (it the e'not thereof the foiowifg: "'A prmmisiona having the
reject of t/he (lmetn(dent insertin-section 322 (b) (3) of the Intern
Remeitue ( 'ode, al(d a proeinsionl, /ntintlg the 0:/Je('tof the amendmet ?na(/e
by subsection. (b) of tihiis section, Ashll be (teeme(1 to be included in the
reve nie l(ai)s respc-tuiely apj)pticable to taxable years begirnning cfter
IDeceniber 31, 1923, but such amelndmerts shall be effective, with respect
to taxable years beglinirling prir to Jan'uarf/1, 1942, only if on2 or at some
title (ifler the (late of th} 'enadtmnent of the Revenue 1Act of t19 43 the (Co-m
?llt8sstLor my(17/ (15s88 the, tax, for such taxable 1/ear solely by reason of
having Made (eeither before, ont, or afler the dat;e} ef the enactment of the
Reveive ActA of 19413) (all agreement iW.il ft/e taxpayer purstant to sedtiont
276 (b) of th(e? Internal IRere(nee ('ode or the cotrresptonhln provision of
tile apptl'ia(lble i'ior T'Ci('111(? I.an,' to (?xtenld beyond ble th'me precvrberi in,
sectiont 271i or the corresponding flYvoniof l stch prior revenue lawzv the
dlite iviih'in, wh'ih('/I the (Commllssiio.ner'111(17/(ma 5s5Ce88 the t(ax.

(b) (C',1ur.i(N aI'R7tavll raS.-/ f(1oim sfec of tt taxpayljer a-nd the
(bmouiassioner executeol (ii, agreement to extei(l the time withinllwhich, the
liability ivith, respect to the t(1x of the thizpayer for a taxable 1/ear befinlntiing
in 19)36 might. be aissessedi aflai'n st such trans1.feree, any overpayment of
the tax of the taxpayer ?with. respect to such taxable y ear which the 'IT'X
Court of the Un-itedi State8s finds has beeni, pa(id by such tratnslferee shall,
whell, the (leCi-s tOn of the Tax,Court of the United States has become fital,
be cre(litedi or refunded to Bsuch traltnsfree. 8uch credit or refundl /shall
not exceedi the (i-monWt paid by the tra-nsferee with respect to the tax of
the tatlpay/er Jor such taxable ?ear avithin the four years inomediately
precedivg thie execution of ssuch agreemtentt.

Atid tlih Slllte agree' to tdiel SuLIC.
Amnendoenwt, nwm1ered( 212:
IThat tmhoullse Ie('e(de from its dlisagreemnent to tlie( amlend(lent of

time 'S(naLtel lIitll)OI'e(l 21 2, tinid agree to tOm. saLm withl allilendmnent- as
follows:

0OI miigec 81 of tle Seate enmgrossed( amnmemlidet's, iT) line 2, strike out
"'51 3'' amitd insert, '512; in lie .3, after '(t)'', insert, In CGeneral,.-; anmd
in line 8, after "(,h)", insert Ejfective Atde.--; atimd the Senite agree to
the samle.

W

Amendment, mlutfli)e(1 213:
Tlhat, the Holuse rvee'de from its lisaigreement. to thie amendment of

the Semmat(e nulul).rerd 213, and(1 agree to tiie snle widiflli amt ndmfl(3tl(let
as follows:

1In lieui of tie matter p)rol)msed to l)e ilmsert.ed l )y tie Senate. flImCei-
11tit insert, tlie( following:
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SEC. 513. PERIOD OF LIMITATIONS IN CASE OF RELATED TAXES
UNDER CHAPTER1 AND CHRAPTER 2.

(a) IN GENEs Az.--The Internal RevenueCodel is amended by in8erting
at the end (ofchapter 38 a new section to read as follows:

"SEC 3807. PERIOD OF LIMITATIONS IN CASE OF RELATED TAXES
UNDER CHAPTER 1 AND CHAPTER 2.

'(a)!)RFINITIONS.---A8 used in thissCction,-
"(1) The term 'tax Previously determined'shall have themeannig

assigned to such ter by Section 3801 (d).
"(2) The tern 'the same taxable year' shallinpelude any taxq~le

year which, coincides in, whole or i'n part with the taxable 1/ear for
wwi(h the determination, referred toi'nsubsectiom (b)ism ade.

"(b) EX'TENSIJON oFP(FRIO opLOFwTLrfN8.--i-Of---
"(1) wnder a determ'iniiat i'C CSp)ei,f ataxim$p ose d by chap ter

I or chapter 2, a deficincy is assessed ora credit or refund ofan
overp)aymenti8 allowed, within the periodof limitation1s properly
applicable thereto, and

"(2) the application of the law) or facts determined in. the aseertain-
mentofsuch deficiency or overpayment to ani other such tax, of the
taxpayer uider chapter1 or chapter 2 *for the same taxable year
voulid result inanincrease or dcreasein the anmounat of the tax
previously determined inrespectof such other tax, and

" (3) on, any (late prior to the expiration( of one 1/ear from. the
assessment of a; deficiency or the allowantce of q credit orrefun(d in
respectof the taxreferred toi'n paragraph (1), the assessinent of a
d(ljicieney or the allowivance ofa CredP t or r(fUl'nd 'il resjsect(if the tax
referred toi'l parag~ralph (2) is prevented (except for the provisions
of section 3801 'or 784/) by the operation (whetherbefore,(on1, or(after
the (late(of enactment (if theRevenue Act(of 191,3) of any law or
ruleoflav other than thissection and other than,Section( 3761 (relat-
ing to coinprotmises)

then- upon. such (late the increase or decrease in, the tax referred to in para-
graph (2) shall be considered a deficiency or an overpay/ment, as thecase
'may be. Suevh deficiency 'may, be assessed(and(l collected or such overpay-
mnetmnnay be credited or refunded as 'ijo the (late the deficiencyis assessed
or the credit or rojund allowed in respect(f the tax referred toin para-
gra1ph (1) one year rem ainexi before the expiration, Of the periods of
limitation,uponm assessment or filing claim for refund in, respect of the
t(ix referred to in, paragraph (2) for the samle taxable 1/ear.

"QC) ADJUSTMENT UNAFFECPED BY' OIH'JER ITEAVf921!7C.---In deter-
ining(whether an, inCre(tse or(leerease in the amounlt of the tax previously

leterinen.(l shall be consi(eredi to resultfroam the (application. of the law or
facts under a (letermi'nition referred to 'in subsection (b) (1) (changes shall
be mafle irn items which are the subject of such (letermination and ih
items which are affected thereby, and in no others. The amount which
'mlay be assessedd or allowed as a credit or refund un(der subsection (b) shall
'mot be (diminished by an~y credit or set-off based upon any item which was
not the subject of su(h determination, or affectedl thereby. Such amount,
iJ paid, shall not be recovered by a claim, or suit Xfr refun(l or 8uit for
erroneous refund based upon any item which was not the subject of suah
(letermnination or affected thereby, except-in connection with a' subsequent
applulation of thW 'ection.

94992-44----S
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"(Q ) APPICATIc ON TO AFFILIATED GROUPS.- ------As used in subsection
(b) the termn, 'anyother such tax of t/c taxpayer' shall, if the taxpayer was
a member of(a'ii afi(lta(idgroup),(1/so include (afly Ot/her such, tax(f any
other member ofth/i groupI.

(b)'T'AXABLE' YEARS TO WHICIICIF A1PPLI0AILE.----`h.eaUelClmendet
rnadc by this )ect(ioi5/1(1()allapp tot(ax(a)bley/a(r(sb)cginiiingifl(laterI)et7nember

31,1939s.
And theSemtt itel'('or to the sfinme.

Amen( ment, nundered 232:
That theHlouse recede. from its(lisfigireeillent tothleafulln(wleflto f

the SeflmAteIuIit)tr'(d 232, mnd agree to the same wit-h an amendment
as follows:
On page 8G, hine 20, ofthe Setat, egt'rosse(Im ein(la indim ts, strike out

''atid in theease of cariry-over-s1nd( carry-hacks'".
On page, 104 of the I lousebill, after the period inline 11, insert:

"(C) NTotuiythsstfawndinf(1l of theprovisions of this section to the con-
trary, 'no amount siwil beilo-wuel da-s an itemin of cost (i) by reason of a
recoinput1)ti wn- of the am ortition(deductionltp)ursua nt to section 124f (d)
qftihe Internal Revenue('ode 'unti aftersuh71 recomp'iiutation has been
m alc in(mOtlcliw '7ViWt/liv, (aleterminati on of the taxesi'npose(d by Chapters
1, 2A, 21, 21), anl 2.1Eo( the Internal Pevenue'(Codefor the fiscal year
to -which the excess ie profits detrrii'-ed by the renegotiation are attrlbut-
ableor (-ii) b~yre~snlof the a-ppliceation of a carryt'-over or carry-back
lelnr any circutmst(lnc(. s. the absence of such a recomn nutation of the
ainortit(l'won(de(/ductions rferre(I to incla-use(i ) above shallnot constitute

(1 C(111SC forp)oStponIling ei/imakitn01(ak(o agreement,(r the entry ofan
O0/1er, dleterm inimg the(1amoiiiti (f d.'Ce'S5ire profits,o(rjor stayingtfe
eliminating. thereof.

"(1)).Nohvlith./t(wi(dinga(ylii/ of the provib-ions ofslubsection (() (//)of
this section to thc(onltlr(la), titM6cuL'Ul of a renlotietatio'n which, is madle
prior tosuch/i recomli)putatiom, thereshahllbe repaid/ byt/e V ited States
(without int(,rst)t(o the cmoiad(or o1'5su1bconitra(ctor aft( r5suehi recorn-puta-
tion iic(1the 0outt of'l a 'ndt rceie.Joti(ation. rebate computed ii thefIollowing
(Iescribe(/ man1(e1rliii. I here sh/1(l/lirSt be a8Ner(1i'e(l t/we portionof theexces-
xs'e1profitS. determined bytlicsr~e(nJ/oti(tioil whic'lh is attributable tohe fiscal
yeairwUith/ resCOt to whic/iaIIet renefgl)tilation rebate is claimed by the coln-
ti-ator or s-ub(ontra(hlt (hercina/ter referred to a.s renegotiateed year"').
There 8hallthen be (scielrtai('(Inc1/itauiunt ofthe gross rClligotit'io(n rebate.
forth/e rieiettotiaited yea(r,w/ivich- amount shall be an allocable part of the
(L(hIditioni(al (ai/iortiZ(ltiOfl (dl(ed'uOi whittch is allowed for 1/iegotiated

1/corIupon- the recomputation matte pur-l.Su(llnt tosectio.ll 124 (d)(of (he Inter-

'ntl Ietc(-1 u, ("'ode in o-mnitection w-ithi thle d(eterm in ation- of the ta:es for such
yiear and which/ is attributable to contracts 'with, the Departmentsanidsub-
Contracts,except that the amoun t of the gross renegotiatio-n. rebate shall not
exceed the a-mount of excessive profits elirni-natedfor the reneyotiated year
pursuant to the re-negotiatiao-l. The allocation of the additional amortiza-
tion (led-uction attributable to contracts uwith the Departments and 8ubconr
tracts, and the allocation of the additional aimortization deduction to the
*renegotiated year shall be determined in. accordlance W/lth regulations pre-
scribed by the Board. There shall then be ascerta-ine(d the amount of the
contractor's or subcon tractor's Federal tax benefit from the renegotiation for
I-he renegotiated year. Such, Federal tax benefit shall be the amount
which the taxes for t/hc reiegotiate(d year utndler Chapters 1, 2A, 2B
21), a-l-n 2Ei of the Internal Revenvue Code were decreased by reason of
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oin'itting from gros6 income (or by reason. of the application of the pro-
visions of section 8806 (a) of the Internal Revenue Code with respect to)
that portion of the excessive profits jor the renegotiated year whith is equal
to the amount of the gross renegotiation rebate. P'iJe amount by which
the gross renegotiation rebate for the renegotiated year exceeds the amount
of the conitractor'.s or subconitractor's Fe(deral tax benefit from. the renego-
tiationjorsuch year shall be the amount of the n(t releegotiation rebate for
such year.
And the Senate, algree to tle same.
Amendment numllbered 233:
Trliat the House recede from its disagreement to the amendment of

the Senate numbered 233, and agree to the sanme with an amendment
as follows:

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

" (5) The term 'subcontract' means-
"(.A) Any purchase order or agreement to peforin all or any

part of the work, or to make orfurnish any article, requiredfor
the performance of any other contract or subcontract, but such
term does not include any purchase order or agreement tofurnish
office supplies; or

And the Senate agree to the same.
Amen(lment inmbered 249:
That the Hotose recede from its disagreement to the arnendnient of

thea Senate numbered 249, an1d agree to the same with amendmenits
as follows:

O()n page 110 of the House bill, after the period in line 1, insert
the following: Any such agreement ifima(le, may, with the consent of
the contractor or .l contractor, also inclhide provisions with respect to the
elimin7ation of excessive profits likely to be received or accrued.
On page 110, line 2, of theoloise bill strike out"sch allagreement"

and insert an agreement with respect to the elimination of excessive profils
received or accrued; and the Senate agree to the sanme.
Amendment numbered 252:
That the 1-louse rece(le from its (distAgreemeint to the amendment of

the Senate jimnumered 252, and agree to the same with an amendment
as follows:

In fievi of the matter propose(l to be insert(fhy the Selnate amend-
meiit iisert in2 The Tax Court of the United St'tates as proof of the facts
or conclusions stated therein; a1ni the Senate agree to the same.
Amendment numbered 260:
That the House1rece(de from its disagreement to the amendment of

tl)e Senate numbered 260, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
mnent insert in respect of amou-nts paid to the contractorfrom appropria-
tionsfrom the Treasury; and the Senate agree to the same.
Amendment numbered 268:
That the House recede from its disagreement to the amendinenlt of

the Senate numbered 268, and agree to the same with amendments as
follows:
On page 90, line 19, of the Senate engrossed amendments, afte"

"year", insert (or if such fiscal year has closed on the date of the enact-
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ment of the Ieienue Act of 19T3, on or before the first doy Qf the fourth
mordhth.followin-g the month iv, which "ich date of enactment falls);

Onl page 90() of t he Senate engrosse(d ame(lindents, )eginning, in line
20, strike out "actual costs of productionn an(l sull other.information
as the B3oar(d may b)y regulations p)rescrihbe' and insert such in form-a-
tion as the Board may by regulations prescribe as necessary to carry out
this section;
On page 91 of the Selnate enrgrosscel amnen(ldments, l)begining in

line, 4, strikev oilut '' requirid(l 1) v tIlie Bolr(1"' dTI( insert whihi, is deter-
fninled(i by the Board to be 'Uessailr!I to earry out this section; and the
seminte 11gree to the Saim.
Ametndm tit nuiube red 282:
Tfintf the IHolls( r(code(l, froloi its (disngre(vmnilt, to tle almlndfl(ilCX.t of

the Seinte numl)e'red 282, auid Rgree to the saime with mi amindnent
as follows:
Omn it thi ma1)1tfer J)rol)ose(l to he inlserte(d by thie Senate atinle(ln tent,

restore thle iulttelr proposeol to b)e striikIn out l)y the, Senate amend-
m'nt, and onl page, 120, lines 23 and 24, of thO house bill, strilke out
''ai(l (b))''; alnd the Seioite agree to the snaIIo.
Amendment numbered 290:
vl'litlt thel 1-louse rece(de from its disagrveemCntA to tile amendinent

ofthle Se(nllalt.e nilnlil)re(d 290, and agree to the same with anii ameicd-
Ilil'lt, ats follows:

Sterile Olt thele mattI r appearing in lines 22 and 23 on page 94 of
tlle en lte engrossed(l tmflendlin)eIlts, a11(1 tle latter appearing in
lines I and 2 011 p)age 95 of the Senate engrossed almen(ldIents, and
illsert:

shlul be--
"(A) in the case of any contract or subcontract the perform-

Mice of W'hich requires wore thtan twelve mionth~s, or in the case
of any contract or subcontract ivith respect to which the powers
of the Hoard a(r? exercised separately pursuant to subsection (c)
(I) rather thaii on a, fiscal-year basis, the portion Of the profit
so (lerircdl which is (Idtermi'ned( by the Board to be equal to the
sole pj)eCrntage of the total profits so dertqred (is the percentage
of conphltion of tie contract prior to the tferntlliitionf date; and

"(I?) in all' other cases, the profits so derived vhich are
recenivd or accrued, prior to the terintinationf (late; and

And the Seniit e agree to thie sane.
Amend-ment n1imlwirCd(1 295:
That, t}Xlole louse recee(l from its (lisagr'eemllent to the amendi)emit, of

the Senate numhluere(d 295, n81(1 agree to the samile with an1 amen(dnaent
as follows:
On page 96(, line 17, of the Sentite enIgrossedl amlendmllCnlts, strike out

"(F)" atnl insert, (A41); and(l the Senate agree to the, same.
- Amendment, nullmbl)ere(d 296:
That the Hlouse reed(le from its disagreement to the amendinent df

the Senate numbl)eIe(r 29(., and agree to the same with an amendment
as 'follows:

In liou of the matter propose(1 to be inserted by the Senate amend-
ment insert (F); and the>} Sellate agree to the same.

36



REVENUE ACT OF 1943

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:

II liet 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:
rThat the House recede froim its disagreement to the amendment of

the Senate numbered 301, and agree to the same with an amendruent
its follows:
On page 126 of the I-Iouse bill, after the period in line 23, insert

Nlotwithlstandi'ng any other provisions of this section there shall be ex-
clel(lcd from consideration in determninng whether or not a contractor or
subcontractor has received or accrued excessive profits thal portion of the
profits, derived from contracts with, f1e Departmentzs anda subcontracts,
attributable to the increment in value of the excess inventory. 'For the
purposes of this )aragraph the term 'excess iWventory' means inventory
of products, hereinbefore described in 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 uwouht be exempted from this
section, by subsection (i) (1)- (B) or (C), which is in excess of the inven-
tory reasonably necessary tofulfill existing contracts or orders. I That por-
tion of the profits, derived from contracts with the Departments and subcon-
tracts, attributable to the increment in value of the excess inventory, and
the method of exelvding such' portion of profits from consideration in
determining whether or not the contractor or subcontractor has received or
accrue(i 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 ptior to July 1, 1943, the portion of the profits, de-
rived from contracts with the Departments and subcontracts, attributable to
the increment 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 wa(s made prior to the date of the enactment of the Revenue Act of
191,3, such credit or refund shall be made notwithstanding such determina-
tion is embodied in an agreement with the contractor or subcontractor
but in either case such credit or refund shall be made oily if the contractor
or subcontractor, within ninety days aftertne 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:
rliat the House rece(le from its disagreement to the amendment of

the Senate numbered 309, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
inent 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) (C), (a) (4) (D)',
(i) (1) (C), (i) (1) (D), (i) (1) (F), (i) ($), and (1) in section-40 of the
Sixth Supplemental National Defense Appropriation Act,' 1942, shall b'e
effective as ij such amendments and subsections had been a Tart of section
403 of such Act on the date of its enatctment, and (21 the,tmendmmts
adding subsection (d)' and (e) (O) to section .403 of Su-h Act shall" Be
effectivefrom the date of the enactment of this Act.
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A\ii(1 thle' Spiut(et fntrg( to tl)e Si1Cle.
Aineii(Imetit, mInlI)ere(d 3 1 0:
That, theo Io6iseC r(1Oeed from its dlisagroeinciit to the amndni(iment of

tlh Setllat C 111 l)cVbC(l 3 10, a1ldl agte-e to tle sf111" wjith tIll amendminelt
5s follows:

n liela of tihe matter proposedd to be inserted by)Y the Senate amend-
m1iv t inser't, the follow ig:

TITLE VIlI--REPRICING OF WVAR CONTRACTS
SEC. 801. REPRICING 0' WAR CONTRAC'TS.

(a) As1 sed -in thlis section the terls't ' Dep)artmient", "Secretary" and
''article'" s/all hiae the swine' ineani aings as i-n siibsectionl (a) of tde Rlen7ego-
iaw6011i Act.

(b) IIVhe-n the Secretary of a I)eparitnent deems that t1re price of any
artil-e or scivice of (ny kind, qvwhich is required by h is Department or
(iirectl/y or iin(Itreeitly reqwu-ir (i,*fuirn-ishe,(i or of(ere(d in COn-nection with,
or a(I 1)0ip1 o, theI perfolwna-nce or /)roclremiient of any contract with his
Depaitninen tl, or of a iiy// sa bcontrfltl(lt there and(icr, is ua reason able or unfair,
the 8e(reirt(vi/a/),7/ rcquir/' the, per80son,.fura'lhing or offeriingy to fiuriish such
articlee or servie to neogi(iatc to fix a fair a ad reasonable price therefor.
If suich, p)'r.son -relfus to (ai/gee to( (L price f)r suich article or service which
tIhe 8recn' ary considers fair and re(smnilblc, the 6Secretaxr/l/ by order may

*fi' the ri(ce p)(ayable to such, s)ii'ofiforfahinii-ag suc article or service
aftJ(: the t(fectire date of the order, whether under existingj agreements or
othcru'ise. The order (il(1 peribe the i)eriod(lbtduring which the price so
fixed shal(111 be flfcthiv(e and sutch- other termsanIId COnd1ition.s (1S the Secretary
deemts a-pprop'riate.

(c) AIny person (agg/i'tredi b/y an order fi,.'ixiag a price und(ler this section
ma/y sue the U.,nited States in- aniy ap)prop)iate court. In1 such stit, such
person, shall be, Ceiditled to recover from the IUniSited States theamlGounlt of
(a-ny dif/ereiiace between. (1) Jo ir (nd ju1st coriienisatio a for the a rticles and
serimcesfurntished/ u(ler the terms of the order anid (2<) the priceixed for
such articles and services b/y the order; but if tIie prices so fia-ed b/y the order
are foutad to exceed fair and juist corn piesation- for such articles and
services, s echi 1persani shall be liable to the United ;States in such suit for
the (aimouni) of this 1''Ces5. .1n? suich sulit shall be broyah-t within six
mon~thds afteGr tthe order by the Secretary on which. it is bassed, or after the
eXpiration; of ltie period or p)eriOds s/)ecfJied in such, order, whichever last
OCcurs. Suichf a suit shall 'not stay/ the order in roled(l.

((I) It hen crevaity1)eaprson wi/fully, re~fu-u'es or wfidl.'li fails to fiurninsh
an, such particles or services (at the price fixed by/ an. *or(der of the Secretary
i-n accordance 'with- this section, the President shall hare lower to take
itamediatc possessiont of the plant or plants of such person and to operate
the)m) in. (I( cord(atce vlh,section 9' oi the Sdeetive 'T.l-iaing and kService
Alct of 1940, as (amlelnded.

(e) The (Lath ority and discretion hei-eiin conjerred vpon the Secretary
of -each-'L)ep)artr eWt mtay be (lelegatedl ini, wlhole or ina part b,/ h-in to such
iin(iiidualis or (1tcf(en-ies as he may dlesigiate in his Department, or in
aii-y other Departmentct ?fith the consent of the Secretary of that Depart-
mnent, and he maly authorize sich individulIs or agencies to makefurther
delegatio as of qsuch authority a1id discretion.

(J) ELvery purchase or(ler or agreement, or contract to make orfurnsi8h
an-/i 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- con-nectwn- 'ith,
or as a part of, the )erformance or procurement of any contract wiith s&uch
I)epartment or of a-ny subcontract thereunder, shall, if made thirty days or
more after the daite of the enactment of this Act, be seemedd to contain a
p)rovision, under which the, person making or furnishing such article or
sernqce agrees that vot'ethstanding other provisions of the purchase order4
agreement, or contract, he shall be entitled to receive for such article or
service only the fair and just comr)ensation provided for in- subsection (c).

SEC. 802. EFFECTIVE DATE.
(a) Section 801 shall be effective from the late of the enactment of thiu

Act.
f

(b) Secti-o-n 801 shall not appl)p to any contract mvith a Department or
nly sitbcontract made after the (late proclaimned by the President as the

(aie of the termination- of hostilities in the present wvar or the date specified
-in a cone-rtrent resolution of the two llouses of Congress as the (late ofsuch
termination-, whichever i-s the earlier.
And the Senate agree to the same.
Amendment numbered 311:
That the Houise recede from its disagreementt to the amendment of

the Senate. numbered 311, and agree to the same with aInCIidments
ats follows:
On page 105 of the Senate engrossedamendments, line 20, strike

ouit "SixC. 902." an(l between lines 19 and 20 insert SEC. 902. APPRO-
PRIATIONS TO THE TRUST FUND.

Beginning in line 23, on page 105 of the Senate engrosse(I amend-
m11en1ts, strike oult trustt fuind" and insert Trust Fu-nd; an& the Senate
agree to the snine.

1H. L. DOUGHTON,
THOS. If. CUI.ILEN,
JERE COOPER,
WESLEY E. I)ISNEY,
h-1AROLD KNUTSON,
DANIF, A. REED,
ROY 0. WOODRUFF,

A'!anagers on the part of the I-Iouse.
WALTER F. GEORGE,
D)AVID I. WALSH,
ALBEN W. BARKLEY,
TOM CONNALLY,
ROBERT M. LA FOLLETTE, JR.,
A. H. VANDENBERG,
JAMES J. DAVIIS,

Managers on the part of the Senate.

39



STATEM IN'T O1F 'J'Il E MNIANAGS ON' THE, PART OF TILE11OJSE

TPhe n-1iII ag(erS oil the pU rt Of the Ilolus(e at tile colnferenlce OTI the
(Iislu(r.ei vo\'()t es of, tle tvo II oisvs oil t41 fUllnien(I11('1lit's of the(' Selilate
to t1(' b)ill (II. 't. :3687) to provide. revmeile and( for other I)purp1)oses,
.Smliiit, tlI(' follomiTig Statemleiit, il eXJ)Tnmit~iOll of tlh(. effect of tihe
actionI ag-re((I'11)011 1! collervees 1111(1 rPcOIll.11('l(l eI ill tile afecoI1-
pU lyiViiig cloi lcreiice report:

Au1e(iulinenllt No. I: This, n1emiwiileit. changes.the table of contents
co(IlIhiiiji(( iiI thle' II 0115(' 1b)11. TI I11e HIillS rece(Ies with fl,11U11wiei(lIflilt
iisert;j}tijiC ImCW t ilb)l( of'(of litoil1ts.

Amemideitlt, No. 2: TI1is i~s (lc('Ivivll illCeliilldejt,; the Sellite rece(les.
AnIvlEiiimei It, No. 3: 'T'isisis U. cleriectl t'1,nev(mln1ment,; thle [los011e recT(lesI
Aivii(llinuit, No. 4: This amevill(llint, elillinilt,(s thl(e provisions of

the II ollse 1ill ille'rmulsing ilie o11ii 11ii t1l r'te to 10 p)erlceIlt afl(l pro-
viding, for Ut i)miitnilim . tUx of 3 porc'n to of the iiet. income ill excess,
of ('Cr.lill c('r(eits. agziinst ,et, income when stich minimum tax would
rstult ill i (grea tir ii nooluiit of t ax tuiain tih l)Io)ose(l 1O )pIelit normal
tanx phls ';iletax. 'Tlie [lollse' ree(ICs.

Amen(llenint No. 15: Tl7his amen(fiaicnt eliminates the( provisions of
thl(e I [ouse bill r-elatiiig to rates of surtax oni individuals. The House
I'eCe(Ies.

Amilo-lhrent No.- 6: r'1his almel(lmenlt eliminates the provisions of
tlle II olso bill wh'llicll hllange the tal)le of alternative tax onl individuals
colntlini)C(l ill swetfio 400 of the (,1floldIdamefl(n sectioil 404 of tile code
to (Ilely to c(itiZenls of thel United States entitled to thle,)fblefits of
-Se'GtiO; 25 1 of the co(le the right to miake a return under supplement T.
'Thie HIIOliC 1C(('(lesN' iththi ildii(livllitis re'visilig the tilbles mider Supp)l)le-

'eit, 'I' to lniaI( nlilor Chaiai'igs a1(1 t(o gie(' effect to the repeal of thle
(eur'l(ied-illncolm cre(lit, ai(l to ('Oll)iillC the Victory tax fil(1 the ilicOIUC
tax aind(r'('Storiui the falliu (llnent to section 404 of the co(le contained
ill the Ilouse l)ill.

Amende(hnet No. 7: This amend(lmnt eliminates the provisions of
the hlolls b)ill that, relpeal thle Victory tax 11ll(1 that provi(le tehlillical
111110eI11(lilt s neces(sitat e(l by the rel)eal of tlhe Victory tax. Thel House
I'rc'(ed1s

Anivi(uniuent No. 8: This almncIment eliminates the provisions of
tell(' I.ooi(se bill r'elating to the amount, an(d computation of the personal
-exonip)tioll a1i(I cre(lit for (lepeIl(dlIlts for the llurilposes of the minimum
tax. 'I'h Hollse rvce(Ids with as challge ill Sec(tioni mUuim r and the
followi ng filrthelr anlie(dllielits hichlhllave the effect of sulbstalitially
retaillilg certaill provisiosis in the Il-lou1seo bill:

Section 25) (.,) (3) of the co(do (relating to change of status) is
aellell(ld(l to provi(le thatt for the p)lurl)os(s of (determinining the amnounit
of the I)ersontil exeml)tionl and(1 cre(lit for (lependents, the, status of the
taxxpayeI slzihl b)e (letermine(l as of Juily 1 of the taxable year, unless
tllQ taxable ye'ar (hoes not inchl(le Ju1y 1, in which case such status
shall be (leternmined as of the last (lay of thle taxable year. This pro-
vision will Iave the effect describedd in the report of the Ways and
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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-
tionr 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
taxable year resulting from the closing of the taxable year in case of
jeopardy. -
Amendment No. 9: This amendment eliminates the provisions of

the House bill altering the return requirements of in(lividuals. 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 1-louse bill:
A new subsection (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 dloes not include July 1, in which case such determina-
tion shall be made as of the last (lay 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 (fly of the taxable year-is a return for a short period
and thus differs from the taxable year of thel 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.
Amendment 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 an(l ending in 1944, under
section 108 of the code. This latter change is necessitated by the
action eliminating the repeal of the Victory tax. (See amendment
No. 7.)
Amendments Nos. 11 and 12: These amendments are clerical.

The House recedes with amrendmnents changing section numbers.
Amendment No. 13: This amendment, for which there is no corre-

sponding provision in the House bill, amenfls section 22 (b) of the
code to exclude from gross income amounts received during the tax-
able year as mnustering-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 replacement provisions 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 sectiniiv number. The

House recedes with a 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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thle amelon(Illelnts ma(le ill 1942 relating to the de(luction for worthless
(ieb)tS by reitoriiig the languagere ill thel Code prior to thfe Revenue Act
of 1942, co(lcerIliilIg (1w(1iuctions for p1irtilly worthiless dlebts. Trle
(c1lia ig~c 1mlade by the 1942 tact witha resp)ect to totaltl worthiless (lobts
iS not, 11tiendU'( I b llhis sectionii 11misime111ticI1 t i(' 1 942 cliilgle('S w(WC
111MIC,1 tretIC'ti'li to tb110fteyeirs b)egiin inig after December 3)1, 1938,
thle rest(W!ttloll of tliew 1I i 11111(l0 l)y tiliis se('(tioln is lik5w ise retroactive.
Thle I louse rOe(C((10S w-ithii (Ill11(ge ill sectioll 1111111ber.

AiiieminidentI. INo. 17: Tl is tinieln(Imient, for which there is no cor-
I'j)O(liig( pr)IoviSiOll inl the Iololse li , 1(da11,it Wn section tiallell(ling
sect ionl 2 (q ) of le c( l (renlmijig to (luirit able, 11(1 iotbiei coiitiribii-
tiols by ('Ol-I)Orl1l.iolts) b)y illsviit'ilrig "' 't('V1IT11 rell)ilitIation service(
after scientificic"' ill plarlgrapli (2). he ('flect of thlis insertioni will
be to incli(le condtril) tiions to or for the use of at corporattion, trust, 0or
colmlln lility cI1'st,, fullnld, or foull(latioll, orglnlliz(d 1n(1 op)erated( exclu-
siVe'eiv for V('tl('rail1re1bilitilaiOll Selvice( anoliOng the Charitilble con-
triblutions for wlii(li a. corporation maly be allowed de(ductiolis.

Th5llis Ili(8lli(llient, furtlier amiend(s section 23 (q) by inserting after
partrgrlp)li (2) it new p1taragrapli (3) whliichl aidd(s anrothier class of con-
tril)utions to )ecot si)id('(l1 inl (leterllihintig dlowtib)le dedluctions ill the
Case of a col)poration makxllding (1}ilriitable 1and othi' GContril)butiOns WithilI
a1 taxabille yearTie'lI(w category (consists of contributiolis to posts
or organizations of wail rv(teranis, or au11xilirlly uiits of, or trusts or
foulln(fltions for, aiy suchl costss O0' organizations, if such posts, organ-
izations, uiIts, trusts, or fouldatioTns tare organized in thie Unite(d
States or anyth, of its possessions, anl( if no part, of their nlet earnings
inur(es to the b)(n('fit of tiiiy private shlareliol(ler or individual. The
House rece(l,'('s witlh a clerical tmnien(inent ami(l a change in section
nuinl)(r.

An-wi(endnent No. 18: This is a clhange in section number. The
HoUse reCe(Ies Wvithll a. furLther CllhlTnge iln section nulnmber.-

Aiiiend(eniviit No. 19: Section 20 (Ii) of tlie co(le provides that cer-
tain publiC utilities whIiichl pay dlivi(lein(Is on their preferred stock
durilng tflie taxable year shall have a cre(lit againlst sturtax net income
ill tile anlliolt, of s1I('ll (dividlen(d payteiynits. This amietnid(ent pro-
Vi(l(js tlat for thle purposes of this credit, the anioiunt of divi(len(ds
p14l ill at givP(ell tIlaXile yealr slhall not include any anioiunit distributed
in 5lI('lise l I'wVi. t,1id'(lSIr)t to (li.'i(len(ls inlpai(l aind accumnulate'd in
allny tI ,xaI1)1e yen' ell(liing prior to Octob-er .1, 1 942. It, further pro-
Vi(105 thalt.r if ily (liv idfl)i(5 ill arrears are ptli(l ill thlie taxal)le year, such
(fivi(ld(lS will be l)F1's1illl('(I to have bevti pati(l with resspect to the
flr1i(vst 3y('fl ror years for which tlere are ar1'rerlartges.
Sect ion 20 (Ii) ill defi miiig pr(f('f're(l stock provides thlat such stock

mulst ha1ve 1)ell isslle(l p)rior to October 1, 1942. This aniend(ment
fu rt1er )provi(l.s thlnt, stock k issue(l onl or after October 1, 1942-, shall
be (Ie('mne(l to lhave been issule(d before, thlat (late for the purposes of
the (red(lit, if it wais issued lby the samle or another corporation in a
transaction which is a reorganization within section 112 (g) (1), or
wlhi(ch is a transactions. to which section 112 (b) (9) is applicable, or
wilichl is a trnllsaletiotll sub)ject to thle plovisiol)s of sutpplelnenIt R of
Chapter 1 of thle co(d(, to reflun(d or replia e 1)o0(1s or debentures issued
prior to October 1, 1942, or to refund or replace other stock which is
preferre(d stock within tho 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 excee(d the par, stated, or face value of the, securities which such
new stock is issued to refund or replace.

This aniendmenit is applicable to taxai)le cars beginning after
Decem-iber 31, 1943, b)ut thel changes in existing law withi reSpect to the(lefinition.rof 1 referre(l stook aire applicable to ally transaction Occurring
oln ol lifter October 1, 1942, whether or not l)Ofore January 1, 1944.
No credit, however, for diVi(lefn(Is paid oIl stock which is dcenied -tohave( been issued pI'ior to October 1 , 1942, solely by reason of this
ainenldlment will be allowed for a taxable year beginning prior to Jan-
uar-r 1, 1944.

Tfhe iHoeuse recedes with technical and clerical amellndments, includ-
ing aChan1.1"ge ill section nillIuber aId a change, of reference to insolvency
reo'tmII zttatmlOsl

Amiendiments Nos. 20, 21, 22, 23, 24, 25, 26, 27, and 28: The house
bill required nnlual, returns to be filed by tax-exempt olganizat~ions
with,Celltail exceptions. The Senate amendlments made minor tech-
nical changes and broadened the exemption given by the House bill
to eletail educational organizations by including those normally meet-
imig the cojiditions of theCexemption in the House bill. It also exempted
certain a(lditiolal organizations from the annual return requirement,
inclu(ling organizations exempt as fraternal beneficiary societies
orders, or associations under section 101 (3), certain organizations
for the p)revenltioln of cruelty to children or animals exenipt from taxundersection101 (6) andthoseowneel by the United States or its
agencies or instrumientalities and exempt under section 101 (15) The-
House rece(les as to these amendments withl a change i section nuIll-
ber and with an amendment toamnend(lment No. 27 specifically
liiting the,(exellmptiolnof fraternal orga1izatio(ls to those exempt

fr'oml taxation solely uInder section 101 (3).
Amieindment No. 29: This amendment, for which there is no cor-

resp)oml(ling provision in theI-louse bill, eliminates paragraphs (3), (4),
and (5) of section294 (a) of the code, relating to additions to the tax
for failure to file a deelaration, for failure tomake a timely payment.
of estimated tax, and for underestimating the tax, and inserts at the
en(l 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 a timely declaration consists of anl addition to the tax in the
amount of 5 percent of each installment due but unpaid and in addition
percent of the installment for each month (except the first) or frac.-

tiontlhereof duringwhichthle inistatllment remainsunpaid. Such addi-
tion to the tax with respect to any installment due but unpaid
exceed 10 percent of the unpaid portion of such installment. For the

pillup ose of determining the addition to the tax in case of failure to makeaid( file a tiniely declaation each installment shall be considered to be
t aioumit equal to the amnouint that oul(1 have been duo and pay-.
able if a declarationshowinganl estimated tax in the amount of the
correct tax had been timely filed, andonle such installment shall be
coiisidere-l due on the 15th(lay 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 fhiluire to file is not, npplicahle to thle taxal)le year; namely, where
It tinlely (IecClltlttiosl of estilllated tax is tiad( and file or the failure
to so fille h1s i)eCIn shownt to be (dlie to rtiasonable cusl(eU. The penallllty
for lnonI)ltylylent ill sliell (IeSes is b1s(ld 111)011 the dleclared aniount, i)Ut
otherwise is the samne as.s the, pe'nailty for failure to file.

Paragraph (2) of subsection (d) retains the penalty provided in sec-
tion 294 (a,) (5) of existing law for substantial un(lerestimate of esti-
matted tax; with a lilmlitation, however, designed to make suich penalty
inapl)l)icable if taxpayers, un(ler regiflations prescribed by the Com-
mlissioner w itbl til e up proval of the Secretary, make, timely payment
of estimated tax within or before each quarter i.n. an amount at least
as great as though comlunted indler the law andI at tile rates applicable
to the taxal)le year oil the basis of the, taxpayer's status at thle time
of filing the dlcelearation, but otherwise onl tile basis of the facts relating
to income and other matters shown onl his return for the precefling
taxable year. For the calendar year 1943 the quarters l)egining
prior to .July 1, 1943, aire excl(lhel an(l, ill the usual case, ill order to
receive the benefit of the relief provision, the declarationn of estimated
tax lutist have beell fileOl 0ol or before Septemb1e)Cr 15, 1943, and at least
one-half of thie est{imlt,(l tax must have been. paid on1 or 1)efore Sep-
tembet' 15 and tile rermlainflder on or 1)efore December 15, 1943.
The Hlouse reCe(es .vith alfll(lmellts to clarify and effectuate the

policy of tle Senate ilmen(riendnent.
Amendment No. 30 Th;is amen(lment eliminates the provision

of the I ou1se, bill adding at Inlew Section to the codle to liait thle tax
attriblutal)le to back l)pY receiveOd or accrued by all individual (luring
tile taxable year. The House rece(les with a change in section number
and withtlle following amendment:

There, is d1(d(dC(l to section '107 of the co(le a new sul)section (di), which
expands the (lefiflitioll of "back pay" to inclul1e all compensation re-
ceived 'r ioeruiedl (luiring the taxable year by tin employee for services
performed prior to the taxable year for his emnployer, whiich would have
been pai)rior to the taxable year but for the occurrence of one of the
following events: (1) Banlkruptcy or receiversllip of the employer;
(2) dispute as to the liability of tile employer to pay such reiliunera-
tion, which is determined after tile commencerle ent of court proceed-
ings; (3) if tile employer is thle United States, a State, a Territory, or
any political subdivision thereof, or the District of Columbia, or any
agency or instrnumenitality of any of the foregoing, lack of funds
appropriated to pay such remutineration; or (4) alny other event
determined to be similar in nature uindier regulations prescribed by
the Commissioner with tile approval of the Secretary. Tile 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 Fedei'lJ law (suich as the National Labor
ReIations Act or tile Fair Labor Standards Act of 1938) relating to
labor standards or practices, to the extent such payments are deter-
mined to 1)e attributable to a prior year. Any amount which ih nqt
ineludible in gross incomeunder chapter I of the code shall not con-
stitute lack 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.Tho

r new subsectio'n provides that if the amount of such back pay
exceeds 1 5 percent of the1C gross income of the indliVi(iual for the taxable
year-, the part of th6l tax for such year which is attributable to the
inclusion of the back pay inI gross income, shall not exceed. the Sum oftie

increases ini the ta-xes which Would result from the inclusion of the
respective portions of the back pay in gross income for the taxable
years to which such portions atre respectively attributable, as deter-
linedI under regulations prescribed by the Commnlissioner with the
a)lIOVal] of the' Secretar'y.
Amendment No. 31: This amendment, for which there is noCorre-

spomiing provisions in theHouse, bill, a(d(ds a provision (sec,. 112 (b) (7))
to theInoiirecogiltion of gain provisions of the code, under which, ia
certain complete liquidations ofdonmestic corporations occurring within
at clen(ldr month of 1944, a limited portion of the gain is not recog-
nized to certain (fualifie(l electing shareholders, nle, provision is
similar to the provisionsQf section 11]2 (b) (7) of the Revellue Act of
1-938, providing for a. similar limited nonrecognition of gain to quali-
fied electing shareholders of a domestic(corporation completely liqui-1lated within the mouth ofI)ecember 1938. Section 113 (a) (18) of
thle code isanmendle(l to provideC for the basis of property so distributed.
rThie House rece(les with a change in section number.

Amendmie-ent No. 32: This arnendmient, for which there is no corre-
sponding, provision in the House l)ill,(contains provisions designed
to cover the reorganization transactions of certain insolvent corpora-
tions (other than railroad corporations) and to resolvesomlle of the
doubts and uncertainties which result from existing law as construed
in the Suprenme Court decisions. Subsection (a) of thesection ik-
sertedl)y this amendmnent adds to section 112 (b) of the codepara-
graph (10), whiihl)provides the rule with respect to nonrecognition
of gain. or loss upon the transfer of property of the reorganizing
corporationin a, taxableyear commencing after December 31, 1933.
It is providled that no gain or loss shall be r-ecognizzed upon the transfer
of theproperty in pursuance of an order ofthe court having juris-
(diCtion of the corporationinI a receivership, foreclosure, or similar
proceeding or ina pit'oceeding under section 77B or chapter X of the
Bankruptcy Act, to a corporation organized orniade use of to effec-
tua1te a plan of reorganization approved by the court iii such pro-
ceeding, III exchange solely for stock or securities in such other corpo-
ration. XVhere the consideration for the transfer(consists of other
property or money as well as stock or securities,tl)is amendment, by
inakimig applicable section 112 (d) and( (e) ofthle code,provides thatgsain is require(l to be recognized tothe extent of the other property
o01 money received but no loss is recognizedOn the transaction, The
amendment likewise akes applicable section 112 (k) of the code
(relating to assumption of indebtedness). Thus theordinary pattern
of insolvency reorgannizations in which the transferee corporation is

Ir(eUired bythe decree to provide ash or toassumiee liabilities for the
paymentof nonassenting creditorsor reorganization expenses, or forthel elimination of fractional shares is covered by the amendment
through the operation of section 112 (d) or (e) and (k) in conjunction
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with the new paragrapll (10) which is ad(led to s(eetion 112 (I.). The
definitionn, of reorganizationo" contained in section 112 (g) (1) of the
co(le is sp)ecifically mdl(le inapplicable to a reorganization. covered by
the, provisions of the new section. 112 (b) (10). It is intended(, how-
ever, tiht only aii actual reorganization. of a, Corporation will be (covered
1s5 (listillmlgished fxonl a. liquidlat ion in a bminkruptcy proceeding and
smle of property to either new or 0l(1 interests suply)1ying new capital
and (liscilargfing the obligaitions of the, old corporation. II other
words, the( type of trallsaction which was lheld not to l)eV u reorgraniza-
tiolltId(l'r xs ctioi 112 (g) (1) in the Mahscot Stor;e Co. case. (120 F. (2d)
1i53) Ol ill T'emrpleton J(eW('leers Inc. ra(18e (126 F. (2d) 251) would like-
wise not, 1)1' eoVere(l u111d(e' thIi ese anrldlillent.S. It is also initen(lled that
tile I)IISi1lesS Iplulr)ose test, cnneintc iln (0regor, v. iIe1erqirg (2r3
IJ. S. 46f5), shall likewise( ap)1)Y to tr1n11sact ioIs under thllese a mend-
Illentts. ThIiS amlmiellm('I(lt, thas 0 api)licttion to reorganizationis con-
suIminat ed by namllst unent of the capital or debt strIcture of the
insolyeit, corporation witIlolut the, transfer of its assets to another
corporal t iol.

In snIl)section (b) of thle section inserte(l l)y this anmen(lment corol-
lary rules are provi(l1d with respect, to tile b);sis of property acquired
on reorganllization tranlsaictions deScril)ed in section. 112 (h) (10).
Section 113 (a) (21) of tile code, which relates to the basis of the
property y acquiired by a street, sulurban, or inltemlurl)an electric railway
corporation inl a reorganization tn(ler section 77B of the Bankrulptcy
Act, as arneud(lC, is expanded ind flm(de applicalblo with respect to
thle basis of property acquired( in reorganization transactions de-
scribed in section 112 (1)) (10). Section 113 (a) (21), as ainended,
provides that if the property is required by a. corporation upon a
transfer to which, section 112 (b) (10) is applicable, the basis in the
hnlnds of the acquiring corporation shall l)e the snme as it would be
in the hands of the corporationl whose p)rop)erty was so required,
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 se('t~ion 270 of tile National
Bnnkruptcy Act shall not apply to re(luce the basis by the amount
of any indIel)te(lness caceled(l in such proceeding.

Sn sectionn (d) provi(les tihe effective dates of the amendments to
existing law made l)y this amendment,tUller this subsection, the
anenenvlents relative to the recognition of gain or loss of the. reor-
ganizing corporation and tile basis of its property in the hands of
thle sulecessor (orljoration are rni(ie retroactive as if they were a
part of tile law back through the Revenue Act of 1934. Thus they
become effective for taxab)le vears beginning after December 31,
193:3. For reasons of adminis-itration, hiowevetr, it is provi(led that
sulehe nmeni(lents shall not operate to fiflect, the tax lial-ility for any
taxabl)le,y(ar beginning prior to January 1, 1940. Thus, for example,
in the case(-- of a corj)orlationl emerging fronm reorganizaitiol inl 1936,
although the aillelnildeits with respect to basis will haive anl indirect
effect in that deprcia(tion of assets for thle taxal)le year 1940 n(lI sub-
sequent years will be cojliutedit as if the assets iala been cartieid iflnd
(el)recinite(( ti the transferor's. basis thiruoughou t thO intervening years,
1940 will be the first year undelr this aime(ndment in which tihe trans-
feror's basis, ad(justed for theoretical depreciation sustained in
intervening years, would p)roperly (constitute the basis for depreciation
to thel reorganlize(l corporation to which. this amlendlnent 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 transferee 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 recede-s with aflenfldinents broadening thle scope of the

section to include provisions renla ive to the recognition of gain or loss
ind l)asis in the( caCs(.e of the secitrityholhers participating in a reorgan-
ization goveIne(l by tile provisions of til 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 tile Senate anmendmelnlt provided tile
rulel relative to the basis 'of pli-perty acquired in at reorganization
governedlby the provisions of nIw section 112 (b) (10). This was
accomplislhecd through ann amendment to section 1 1:3 (a) (21) of existing
law. Under the conference ameticlinent the basis provisions are in-
corporated in new section 113 (a.) (22), and section 113 (a) (21) of
existing law is left unchan)ged. Trlis rearrangement was necessary in
order to avoid a conflict relative to the effective (lates of the- two
provisions. The conferees have added a clarifying amendment to
insure that the basis determined under new section 113 (i) (221) shall
not be subject to adjustment under the provisions of section 113 (b)
(3) on account of indebte(lness cancele(I in pursuance of the plan of
reorganization.

Thle technical amen(lments found in subsection (c) of the Senate
anmendlment are retained in subsection (d) of the conference amend-
ments.

UJnder the Senate amendment the provisions of sections 112 (b) (10)
(relating to the recognition of gain or loss oln the reorganization) and
133 (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
shall 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

at new subsection (I) to section 112 of the code and provi(Ies that the
effect. shall be deineed to be included in the, revenue laws respectively
applicalble to taXlable years beginning after December 31, 1931. The
new slubsection 1)rovi(les for the nonrecognition of gain or loss to par-
ticipatting shareholders and creditors in a rcogrgnization describedd in
new section 112 (b) (10). Section 112 (1) provides that no gain or
loss shiall he recognizAe(l upon thle exchantilge' of stock or securities of the
old( corporation solely for stock or securities in the new corporation.
in o'(ler to provide uniform treat-ment in-all cases, regardless of the
form of the particular transaction, the amendment provides that the
relinquishmnent or extinguiishiment of the property or interest in the
stock or securities of the old corporation in consideration for tihe ac-
(quisition of stock or securities in the new corporation is the exchange
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which is to be ('omi(siered til taxable eVent inI a situation of this char-
ae'teI'. No $1 tlecedw(1outr coinW)()11( lt tertl ismtiO ill Connection With
Sll rlt'Iill( hillmcii t 01'(oXt igllgiSllelnltl andsilub11)sequlellt1 Il('JuisitiOil is
i((cogrii I',(Id uT1s fl. taxabl)le v(!ti nder thOis aimendmI endt. Thus t(he reor-
gulll'/Al.ti oll lllsV tile(' tl feor0Pm of i ti'aiisfve of th(e property of the old
(corJ)pIatt io(1 to( It., )b(1d( *t11pod(iirlei oftuhedo 1)Ol(e5lids, 1nd stb-

(IIIi I IIIsfet' of I I I T)ro1'0ltY t o tl Ieii e (col'j)o tlOltill (i (IexcIg lor
sciO ro u((,() ( (oI)oati'iif1011, tf I(.?( 1 1( illY b(' t,'rlliSere(,,l to he new
coripol-tfioii il ('xc(himl elor stoc(k of such cCol'r)poltiteioi , and siibse-
(fieitfly,11,Il dl(1('le(Ir)v thev ihitv(P ill (vX(clllgrg(1 for tfe pr'opelrty of thie,
I0I( ('orpori() Il t io). Ill (' I I l v(''e V ('liit, the1 ., ( 1fect to- theplltici patitig
5e vi PlityV 111(1o( 'Ps is 1ill ('x( ahlle of sec rii t ies of tHe d1(1 corporal itioll for
S(v(lfrit 'ivs of t le hew epori} t ioll Il1(d the t nils''ict ioll is so (collsidele(1
by suIbs(t iOl (). I

Sulbse('tlllt ((d) flime('li(ls se(tiif 1 12 (c' to providV(le tIlht if il. lu((litiol
to t li oct oP.S(u('i't i('s p)('rili ttel to lbe lec.iVe( without tiei'r(eog-
iiition of g, ,i,, i, I Pi lill gove'e i)y,511,)Se(' t-ion (1) tle tellxplflye
l'e(''Ive's ohlie l)rol)(pety(1' Ifiill(,V, tHie galill if alsy sh1ll libe r'ecogmined
tolt'lN('xl(et of smic odwt prpei1 t1O) ( I 11101j(yTIl jlll(lqlll(qit allso
IIII('li(lxs sectiouI 112 (e) to provide for the inol'eol(uliitio01 of loss, 11p)o0
i111 (X('l t1111"(1(g-sc Pibl)edI ill Su ('('ttio(ll (I) if ilL Ild(dhitioii to tOle stock oi-
se I IIl'i I i i'(' 1fleI'(( to ill suIbxsecltioll (1) thlie tii x)1lyr1'e((rceiv(s otflihl
propvH)(lly of()' 1'l11ofi(vy |||po)I '.;11c e1101(.(lllt(.

A11 e.^X; (pi)1()01 tlie ge('PamlP1e is )rovi(l(d(l il, thlos. calses ill NVli(ih
Hiv( v.v(111111w (I-w;ribed( ill S6secosbt~ioll (I) occurred8( ill it UvxlYIlbI( yeaor
e)('gi111ig 1)prio0r to Anumira1,, 1, 1 943. For1' 51l(11 c115('5 the recogiliftio

01, IMMYs ogl'lt)1l'of(Oi (rilili o0 loss upollii tOle ex(llange is 1lau1(le to (depell
(I) ifI'd w N Iiulillbilit vlo 11(11tfxaleiv vev'il Ilinis Ibeel finally (lde'lle(l,
1)0upl1 t1( lt eifieit, ('('o(lde(l such ti 1'lsl(101ioll ill sluchll iif;I1l (t('lvt-illa.-
tion, oP (2) il' the tatx livability foi su1(11 ttxmlle vear. haIts nlot bee,
Iifillily (let('m'11ii1'(ll, 1llJ)1i the p)o5s1it iol lt iiiliit iliile(l by the tlxpalyer
'Ivlltat ve to till( Ivecop'iit ioll t' 10loi ll1'eOpllii ion of gllitl 0!' loss ipoll lsuch

t I'll 1i51i('*f lOll.
1For thel)leul)oose of the 11)1)1lititCion of thie exception provided in

('Ia se (A) of subsection (l) dlevre is tv fhidd(1111 ltlilillatioll inl ainly case
iln w'hi ich firl'telie' C1hange in, thie talx liability for the taxable. year is
r)( \v(ltvdt( )y 1Peilso!i of n(itleisiolI of II Coilurt, o01 ThIe Ttx C''ourt,, or a
losinglg llgI'('evI('ltIlt, o0 tdin expirl ltionl of tile stiltutio'y period of limitt.-
tiOnJ 111)011 thep mak11-inlgroi 11 ('11i111 fo refunil(l, or tle issuince of i
still it 0 111tic'e of (Icfi('ilc((. Tirlhe filet thattell t lixalie yeal' ma11y be
1'vol)('O en fot tlie Ip)urose of tlhe111)liclIti10oll of it. special statute
of lim1 itat iolls as iii thl ('ISls of bad(1d(b)t, or ui(lder a provision such as
s(ct.iotl 81801 01' 7:84, (do(os ot, p)reventLt, (letelernllitioin from becoming
fill viiitllill t lie Il III ii)(g of this Se('tiol. 'IThle, statute applies, hlow-
eVV('1', Mnilv ill tle case( of it, (leterim illltiOml which b)ecomles finalil l)efore
tfl( li i(t'l1 (lily Hflft'1 thlle (late of the eatctlment of the Re1venuo
Act of 1 943. Thiiis prov isio it(fords it retasontble time for the appli-
('ii6lo of tfliIe ew p)rovisioll vithl irespcAt to itOl 1-eeognlitioml or n1on1-
orec (riti1.l of gal ti01' loss oil tile trlluisalctioll before a determination
is (1((e1e('(1 fill.

Clulse (13) of s-lbsection (I) relates onslyr to tUXabl)le years for which
thl(eve Ihs' be1f11lO finlJI (ldetv iflitlltion within thle meaning of clause (A).
1.nder' tlhis chillse thlle ricognitioti or none'eogiition. of gaiui or loss
u)lflit exchage; (11 ld)en(1tis 111)011 the latest, treatment accorded such
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exchange by the taxpayer prior to December 15, 1943. For such pur-
post the treatment accorded the exchange means the position formally
maintained by the taxpayer relative to the recognition or nonrecog-
nlition, of gain or loss in his return or amended return for the taxable
year, in a claim for refund, ill a proceeding before a court or the Board
of Tax Appeals, or in sonic formal action taken in connection with a

proposed determination of his tax liability for such taxable year.
Subsection (c) of this section, under the conferellce amendment, pro-

Vi(des technical amendments making apI)plicable section 113 (a) (6) of
the Ilternal Revenuie Code to determine the basis of property acquired
l)y participating security holders uipon a transaction governed by the
povisions of new, section 112 (1) of the code.
By subsection (e) provisions having thle effect of the amendmennt

t(Iding-section 1 12 (1) are dveemdll to b)0 illI(1lI(ded il thle revenuee laws
resp)ectively applicable to taxal)le years beginning after D)ecemnber 31,
19:31.
Amnendmient. No. 33: Trhis anendiment, for which there is no corre-

Spon(iing ovisio nItil(yl-house bill, aI(dds atlew paragrpflll to section
11 3 (a) of tlhe code to provide at rle whicl mntay apl)ply at thle election
of tle taxpayer to (let(rnhiine thle invested ctIJ)ihE al(li the basis of thle
alsse(ts of at Corporation (otilhlrthan at 'ailrof(l cOrp)oril'tioln) following
a b)ankrlll)tcy or receivership reorganization under which tlhe( existing
corporlteei'tity is retained. ThIe Senate recedes.

Aniendinent No..34: This alienldilent, for which there, is no corre-
s1)ondhlig pro vision ill thle house bill, a(dds to section 113 of thle code
ai. newparagraph to )rovidle for thelO nonal)plicat-ion of section 270 of
the B3an-11krlptcy Act,ns amiende(l, in thle case of certain reorganlliza-
tions occurring under section 77B of sucl actt. TIle effect of thle
amn(3ndmient is to prevent re(duct-ioll of thle )tlSis of thle assets of the
reorj a.nlized corporation b)y tih('e almoulnt of theo indebtedness finceled
in the proceeding ill thoseOcloses inl which th!e reorganizationI is co1-
suniimatldl)y the adjtustmnent of the capital or(debt structure of the
existing corporation, aind tihe final judimnent or decree, il the reor-
gahlizationI p)rocee(ling was entered(l prior to September 22, 1938.
Cases ill which theI'eorganization isconlsummnatted by a transfe-r to
lntiother corporation of tile assets of the corl)onation. undergoing reor-
gan.iziationtare not aflectedl.)y the amendment. Aprovision having
tle effect of then amendment shall be deemed to be inclU(.le(l in the
revenue laws respectively applicable to taxable years beginning after
)eceinber 31, 1935.
TheHouse recedeswith an amendment renumbring the section,

technical anmendmentsclarifying the language of the provision, and
inserting the new provisionaslp~aragnaph (4) of section 113 (b), relating
to adjusted basis,, instead of paragraph (23) of section 113 (a), relating
to basis.

Amiendimrent No. 35: This anmendment, for which there is no cor-

ris)ponding provision in the House bill,permits anl election by the
taxpayer, upon certain conditions, to have gatul not recognized upon
sldes or exchanges ofradlio broadcasting properties required. by the
Federal Communications Commission by order or as a condition to
tl)lpprovl of certain applications. Trle HouseI recedes with a change
in section number and with amendments providing as follows:

94992-44----4
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In view of the3 fact, that the. Coommission does not order or require
any partic-ular sale or exclatinge, it. has been (deemed more appropriate
to provide that, til e'election, su object to the other con(litions imposed,
shall b)e avxa ilal)le upon certification b)y tde Commission that th(e sale
or exclht uge is necessary or lp)l)ropriate to effectiliate the policies' of
the (XolmilissioU withl respect, to owiershil) or control of radio broad-
casting statiolls. The subsectionl, hlowevor, is not thereby made
applicable t.o cases of sales or exchlig(res made lnecesSry not by reason
of (Clilolissioil p)olicies us to oWsIlelSIli) or control but as a result of
other ainttei-s, suchi as operation of a broa(lcasting station either in a
Inatitler deterinlille(l by t'he Commission to he not ill the p)ublic interest
or ill violation of othcrl. 1e(le'ril or State la.wvs; Tue amendment as
agreed to ill cotifer(nice also makers, it, clear that the property sold or
(exChifig(d(1 or time property similar ill service or' usC into which such
plrol)erty is con vertedl may be stock, whether in a. controlling amount or
othlle'wise, ill a corp'l)oratiolI operating a. radl iO broadcasting station, as
well nS bro-iicastinig properties themselves, It haies also been made
(leair thlat thie electiori to tre(alt thlle stile or exchlanlge> as anll inivoluntary

(M01verIsioti mid1(Ier s(c(tioii1 112 (f) n11 the election to reduce thle basis of
d-pr)eaible prIolrt,t remlai inllg in te halnds of the taxpayer are sepa-
rate a11(d (distitict, elections wviicli may be exercised indepj)ndently of
e(acl other. lIlowever, either election oIee. made is binding as to the
pi)rticuilatm sale or exchange for thfe( taxa ble year andl all subsequent tax-
afble years. Anl election to reduce thle basis of property remtining in
tihe handlls of the taxl)payer may niot beo mandl with resl)ect to any portion
of tel)procee(ds of t00 sUIlI or exchlitige used to establish a replaenient
fuind plJlsu'iait to anl election to lhave time benefits of section 112 (f) even
thllough the, entire amount of suchl funl is not subsequently expended in
thl(e acquisit-ioll of p)ro)erty similar or related in service or use to the
propertyy (d isposed of.
Aineii(imeat No. :36: This is a chanlige iii (section number. The

loluse rece(des Withi a further clhtange in section nullmber,
Amtiendmetits N os. 37, :38, 39, 41, 42, 45, and 46. These UImendl(l-

me(rits mile to s(eotioli 114 of the Houseo bill include tale tand barite
inl thle list of m11ines wNhillh Ire, entitled to (de)pletioni at the rate of 15
)ercellt, of the gross income fr'oml the property (subject to other

limiitatiions in t01e (odl), amill eoclu(le tatle anji barite from tile list of
m11ines (lititl(d(l to (dpletLon l)n5(asl on (liscovery value. These armiend-
inmelts d(o lnot. il)ply with respect, to may taxable year beginlililntr onl or
after tde (atei, of the terinijiationi of hostilities ill the present war, as
(efille(l ill sbl)st'ct'iol ((e) of tllis Section. Thme House recedes ats to
these alrielnl(Iln(llits, wit.ll a1 clerical tunleild(mnit. to amendment, No. 37
clin ngilng the Sect ionl heading.

Anen(tlmeiit.s Nos. 40(, 48, anl(d 50: Thies}eS are clerical amnendnments.
,(h i-lou)lse re('((leS as to these amendltenits with a clerical change in

&lfleldilii('flt No. 41).
Ameiidindents Nos. 43, 44, anll(d 51): UJnder section 114 of the H-louse

bill, )OtUlSll mnilles a11id deposits wv(ere allowed percentage depletion -in
an' ll rlonilt eq ul to 23 perceiit, of tdie gross income from the property
(subject to other limitations ill the code), nid were exclude(l fromn the
list of minies titled to discovery vahie del)Ietioti; these provisions
were iot, to be applicable to aniy taxable year beginning onl or after
thlle (hitv( of tle termuillitioll of hlostilities inl the present war. These
tumildnidmeitts provide that potash eimimes or (lde)osits shall be allowed

50
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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 years beginning on or after the date of the termination of
hostilities in the present war. It is contemplated that the regulations
to be issued bly the Commissioner will provide that potash salts in
solution are deemed to be a natural deposit. The House receds.
Amendments Nos. 47 and 49: For the purposes of section 114'(b)

(4) of the code amendment No. 47 defines the term "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 "mining" is considered to include the
ordinary treatment processes normally applie(l by mine owners or
operators in order to obtain the commercially marketable mineral
pro(luct or pro(lucts as well as the extraction of the ores or minerals
from tlhe ground. The costs of any process or service which (loes not.
constitute an ordinary treatment process is to be exclulded in deter-
inining gross income from. mining. Several specified processes have
been listed as being inclule(ld in the term "ordinary treatment proc-
esses." The principles set forth in this aInendment are made expressly
applicable to mining for the purposes of sections 731 and 735 of the
cole. Amendinent No. 49 makes amendment No. 47 effective as if
it were a part of the Internal Revenue Code and the Revenue Acts of
1938, 19363, 1934, an(d 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 a(lded 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 excluding
electrolytic deposition, roasting, thermal or electric smelting and
refining from the definition of "ordinary treatment processes" and
which rephrase the 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
percentage 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),'tAhere 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 allowanlces 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.

51



REVENUE ACT OF 1943

Amendment No. 154: This amendment, for which there is no corre-
sponding provisiOnl in thle House bill, a(lds a new section to the bill
limiting the(lefillitiol of ''capital assets' in section 117 (a) (1) of tile
Code so ats iint to il1eltl(le stock or Securities of any corporation suibject
to part, I of thlee Iterstate Commerce, Act, when held by a corporation

hllose )rilncipill business is th1at, of a( tcombion carrierl b)y railroad or a
corp)orationl, tbe assets of w1dicht Consist principally of stock iln such
corpol-wtioiis 1111(d whic1h (oses t,otf itself operate a1)itsileSs otihe'r thali
that! of a cor1il)O01l el'riier I)y t'alillroa(. TI'e, Sen1ate recedes.

Aneml(lfimwiit No. 55: Sect ion 1 42 of tie lRevelile, Act of 1942 added
to thie code section 112 (b) (9) relatingg to flnonre(oguitiofl c)f loss oi
(ertaIill rnlilroi( l remogallizatiolls) and1 setiol 11:i (a) (20) (relating to
basis of )rop)e't y d by ailroad corl)orations ini cer'ta in riiilroad
reoir'g izatioiis) ajpplia bile witl respect to trallsactions occurring,
I ft er .)Decelixber' 3 1, 1 939. BY sect ion 142 (d) of tfle Reve(nul2ie Act of
1942, se( !lions 112 (b) (9) ind 113 (at) (20) were, Im(de, a)p)lical)l to
tal'xa b)lUyearsl i)(gilIliIIg alterl)eciember 31, 1939. IJIU(ner this aniend-
mentc,, for whlicll there is 1io correslpond(Iing provisioll in tl(3 11House bill,
sec tiomis 112 (b) (9) nd 113 (ik) (20), ts ad(fded to tile codIe by section
142 of tle Rv(elltne Act of 1942, are milde al)plicable to transactions
o(CIC'1imining a fterl"Declil)e 3he ]93818and section 142 (d) of tile Revenue
At(, of 1 942 is aimlenlde so us to inlmae sections 11.2 (b) (9) andI 183 (at)
(20) U)l)llictllue to taxabIle years b)eginnilngr tfter D)ecemiber 31, 1938.

tile I lois precedes withli at change inl section niumnberi
Amendmenvtt No. 56: This tilme(lldlmelt, for whicli there is no cor-

respon(lilng lpOvisiOJ1 ill tle Ifolus(' bill, al(ldS lt n1('W s5ub)up'agrIap)h to
sectioIl 710 (() (8) to p)ovilde, thlka if the l)usis of the property of a
railroa(l (corp)orationl (as delfile(d ill '.Aectioii 77nm of thle National Baiik-
I'rul)t-y-Act, ats aiend(ld) iS prescribed by section 1 13 (a) (20), the
acquiriig corpol)Oratioii 11(11 thie cO)orlitioll whose p)rOp)(rty wats ac-

qlired, within thle, iumening of sectiomi 113 (a) (20), shall be (deel-ed(1 to
1)( thlle same taxpayer for the pIrlpo)oses of the unused excess profits
c re(It l1(ljjIis1 iiiejIt. r1 1( S(e11t1t(, 1'( 1S(>.
A euim(Ient No. 57: Thisal end(llent, for which there is 1o cor-

e'('spolldillg plrOvisionl ill the Housei )ill, I(d(1s at iew subsection (k)
to sectioni 117 of the code and itmends section 1 17 (j). Section 117 (k)
(1), 2f(ladded by this amem1cmln1ent, provides that a taxpl)yer which
Ihes ownedd, or hIs lhdatcontract right to cut, timber foI' a period of
more than1 (5 months prior to tile beginning of tile taxable year may
elect inl his return for such year to treat thfe, cutting of such timber-
during the year ats a sile or exchange of such timber. If such election
haRS beenlla(le', tle timnbt' sill be considered "'property used in the-
tradle 0or bullsliness'' of the} taxpayer for tihe, puIposes of section 11.7 (j),
a1n(d gain or' loss to thle taxpayer shall be recognized iii an amount
e(lIa1 to time, (diflei'( ence between adjusted bas-is for depletion of such
timber ill tlhe hands of tithe taxpayer anld the, fair market value of
sulchl tim-ber as of tie first day of the taxable year in which such
timbe)er is cut. Such fair market value shall thereafter be considered
as tie cost of sti1ch cut timlber to the taxpayer for all purposes for*
which sichli 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 thle taxpayer or which the taxpayer has a contract
right to cut, an1d shlll t)e bill(hiing upon the taxpayer for the taxable-
year for which the election was made ancd for all subsequent years
unless the Commissionier, on a slowing 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 depletion 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 the trade or business" of the owner for the purposes of section
117 (j).

Section' 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 thereof
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 be effective as if they were 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 clUtting 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) (I) to provide that the term "property
used in the trade or business" includes timber with respect to which
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 such latter section is applicable. The amendment
made with respect to section 117 (k) (2) shall- be deemed to 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. 58: 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 or availed of is the avoidance
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of Felderal income or exce,.s-pirofits taxes by securing the benefit of
suCIIdedoct ion, (cre(lit, or other z11lo0wilice.
As anliemlvi,b t live Senate bill, sect ion, 129 disallows a (l(iddction

Ced(lit, or ,l,1owaluI, (or allows only suchll part IIs is (oinisto0lit with the
)I''e eniltion of the. evasion ,,, avoi(ldalice) inl tiYn clse in which any person

or persons aI iiire, on or lifter (O)ct ober 8, 1 940, Coiintrol (111ore tltin
50*()(pF('1v)v) of it c()o)oImltiot1, if' th1e principal. purpose for whicih'l such'll
acu('isitsiion was 111t(d is evasion or a voidla ne of Feder.al income or
exces11's- Pr0its taxvs l)y Mccli rt-crhe b)0Iniefit -of a (led(iction, credit., or
Illowalle wh'(ichl sutlchll pei)'1'So WOII11 not other"WiSe( enljOy, theu SLIch'

(e(1lI('ltiOn0, (IT(lit, Ol'otrii'lIlorllillcO shitil. Iot1)notb IllOW(l.
'r'j1 e 1OStrece(e1s(8 Nvidl Itb.laigeofsection lmlllnibei,( 1d11 iwith ifiii'thier

ftIl II(liien It. , U11(1(ler till? Coilflr(weie agreemient,t,(etion 129 (lisallows
a (led(ltiction, cI'e(hlit, o1' alllOWallc(' (or allows only Sucth part ats is coil-
Sisten t wvithl tOle p)rIeilti~li of the(eatsioll ol' avoiiitaiCe) ill atnly Caso
in which (1) awny person. Or persons acquire on or aftei' October 8,
1940, control of i (orpolration, or (2) ainy corporations ac(juires on or
after October 8, 1940, (hil'ectly 0r ill(lilr((ctly, pIrOpeCrty of t111i6tlh(W
Corporation (not colnt olled1, directly or indirectly, inmed(liately prior
to s8ch acq ll iSi tioll by Such acquI iriring Corlpoltion or, it. stockhold(ers)
the b)asis of w pichplol)r1ty ill thle liltl(( of the acquviinilig cor)Ora-
tioln isd(deteriili((I by eferecllee to thie basis ill tile lihlnl(s of thle
tralisfelror corporation, if t1he principal pur-pose for which stuch ac-
quiisition was ilia(he is evasion o0 avoi(halanc of Fc(leralh iIIconie or
excess p)r'OfitS taxes by se(uI'illg the b)cilefit of it educationn, credit,
or aihowallwice WNliellchi such eIv'Soii N l(l not otherwise, Ceijoy. UJii(ler'
thie colfi'(.(encealgreeimelnt, ''control'' is specifically (lefilied. 'The (kefi-
nition a1(1(15 l)pirecisio to the phrase 'acquir-e, onl Or' after Octob)er 8,
1940, * * * (mitrl'' bt)it (hoes not clnilige( tile primary meanling
of 'aCq(f ire'' i11 usc(l ill the Senate aen)(Iienlt. Tius, if A, who, on
October 7, 1940, andI at tall tinues 1he'Ieafter, owVns 40 p)erleelnt of thev
Stock of corpol-ation X (having titstie() times only one class of Stock
outstalln(dimig) , acqui ires on1 October 8, .1940, an. traditional 10 percent
of suich stock, tnll alcq(ulisition, (within thle Illetaning of such ph1r1ase)
is ma(le by A on (October 8, 19410.
U nd(ler t ie conf(ret(i(ce agreement, the categories of tax evasion. and

tax- avoi(lance Sv('vct('(h for sp)cific, treatment m(her section. 129 aire,
those; (cizu'a- ctcrize(h vithietr by tie acqu'(wisit-ioni of (control of a colorporaI -
tionl, or by tihe acquisit ion of property (wviti i transferred ba-sis) by one
(orl)olratiolI from I11totielir iot vOIitrOl{l(l iull1I1(liaItely p)r'iOr to suich
cq;ui(sit ion 1 1by jl(liist, col()Ior1ti on011. As (,(olitl-aste(h wvithll the House
)i1,iI fl(' (colnferlmemigI rv1(Igreinelt. 1011 'I'ow.s th l)'sp0)( ol the Sectionl, conl-
Ho lered dlesiblaie ill vi(e of thle extent to whlich t0liHlose h)() ision
overlap11ppe (0 lebroml provisions of sections, 4-) of the (code (control
(11eas)aIO (I 141 ofI the (code (a fliliite(ltdca'ses), alnld of the principle of
Higgills v. AS'Iith (308 UI. 4.173), anId in order t.o eplptusi'ze t1,e special
flunilction of tde sectioll, inn111ely , to give tax enlforcenleiit, tgencies it

lem' h)asis for d(hillist ratiol(ll1 thll(ose areas ill Which abuses aremol'st
apt to oceni'. 'Tile shifting within 11acolntrolled(l giol) of l)Pol)perty oi 1n11
eniter'p'rise ill thie attelfliht to p)e'SeIvee to the trainisfelor, or. tile unIderly-
ing ilte('estX n,a(le( Itction, (rl'e(dit, or allowtlnceO r'etasOnably relate(l to the
property Or01etr)prise once owtnedl bti Since plrted(l with, is governed
by section 45, as is t similar shift designed to afford thle iiiw owiier a
dediuction, cre(it, or' allowallev, leaving a reasonable relationship to the
old owner but not with thle new.
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Section 128 as renuml)ere(l under thel conference, agreement is (le-
siglle(l to llialie d(lefilite an(l clear tliat thle (WtvIsioll or avoi(lanfce
alrranlge"lnelits within thle, section are legtally iefflective, to insure that
tile Sailil nihiority who have indulged ill these, SChieme(l(s take nothing by
tlheiir ar-tifice, alld( to protect t le ove(WIllleillmg iamjority of taxpT)ayers
who have, refused to participate in such transactions. Tile intent
under the conference agreement is that, the section slall Ilot be con-
strueld as ill aly way abrogatinlg, (lelilmlitilng, or suIpersseding, the full
apl)licatlion of (1) thle )ritlcilplo estaiblislhed b)y the Supreme Court
ill Iiygin.s v. Smiith (308 U. S. 473), and applied in thle numerous
'as's olte(d ill the Irel)orts of thle lous5 81(n Seniiate colllmmittees ; (2) or of
tte 1e(quliienllIs of seetioiis 45, 141, 811(1 otielr p)rovisiolls of thle code
siecifica.lly dealhig with thle preventioii of evasion or avoidanlce.

Ameindmnenits Nos. (62 anied (55: hllese. Seated anllCed(lmlents inserted
the phrase visionion or" in ordoler to conform tile language to that of
Semite anelid(llment, No. 61. The colnfere'nlce greelnelnt as to Senlate
amendmInienit No. 61 retaitis thel phrase '('evasion or" iln VieW of the use
of the termll esiewhlere ill the co( Ie allot ill order to mlike clear that thle
result denoted in sectioli 129 by versionion or avoidanll(o" is that which
Woul(d b)e roet erelo to ill ord(linlar'y us11ge eitllhT as '('eaSion'l or als ''VOid-
allc('" (itneld(1ligg cuses 1not cognviz/Alle Tlinler thl erilminal or admllnllis-
trative peInalty provisions of law); tho house recedles.

Amiendmirenits Nos. 63, 64, and 66: These Senate amendments strike
tile phrase "or availed of" al)pearing ill the 11ouse bill in order to coin-
foril thle lal)guage to that use(dl il Senate amndmInient, No. 61, utnler
which the determiJit1iion of tlhe purpOsO for which al ac(luisitioli was
madeo necessarily requires a scrutiny of the entire circumistanlces in
whllch the transaction or course of conduct occurs, in connection with
the tax result claimned to arise therefrom. The flouse recedes.
Ameminiment No. 6M7:-This Semite amenmblenlt reistictedi the retiro-

activity 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 bergill-ling after
December 31, 1939. The House recedes with an amen( meant.
An acquisition made uwith fraudulent intent to evade tax is incapable

of having the legal effect of giving tlte benefit of a deduction, credit,
or allowance to ainy taxpayer. Section 128 (c) under thoe conference
agreement makes sections 128 applicable to taxable years beginning
after December 31, 1943, and explicitly states:
The determination of the law aI)plicable to prior taxable years .shall be made

as if this section had not been enacted and without inferences (Irawn from the fact
that the amendment made b3y this section is not exp)ressly mnade applicable to
prior taxal)le years.
The conference agreement contemplates, as respects taxable years

beginning prior to January 1, 1944, that tax administration for such
taxable years will pi'oceed upon the basis that existing law is fully
operative, and that ill 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 code, or in judicial decisions, or whether as yet applied
to particular situations or as yet decided). The conference agreement
on section 128 (as renumbered) further contemplates that, as respects
any taxable year (beginning before, On, or after January 1, 1944),
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section. 128shaII tiot be read as al)provillg or validtilting l)y inference,
ill)ljll(tionl, ()I' Ot1 'lr'wiSe, tiiy taX lavoi(lnllc(. 0!' eValsion. (dteic, actioll,
or re"'su11lt (whetherl withini or withotit the categories of sec. 128), or as
dinlilualis^~ill in 11lv 1intintlcl' the efficacey of nilly law or rule, of law in the
prevvlltion of (Isiortionls0o' perversionls.
An dimendnet No. (i8: Thls aniedil(fment, for which, there is no corre-

spollndlig provision) ill the Hollse bill, adds a flow section 130 to the
Coule, to limit. in the ('e1as of inl(divi(dtinls the aniount of deduictions
attr'il)uttal)le to it trade or business which areOtherwise allowable in
anly given taxable year. If thel (deduictins attributable to a trade or
blisiless (l-rri(e(d o0l b)y tltl indlividiulal exCe(ed thie gross income, from
stich )ulsilless for ealchl of .5) consecutive ta-f.x\a)le years, regardless of the
amllounlit of si1('l excess, the tet, inIcon-i of suich ind(ividllmil for each -of
Sich years is to be recollp)ltted. In reconiptitilng tile not iiCOrnO for
each} of Stich years', (e(dieCtioi s l.ttriblit table to suich tra(de 01r business
shaillb1wallmo(we only to the extent of $20,000 plus the gross income
aIttribiut'able to sullO' tr'(lIe or bisillness. Ill making such reco(IpI)uta-
tions, the net, operlltilg loss (leiuctiotl provided ill section 23 (s) of
the co(de all niot. 1 ahllow(d. The Iflotise recC(es with a. change of
sectionslnl1)('er 1(ld withl an aniellndient revising the provisions of tihe
neow swe'tiOll 1 3() ill tile following particulars:

Ulider the senate, au1endimlle'n t, a recomipultation is req uiriied if the
(1('(lic('tiolls 1ilowible to anTi ind(liv i(hIauI and attribu table, to a trade or
)usilless; (ca1r1ried( 01 I)y hm for 5 consecutive years haive, in each year,
exc v((l the gross ineom e therefroml. 'Tile conference amiendment
e(ellirex 11It((rolil)lmtltation only if stich Ciedutions, blit riot inclulelding

tlla(es and illerest, hlavye ill ellch of suc(hl years, (ece(1ded l)y imore tillifi
$50,000 tile gross ilwo1e (Ilrive(l front S-II tradr(l01 bsliniess.

Tile Senlste prox' 10iss15 P)1'05('I'ib)e tililt ill Stic'h 1recolln)pltation of the
ieot ill'onle of ('lld) of the 5 COl)Sec'ttiVeO years tile (ledlic'tions slhall be
allo%(-l onlly to theC(}xtelt of $20,000p)li1s tile gross incollme fromn the
tri(lde 01' bItsitless. TPhie (')lnfereIc0 aillenidinenit raises this $20,000
guilre to $50,00(), 11(1('Xduxid es fromi tile( (ledticLtions to be. disallowed
1)011 tile1reolIII)lliitolln tile (1('Cfiictioiis otherwise allowable in re-

specd, of taxes atnl illterest, (.)1 the .)l.si of stulch recolnil)itation of
1n0t1 111)imlle, tie e(olfreti(c1le anhlel'llent, provi(ls, for a redetermination
of the tax ilp)osed( by this chapter. If for tiny sucelh taxab)le year the
assessinen t of it (defiCieltcvy is l)revelited, except for tile provisions of
sections 3801 anid :3807, by the operation of any law or rule of law
otilr than svetioln 3761, relating to colmipromuis.es, anly increase in thle
tax )rteviolisly (eterllnillned foi. stich year Shallni be deeilled a (letdeiciOlly
til(le tl lis selection. Nohtwithistand iig atny law or rulde of law (otlier

th111n s(etion1 876 1), anty ainotn t (dee'lled(1 at (deficiency un(ler this see-
tiouilay1 )0 assessed ats if otl the daite, of the exp)iraltion of tile time
prescribed by law for the assessment, of at dleticiency for the fifth tax-
*lible ,year of tile ) colsectltivo taxable years, o011 yeal1' I''lfinedl before
tle' expiration of tlt-, period of lillitatlt1011 111)011 ass(essilienit for any of
sullh ,y('rll'. fIlowever, i11 ap)Jplyirlg the Jerovisions of section 130 to a
taxalule year open for assessmllent without regard to the. limitation
provisions of that sectioll, tht (leficiency or overpayment will be the
actiual deficiencyy or overpayinenll t.

Tile conference ainendpnent. provides that this new section shall be
applicable to taxable years beginning after l)eem)ber 31, 1939, but
ilsall not affect any tax liability for any taxable year beginning prior
to January 1, 1944.
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The, amtendment has no application to any occupation or activity
which is not a trade or business regularly carrie(l OD)by the taxpayer.
The limitations placed upon the, application of the provisions of the
inerli(lnlelnt are not to be useld either (Iirectly or by implication as

inl(ficia in (deterinining whether thle occupation or activity is a trade or
business or for thle p)ro(luction of income.
Amendment No. 69: This aieun(lment, for which there is no corre-

SpOnD(ling provision in the I1louse I)ill, amen(1s subsections (b) and (f) of
section. 131 of the code (Which limit the credit allowed for taxes of
foreign countries and possessions of thle United States) to assure in all
cases thle 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 decelmed to hlave I)bei paid by a corporation
on (liVi(vields received from its foreign subsidiary.

Elxistinwr Formulas in 1]31 (b), in the case of corporate taxpayers,
relate net income from a foreign (country and from. all foreign sources
to normal-tax nlet, incomlle plhs- the credit for adjusted excess-profits
net income u1ln(ler section 26 (e) of the code. Tlo antlen(lrlent effected
l)y sul)sectionI (a) of this section wolil(l relate normnal-tax net income
from a foreign country and from all foreign sources to entire noromal-
tax nell.t income,. InI deterinilling iiormnl-tax liet inconie fromn such
sources ta portion of the (credit under section 26 (e) is allocated to
such incolne, deternlied by thel relationship of thle excess-)rofits
net incomIel from such sources to the entire excess profits net income.
InI tile application of the provisions al(dde(l to section 131 (b), as in
the case of thfe 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 he 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
un(ler section 729 (d).

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

* * * Provided, That the amount of the tax deemed to have been paid by
such domestic corl)oration under this subsection shall in no case exceed the same
proportion of the tax against wlich credit is taken which the amount of such
dividends bears to the amount of the nornmal-tax net income of the domestic
corl)oration in which such (lividends 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.

T'he amendments made by subsection (a) of this section will be
effective for taxable years beginning after December 31, 1941; the
nmelndment 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 bill, amends section 141 (e) of the
code to provide that certain types of corporations, which under exist-
ing law would be exempt from the excess-profits tax if tbey were not-
members of an affiliated group filing consolidated retutns, shall not
be includible corporations entitled to join in the filing of consolidated
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returns (mnli'ss they have filed aI required consent for any taxable year
beginning after L)Deember 31, 1943, to he so ieluld(le(l). Thus the
exemption from Acess'-protits tax has been preserved to these cor-
p)oirtiolls 111itless they ('elt, otherwise by coi)s(lntinlg to 1)e tre\ate(d as
iII(lichidi bl ('OlI'l)OlIt oiS. 'Ths(e(c )OI'atiOnlS are l)ersoIunl-sel'vice cor-

porlatiolns (sve. 725), p)(ersZonil-10oldi ug cofmiimli)nOies1,(lsdfined(1 in section
501 (sec. 7271 ((')), ('('I'talinl (lolmvstic corpol)oration1s Saitisfyinig the provi-
sionls of s(vcttioin 727 (g), and ((ertain corl)mrtitioils Sill)) Oct to the, provi-
sionls of titleINI\ of the Civil Aeronwutics Act. of 1938 (sec. 727 (h)).
r'ilI RowseIv.8('(l 0 withiti1Chiii ntge' ill seetiolu11111)be',

Amnendmnent lNo. 71: T'lh is a ineii(dImnt, for whliichi tre is no corre-
. moi)(ing pIrovisioni in the I lolluse bill, reI('dles the11a1te of withholding
it tfle 01ole toIt() pe ci lt of thle gross a m1oilnt of tlie wages of lion-
resi(Ilet, Illiel ill(livi(ImiliIs I)lollridt ilit() the U.nWite(d Stalts 1lurl(l the
a thloitY of t.l \\X r NhIIilJ)0\WOI (I'oumlissnim50 for temlipolrary (em1ll)loy-
int.es'wilsetilii to tle\lwar efl'olrt.. 'Ille 11 ollse recedes wil it (cliage

ill s-(ctio 111i111i1ih('r'.
A mendItnetint No. 72: TPlis amendment, for which there is no corre-

Spoi(ling p)r'ovision inl (lie loise bill, adl(ls a., new paragraph (4) to
section 162 ((I). 1hlirotighi app)hi~lticii of sectioii 162 (d) (2) and (3)
(A) it is I)ss1)1i,,i,0somi(e cases tilii, tlie imoillIt of tliem (ledlUtiOlis
ailloW((l ill (olill)(It'ing tli( niet, incomie of an ('state, o0 trust., aind re-
(lliiredl to 1)( il('ll(le(l ill the neti(A come of legate'6s, lieu's, or beule-
ficia ries, will (Xc('e(ld the inet, ii(o0im( of the e-sittnte or trust, for its
tixabl)1 year. Stich exevss dodm!it6ios 'eslil in aI, formll of (10111)l0
axa illlot wh ichl this 1i[leullli 0lit,VavXoi(ls, by providing tihat if tile

de(l('(I tiouls 1i lowevd to fill ('state or0 tiesl ,solely by reason of section
162 (d1) (2) anuid (3) (A) ill respIect, of inicomei payanblel to legateesp
ici rs, or nilef iciarnies exceed( hle not ii com e of the ('state, or truist for

s1me yvi(1', cor J)lplit el witlio it. s11mlh deduct ions, the ni(otint of stich
(e.xCoSs sit1all flol, V1)(iml11(10(1 (nc1lmu )liiug tdle net illconi0c of sluch

hegaltevs, heirs, o0 )ei(iei(fi'iari(s. 'T'hi( floor 11llte(.1il(rint by tll(he Sellate
to tIis sectionll fig repoltd( ol byI)V tihe Sellate C!'( Committee
merely.li'111fivd thev Igilla1g(e of t lie section withlon t change} as to
Sl})staU1COv or the 11lI)fiilblihtty of the detailedd (ldsisO sioll of section
1 27 con t aimed ill the Se(nate ltillnale( Colltittee Repotrt. rItI louse
rece(les wit i a challenge in imcctlioll numbI)er.

Amen(lnie'itits5Nos. 731 aind 74: Tlhliese iiro clerical amelln(lIfelnts. Tile
Iouise reced105s witl aI furtliherchl nge in section nllmil)cr fas to amend-
ment No. 7.3.
Amendments Nos. 75, 76, 77, 78, and 79: The House, bill a(d(ded a

11ew 51t1)Secctim0i (() to section 1 67 of thlie (c(1d to provi(le that income
shall not, be' taxable t~o the grantor under section 167 (a) of the code
01' tIny ot li('' provisionl of chlaptel. 1 thereof merely because suich income,
1ii(1d1r stiate(d (eir('unistances, may l') applied or (listribute(d for the sup-
port or a11f;litenlialce of a l)elleficiary, sIuIh as the wife or child of the
grantor, whohIl he is legally obligated to support, except to the extent
thlitt. stich ilncoImle is acotulafly so applied or distributed. Amendments
Nos. 75, 761 anlid 77 are ot a clarifying character, designed to carry
out the original initeintioni undlerlying new stibsection (c). The House
hill provi(led for the retroactive application of theu amenndments made
thereby l)ut forbade the allowance of refund or credit in those cases
where su(h allowance was barred by any provision or rule of law.
Amendments Nos. 78 and 79 authorize credit or refund notwithstand-
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ing any provision or r'ule 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 life and mutual marine insurance companies under section
204 of the code instea(l of as at present under the provisions of section,
207 of the codle, applicable to mutual insuranceO companies other than
life or marine. The House rece(les 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.
Amendment No. 82: rThis is a clerical amendment. The House re-

ce(les.
Amendment No. 83: This amen(lment. eliminates the provision of

the House, bill relating to the effective (late of the amendinments made
l)y J)art 11 of title 1 of the 1 ouse bill, relating to withholding fit source
Onl wages. The Hous(e recedes.

Anmeindment No. 84: This amen(hment eliminates the provisions of
the, House bill relating to (lefinitionss affecting status for withholding
of tax at source, onl wages. The' House recedesC,.
Amendment No. 85: This anien(lment eliminates the provisions of

the House bill amending section 1622 of the code, relating to income
tax collected at. source. rlTe HIouse rece(les with a clhane in section
mnunber and a fu rttherm amend(lmflenit as follows:
Sect ion 16022 (h) (1) of the co(de, re-lating to witlhholding-exemption

certificates, is amended so as to p)erlmlit anl employer to give immce(iiato
effect only to chaltnges of statuts occurring Onlor: before July 1, of the
Calendar year. WV here ai witluholdliug-exemption. certifici te, is fur-
nlished on account of a change of statulis occurring after July 1, of the
calendar, yeatr, such change shall not be given effect until the first
payment of wages miade on or after January 1 of the succeeding
calendar year,.

Amnendmentl No. 86: This ameindmient, for which there is no corre-
spoleding provisioII in the Iholuse bill, is designedd to correct a technical
(drafting eri-or male ini section. 710 (a.) (1) (B) ot the code', as added by
section 202 of the 'Revenue Act of 1942, whereby a public utility
would becomiesubject to the 80-perentt income an(l excess-profits tax
limitation and would have its excess-l)rofits tax liability 'reduced by
virtue of the credit for dividends pai(l on its preferred stock (luring the
taxable year. The credit for (livi(len(ls paid provi(led ih section 26 (h)
of the code, however, was intend(led as a. credit only for purposes of the
surtax. The amnenlment provioles that for purposes of the 80-percent
tax limitation corporation s8Urtax net income shall be computed without
regard to 80 percent of the credit for (lividendls paid provided in sec-
tion 26 (hi). This not only corrects the error but also provides that a
public utility subject to the 80-percent tax limitation obtains the same
benefit 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. Tho House

recedes.
Amendments Nos. 88, 89, 90, and 91: Under the House bill, the

excess-profits credit b*sed upon an invested capit-al over $10,000,000.
but not over $200,000,000 was $700,000 plus 5 percent of the excss
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over $ 10,000,000. Upon an invested capital over $200,000,000, thle,
exe.ss-protit;s cre(lit wais $10,200,000 ptIus 4 percelit of thlet excess
ov'er $200,0(0(00,((( rIlese UllieI'fl(i11th eliminate thie separate p)rovi-
siOnl of tle I lose 11ill ill tOle ca'se, of inlveste(1 eItpit!il over $200,0,000,.
011(1 p)rOvi(le tlhat ill tle CaSe of invested cap)it'al over' $10,000,000,
tAll (!X.CSs-p)rOfit5s er('(lit, shlall be $700,00() plus 5 p)lrCenlt of the OxCOss
ve' $ 10(,000,0)00. Thlle Hloise ree(d'es.
AinenI(lnlient, NTo. (92: Tliis is it clerical alilllfl(lllTlt.rl,110Ihose

rec(mlcs.
A nn('Iell t s Nos. 98 w1( 9!?4: Tleseo t(re teclhnical tinldiuliellnts

(Iesiglxi(l to penlnlit' ti I('(0l)i lotlioll )y tlel. (JO'lhlilissioll'l' of cases in
NlOi(Ili relief iinle(li Se('ctilo 722 lois be(I-ee llovedIOW(l, W'let'li}l OP not stuch
(clISvs IeMlte totOixtiblOX e yeliXs hegillilig aft er D)ecembier 31, 1943.
'Il('l I lo se ree('(('S.

Ain(bll(lnilelit s N os. 95 aind 90: IUnder the House llill wlii(ch included
lessors widiin tde sco)O( of section 7:35 of t1le code, the tern ''lessor''
Wsll (efiln(l it a(iOI'J)orfl tioill whlic'lh ownis till ecOil(llic inltere(sit, ill a
16will(' IpO])erty 01'artaim hbem' l)1o('k, arnd( is paid ill aItccom'(4a1mce' with thlle
11in1)01' of nlli ivie'l il tillfl)em ullits recovere(l froill thle ilitneral prOler'ty
or timil6 teblock1)y te pi'o(luueer to wlTlici stich l)roperty or 'block is
l(ell(' by ele. lessor'IThese tnllelnl(llllnts chiatnge tle wordl ''pro_
dtlc(ic"' to ''I)(sol'nOI' nt(l (lirllate thle re(ulienlelnt tlutt Suel) p)eI'son
an uist 1)e the per'so'n to whiich teo illninerld property or tiinl)er block is
Lease( by te, lessor. Thtus, itldivi(lui le(,ss(sees is well as sublessees
are iclud(i(dl(l within thie purview of section 735 as respects lessors.
Tle1 I lotise 'ece(les.

Aiiwoll(illlln.s Nos. 97, 98, 99, 101, 103, 104, 106, and 107: Under
thle louse; [)ill, relief uiid(lem section 735 wvas extended to lnatural-gas
'molfpilili('s Wllil wei(e (ldefillne(I ts corporations (engaged in tile with-
(lirawal or tramlsj)ortltion by pipe line of nlatlurrl gas. In tihe, case of a
tural-gals coinplply, taly of the nwtural-gas propertyy of Wvhich was

in operatsioni (irillg t}ile bas()o period, tile nontaxable income from
(eXeill pt eO(XCSS oultpu)ut, for any taxable year was tile umoulllt equal to
tile OxCOSS output for sucli year multiplied by one-ilalf of the unit net
illicolie for suichl year. Thle tern "'natural-gas property" was defined
as tile pr'oper'ty of a1 tllur,1all'1-gas Company used for the withdllrawal,
storage, 011(l transportation by pipe, line ot natural gas, excluding any
)art of suichlproperty Wuliehi is an emergency facility under section 124.
in (detem'l'Iinlng tile teXCCs5 output, which meant the excess of the
natural-gus ui)its for tile taxable yealr over the normal output, the,
terin ''naturinl-gas uniit' was defined as at unit of natural gas sold by
a natural-gas company, and the tlrni "normal output" was defined
as thle average aninuail natural-gas units sold in tho- taxable years
b)eginlning after D)ece hber 31, 1935, alnd not beginning after December
31, 1939, of the peisoinlOwning the natural-gas property (whether or
not tile taxpayer). The termn "unit net income" in the case of a
niatulrall-gas property was (lnefed to mean the arnount ascertained by
dividing t,lle n)ct income, computed in accordance with regulations,
prescribed by the Cornmlissioner with the approval of tile Secretary,.
from suclh property during tlhe taxable year by the number of natural-
gas units sold in such year.

TPtlf3 amen(lrnents added by tlle Senate extendl relief to a natural-gas
cormtpany only with respect to the income derived from the withdrawal
of natural gas from ilastural-gas properties in which the natwuralWga-
company owns an economic interest and do not exctend such relief to
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any income attributable to storage, transportation, or distribution of
such gas. Thu3, amendments Nos. 97 and 98 redefine the term
"natural-gas company" to mean a corporation engaged in the with-
drawal of natural gas front natural-gas property in which itowns an
economic interest an(l which was in operation(dIring the base period.
Amendments Nos. 106 and 107 provide that in thecase of a natural-
gas clnopally the nonitaxable income fromi exempt excess output for
any taxable.year shall be an amount equal to the excess output for
suelh year 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 determiningthe excess output the term "natural-gas
unit,''as redefined by amendment No.99, means at unit of natural gas
withdrawn from a uaturiallgasproperty, an(d the termn "noi'mal out-
put," as re(lefiled by amendment No. 101, meaxis the average annual
natural-gas units withdrawn in the base period (taxable years begin-
ning after December 31, 1935, and( not b)eginning after'.D(emberl 31,
19:39) of thle person Oowyliig the nlatural-gas property (whether o~r not
the taxpayer). As re(lefline( by amen(lndmient No. 103, the- term
naturera1-gas property" means agas well, the(Ievelopmeut and plant
necessary for the withdrawval of natural gas ther'efroin and so much
of the surface of the land as is necessary for such withdrawal, excluld-
ing lany part of -such property which is al2 einemrgency facility under
Section 124. The dlefilnitionl of uniit net income in respect of a natural-
gas comnipimy, as change(l by amendment No. 104, means the amount
ascelrtaine(l by (lividIing the net income, computed in accordance with
regulations prescribed by the Comniissioner with the approval of the
Secretary, from the natunral-gas property during the taxable year by
the number of natural-gnas units withdraw( ' from suchPIroperty in such
year. The1 Senate recedes.
Amendments Nos. 100 an(1 102: These amen(lments are techlicsal

anld(mlments silnplifying the use of the term "l)ase period" in section
735 (a) (4), as amended. The Senate recedes.
Amendment No. 105: UUnder theHouse 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-pcriod was
an amount equal to one-sixth of the nlet in(,-omo for such taxable year
computed with the'allowance for depletion fromn 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 tle taxable year. The Senate recedes.

Amenm(lnent No. 108: The section of thle House bill relating to non-
taxal)le inComel of certain industries with (lepletablIe resources was
mnade applicable to taxable years beginnling after December 31, 1943,
except that insofar as it related. to lessors of mineral properties aid
timn)er blocks inl operation during the base period and to natural-gas
companies, it was applicable to taxable years beginning after Decem-
ber 31, 1941. The Senate amendinent changes the applicability pro-
visions to make all the amendments applicabl e with respect to taxable
years beginning after D)ecember 31, 1941. Trhe Senate recedes.
Amendment No. 109: Section 727 (h) of tho code provides that a

corporation sul)ject' 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. fr the transportation of-mail by aireraft, its-adjusted
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excess profits net income for such year is zero 01 less. rphis amend-
e flt,for which there is, no corresponding provision in thle h-ouse

bill, p)rovi(es that thle exclusion of air-mail compensation slitIl also
'be nm1,de. illdi(let llillin g the amllooult of the unused excess profits
credit for sueh year a.ailal)le- uIdler section 710 (c) as an offset to
adjuste(l excess Jprofits net income in other taxallle years. 'To the
extent, however, thlti t-h eiuinused exees*s profits credit adjustment is
attributalde to the- exchision of matil ipay, such credit is available to
tile taxl)llyer Solely for the pullrl)oses of applying section 727 (h); i. e.,
only if' Such u111use(l exceSS pJofitS credit a(ljustmll(nt coupled with the
excllsioll re(luire( for thle Current year, again produces a zero adjusted
eXcess plroil<Is net income. This amiell(lnient is effective as of the date
of tUie enactuieiit of thle E.xcess Profits Tax Act of 1940. The House
reced(es will tclmnical aniend(lnletlt s serving to clarify the language of
thle provisioni, and to provide that the, amenidment made shall be
(ffect. i \(V as if it wre' a1, part, of tile Excess Profits '1Tax Act of 1940 on
the date of it's e(llaaellcnietit

AiteiwdleieW No. 110: Th11is amenidnieuit, for whinci there is no cor-
respo(ialiiig provision ill tie House bill, ClImI n-ges, for the pul'pOSf
of p)art 111 of subchapter E of chapter 2 of the code, tHe definition
wdler existing law of lhe ternm "tax imposed under this subchapter"
in the case ot taxable years beginning in 1941 trimd ending after June
30, 1942. Under' the anmendni(rit. the tr m. means, in the case of
"(ilI taxa-ble yeai-;. the portion of the enltithttive excess profits tax
del ermitied lti(1(i se(tioI 71(0 (a.) (3) (B) of tUe code. Tlhe House
IC(lCVS.

Ainmmeiidmnits -Nos. 111, 112, 113, and 114: Tih(cse aniledniments are
clerical. The. IlHouse rc,(l cs.

Aeni(dmients Nos. I o and 1IG: Tiliese almleIi(liflflnts We technical.
TI if I louse recedes.
Amendment No. 117: Trhe Itouse bill provides that, in case of a

Cre(lit or refolld(1 of nil overpalyilment of excess p)rofits tax for a taxable
yea(r for which a post --War ('lui t is provided, bonds issued with respect
to ai taxable year p)rior lo0 thuat for which lime ovepa)a mont is made
numyv b1)0 i-made avail able for adjuIisl eont. By striking out the words
"or it previou; taxable year', tullis aillei(lient. lmas the effect of limit-
ing tfle bonds subject to adj ustment in suhel ctse to thle bonds issued
with respect) to the tax-able year for which the overpayment is made.
This Change ill the provision witli respect to the adjustmyient of the
bonds inakes sucLh provision coiifo0In ill this regard to the provision
with resl)ect to the adjustinmetit of tlme post-war credit. The House
rece(des.

Aneid(Inients Nos. 118 anl(l 119: T'hese are techlnical amendments.
The House re(e(ldes.
Amendment. No. 120: This is a clerical amendment. The House

rece(les.
Aimneudnient, No. 121: This atmendmient, for which there is no corre-

spond(limg provisions ini the House, bill, adds a, new paragraph (2) to
section 781 (d) of the code. Section 781 (d) relates to the limitation
on the post-war cre(lit with respeset to the excess profits tax. Para-
graph (2) prescribes a special rule for the computation of the limitation
on tihe post-war credit. for a taxable year beginning in 1941 and end-
ing, after June 30, 1942. The House r-iceedes with an amendment
Which corrects a technical inperfection iui the Senate amendment.
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The portions of the tentative excess profits taxes determined under
section 710 (a) (3) (A) ali (B) of the code are the portions of the
tentative taxes prior to the credit under section 729 (c) and (d) of
the code for tax paid or accrued to a foreign 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-
mont un(ler section 734 are applied against the sumn of the portions
of the tentative excess profits taxes finally (letermined 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 afnd ending after June 30, 1942,
whenever a credit under section 729 (c) and (d) or an adjustment
under section 734 is involved. This imperfection is corrected by the
conference amendment. Thle amount of tax which would be payable
to the United States under subcl)hapter 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 determlined
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 (c) 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 proviides that the rnmenclnients

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), (c), 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 (c) of the Senate bill correspond to subsections (a),
(b), (c), .and (d) of the House hill. 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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Amenidmenst Nos. 127 and 128: These amwidlmtents are clerical,
The l louseC I(Cde.S.

AielnntlmiA No. 129: Thlis aflmeil(l it., for which there is 110 (cor
reSpolIling pro isioni ill thlie I1oILwse l)ill, imemi'(sI sectioii 783 (b) (2) of
the e(ode, relating to onle of the limitatiolns Onl the credit, algailnst1 the
exceSs I)'ofits taix for (ldlbt. retirecimeit ill the clase of taxable years be-
gino,ng after Selotem l w 1, 1942. Sect ion 783 (b) (2), ats iialmel(l(d ,
p)rovi(Ies ill effect th1a1t t le credit for (lel)t lltiremelitt witbs respect to thes
tia xa biveyea shall nlot, exceed fill 11flillilt ((jeqil to '10() ercevlnt of tho
liliiolit by wili(ll (1) the ai1ioilit of ill(lk )ted(lness as., of Septemliber 1,
1 942, or (2) thle smallest a111011 ut, of iidebl)ted(llieSs as of the cIOse of ailly
preced(ilig tailbxlde y'a ein(lid)g a ft er Se)teiber 1, 1 942, whichever
aIlilo1)mt1 is tile lesser, excee(ds thw iioliiliit of ilndebtedneiss aIS of the
close of thle t a a ble yearl. The a llmeidillemcii is ma11de aI1)1)1icable with
respect, to I taXbl)1 yea'(s begilm1li g alftfi' i)Deellcciber :31, 1 942. Tlhe
blouse rec(leds with Ii alild1i(luienlt.

'Thi ('coilfretlle Ii mci(ll 11(11n t (clrifies the aiimeiicliiien t to s(ectioii 783
(h) (2) of the co(de b)y thle tuse of imlore prIcise Ilmligutre. It fuirtlier
prov i es that t lie amnedm lmid to sectloll 783) (b) (2) shal1 be I' pphicable
to lta al)le 5yai':1s i)egilmilig after Septenbll)erI1 1 942, inst ead( of to tax-
abl)l(e years b(I"legon tog1aftr D)ecenber 31, 1 942. Th'iie conference.
n111(d11(111mivit als(o1 iI l ilew sl1)sectioll (c) to this secrt ion of the bill.
Se('timi~ 783 (a) of the (o(le makes thlie allow cec of thlie credit. for (dlebt
re(rtremiitilt. ('011( iol cl 111)011all cl eect-i01l to tlike stichcrdit 1ta(le by
lie t1aX1)IINyv ill its ret iliii for thle t wxaile yar'Nvith -respet to whicJh1
slchlcredit is alllowilb1)v. \\i titil rel)ect to the eloctionll to take credit
for (I(lbt ret i remelit tmlrlilist. t he ('m-eess wlo)flts taXliil)05Cse(l foi at taxtible
Yea r' ei(de(ld j)l io0 to t lie (lte o0' theeIi iletmlci t of thiis act., tlis ('olifel-
(e11('(' 111VI('llnvidm lt, lmlkvs il SI)avintl excep)tiol to the gelnerall rulle ullnder
secetioll 783 (II) 118 to when tllc (cletion to take the ere(itl nmuist be
111m(e. '1hli' (wee)t iollt )lhiesoinly to tll e'lectioni to talke S1101 p)oirt ioll
of th1e (c(r(it.1withl I'sl)'ect to 11 t axallie yeaoi'l(lev(l I)1ior to telatee of
lIe ('olictm 1i,t of this aict as is at t riit at)lbe to th e chia1ige ill the li t!t-
tiol 1iiider' sectiomi 783 (b) (2) mladle lvy this sectiomi of the bill. rlhe
lnw ssl)sc('tioll (e) l)Io\'i(ldvs tllit such elec( tlIlloay be iliade withlin
llilety (lays a1fteri thel(it( of Ihlie ('1111( tlz1ilet, of this act.t

Ailleidineiit, No. 130: 'I'ho House bill increased( thel tax applicable
to jewelrly, etc., Sold fit, retail, from 10 p)e'cellt to 20 p)ercenlt of the
price for which so sold(. TPlie amlndl(lmlienlt makes the ilereasedl rate
inapplicable to waltehes selliiigfat retllail for not Gore than $65, and
milau'in,1 (clo('k1s'ellinig ait, retail foi n1ot more' than $5. 'Plhe houlso recedes.
Amendments Nos. 131, 132, 1,37, 143, 149, 166, and 167: The I-ouse

bill lneided(l section, 3268 of the Internlal IRevelue Code, which imposes
O0l (Xe(ly j)PlISoll Who Olpel'ritcs nl 1)owliilg alley, l)illialrd room, or pool
room 1 special tax of $10 per year for each bowling alley, billiard
tallie, or )0ool tabille, to increase the tax with 'tSJpoct to billird tInd
1ool tables to $20 per table. Thel Hotise, bill also suspended the tlqx
implose(d by section 3268 with respect to bowling alleys and imposed
a tax equivalent to 20 perenuIt of all amounts pai(l for the privilege
of bowling fit anly bowlilng alley. The, amendments increase the tax
for each l)owling alley to $20 per yogr, elhjiij~ate the tax on amounts
paid for theo privilege of bowling, anld pr'ovid(e that no tax shall ke
imposed with respect to a billiards table or a pool table in a hospital
if 11o charge is made for the uise 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
equal 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 admiission to any place from 1 cent to 2 cents for
each 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 I-ouse bill increased the tax applicable

with respect to amounts paid at cabarets) roof gardens, etc., from
5 to 30 percent of such amounts. Trlhe 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 IHouse recedes.
Amendment No. 142: The IHouse 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 5 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 the amount paid for leased wires, etc., to
20 percent of the amount so paid. The amendment further-increases
the rate to 25 percent. The House recedes.-
Amendment No. 147: The I[ouse bill increased the rate of the tax

equivalent to 5 percent of the amount paid for wire and equipment
service to 7 percent. The amendment further increases the rate to
8 percent. TI'Ile 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
oil 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
-:ouse recedes with ail 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
tihe 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. 1-52 and 153: 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

94992--44-
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date of title III of the Revenue Act of 1943. The amendment re-
ii .e is .a ftirtlher condlitioll t~o the exemption that a part of the

consideration shall be paid before suich (late. The House recedes.
Amenldtients Nos. 154 and 15.5: These amendments change section

nlumbe)0r s. rTh10 11'iise recedies.
Amiendnment No. 156: This is a technical amendment. Thle House

rece(les.
Amiendmnentl No. 157: This amendment chances a section number.

The Hlouse rece(les.
Ametdndment No. 158: This is a technical amendment. The House

rece(les.
Ailnen(hents Nos. 159, 160,fi nd 161: The House bill provided that

the. increase in the rate of tax with respect to billiard and pool tables
shall 1)e (fr(0(tivc only with respect to thle period beginning Julj 1, 1944.
Thle aniendiiietnts sU)5stitut0 a provision, coverilig bowliny. alleys, t 1e
tax ol which WiSt increase(l by another amendment, as well as billiard
and pool tables, that thfe increase in the tax rate shall continue of-
fect iveoThrouglh June 30 next following the first (lay of the first month
whicli begins 6 months or more after the (lato of termination of hos-
tilities ill tflie present. waiir ats (efine(d ill chapter 9A of thel Internal
RIve(illme Co(d(e 1(1(e(1 h)v tle Hlouse lbill. The House recedes.

Amelue(lhlents Nos. 162, 16:3, and 164: These amen(leilts dleaal with
tle timle of aIp)J)licaltiell of illnlcrvases in. thle rates of thle taxes impose(l
by sect ioi :3465 (a1) (2) aIn(d (3) of tlhe Internal Revenue Code(le an(d re-
late Such inlcrellses to tile first (lay of tile first month beginning after
tl(' effective. (111te of titl( I'll of the Revemieo Act of 1943, instea(l of
tihe elvfftive (laite of su(h title f1s p)rovi(le(d l)y thle House 1ill. The
I ollose ,ee(leds.

Amerudnienit, No. 165: 'T'his ameh(bmient a(kds a provision, for which
tlere is no corresplol(ling provision i1 tIe House. bill, to exempt from,
the tax oil amu1ollilt)pli(d ait (caarets, roof gard(lenls, etc., anly amount
pai( l)y 11iimself ora111mothller for any 1patlron or guest who is a inmember
of the military or naval forces of thle United States, or of any of the
other United N nations, aind is ill uniform. The Senate recedes.

Ainme(lniutnts Nos. 168, 169, tanl 170: These almetdnIenlts continue
as to tietv Aineri(cam Nationlal led Cross the exenljtions, mad11(c illmap-
plicalhle to thie Unlited( States by), the I-lollse, bill, from tNixes with respect
to tIelegrail)hI, telepilone., ra(iio, and( (cabple facilities and the transporta-
tion of personsan1Sd properLy. The house recedes.

Amnet(luienvt No. 171: This is at clericall amendment. The House
ree> I(les.

Aiuviie(uiiets Nos. 172 and 179: The House bill terminated the tax
eXenllptionll wit I respect to amounts pai(l for the transportation of
property to or fromt the Goverinment of the United States. These
a11(1e(lmnivatS (eontin1ie the (exemption with respect to amounts paid by
or to the, WVar Shlipping Adniiiiistration for the transportation of
Prop)ertY bY water from 011on )oilt in tlhe United States to another,
eXcel)t between points on1 thCe Great takes, for the period beginning
December 1, 1943, and endingonl the first day of them3 first month
which begins 6 months or more after the date of the termination of
hostilities in the present war. The House recedes.
Amendnietws Nos. 173 and 175: These are technical amendments.

The Ilouse 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
their 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 reApect 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 ainendim-ent increases the $5 rate allowed by the House bill to
$6. 1Thehouse rece(les.
Amend(lent No. 182. This is a technical amendment. The House

recedles.
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 (1) (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 subsection (e) to

section 309 of the House bill. This subsection provides that distilled
spirits used prior to the effective date of title IIlI 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 with respect to such distilled spirits, but no
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c-laih'l slhall be allowed which was 1)arrc1d l)y any provision of any
prior law. 'P' w 1 lousereC(e(des.
Amendment No.N, 185: T1ns nineiidmm.t eliminates the exemption

allowed b)y ti(' I-lollse bill of siver-plated flat-walre fromtfle tax on
je(welry,(t(c.,sol( tit retail. T'hie S('Infite rc(IdCS.

Anien(dlUinent No. 186: This nmen(lientt exeml)ts lhollsehold type
elect NlC citiiiiciCenliners frolm the tax onl (ectcric, gas, an11d oil appli-
fll(Ws sold( by the nninufact urer. The Douse recedes withl anitimend-
ment. rexlIib)erijg the section.
Am endinent, No. 187: 'Tis amcnl(ldnent, for which there is no cor-

respond(ling p)movisioll ill t'll lHouse bill, provides for refund, credit, or
abltem('l t of theo ta~x onl luggage sold by themanufacturer, producer,

or iilpJ)orttr, prior to the effectivedate of thle section relating to the
retailers' excisetalx onluiggage(,and held oil su(ch effective date bya
dealer for side, Tile SeniaterICeC(l'S.

Amenidmnent, No. 1 88: 'lhis aiell dilletI('flt, elimiintes the increase
made il thle Ilouse I)il of the rafite of postluge onltill Imail mul1tter of the
thiirl class 1)b' llan olint eual tto thei1rte p)rovi(lild by Cexistilg law
Tl} e IIolnS- rece d es.

Amendments; Nos. 189), 190,190 1, 192, 193,194, 195, and 196, inclu-
sive: 'T'llese anll dmlelnllts(ch1am's1esection Ile 1)OI'S, Ti loulHtse, rece(des.

Ann(lendmen t, No. 197: Tlb is nmndl ment, strikes ollt section .501 of
thle Ilouse lhill. 'Tlhe louise rCec(lds withani nlen(lmndient, addingr a new
subsectsion (k) to section 811 of the eo(lde and changing present stub-

sectoioi (k) to siu)section (1). New SuIb)Section (k) provides that if the
viii iie of sto(cl Ol secillities inl a corporatlioni cannot I)e(leterlinedc with
reference, to sleVS Pri(ces or bidl1d(1 asked prices l)y reasoll of the

ll)isence of sales thre(of l11(1 thelirIlotnt l)er istedI olnlln(xchanlge, the
Viihle of silcll stock 01 sectiliLiCS shallb1eX(lbetermined by considering,
ili ll(l(itiol) to ill other relev1i11i, factors, the valuie as of tile applicable
valuation dfte of stoc(k or securities ill corporal tiols engaged ill the
samle or ai simlilar lilne of business which are listed onl nl exchange.
Tlie eff(et, of t1is sll)bC(ction is to clarify the consideration by the
Colillin issioluer, alolln witil other evi(delitfiary ftlet 'ors, of the value of
listed stock oti securitiets ill corporations engagedI in the same or at sim-
illar linele of lsiness. '1 Ile C'omimlissioner retains his Present aulthority

undr th( law to determinee the l)reciso weight. to be accorded all
'ertill'enIt falctors affecting val'uuh, (lepen(linlg ol the facts of each case.
Aniueudinent No. 1 98: TsllS (mendimdnient strikes out section 502 of

tile 1loulse )ill. Tihe 1-hoose recedes.( (See amiendmeint No. 199.)
Aimendmient No. 199: This amen(lment adds, in lieu of section 1502

of t1he Ihoulse, bill, a new subsection (e) to section 1000 of the code and
a new subsection (c) to section 501ofI the Revenue, Act of 1932,
designed to prevent ine(luities ill coetin, instances affected by the
decisions of the UJnited States Stipretme Court in Estate of Sanford v
(%i7rnissioner (308 U. S. 39) and iasquin v. JHvmphreys (:308 U. S. 54)
(November 6, 1939). The House recedes with three amendments:

'1'hIe first pIrovides that the present rIule whlereby gift tax is imposed
upoln the paJyment of income to--a beneficiary or upon some other
disposition ot thle income is not affected as long as the grantor retains
a power over future income from the trust property. For example, if
. grantor created(l i trust in 1930, reserving a power to change the
beneficiaries and their proportionate interests with respect to principal
and income, but witLout retaining a power to revest the property in
himself, an(l terminates his reserved power in ]944, so thathe 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
effect 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,
ad(Iing a new subsection (c) to the Senate provision, disallows interest
on any overpayimellt resulting from the application of new Section
1000 (e) of the co(Ie, or new section 501 (c) of the Revenuie Act of
1932. The third ainetidinent eliminates the final subsection of the
Senate provisions because it is unnecessary.
The conferees do not consider it necessary to insert any explicit

provision relating to the ?elinquishment of such administrative
powers as a 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 beneficiaries 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. I-lelvering, 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 has
been terminated and which required certain reports to be filed per-
taining to the tax paid for the transportation of persons on Govern-
ment business. The House recedes.
Amendinent No. 202: This amendment makes the special 7-year

period of limitation for overpayments resulting, from deductions for
bad 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 release of a power of
appointment created on or before October 21, 1942. The House
recedes with a change in section number.
Amendment No. 204: This amendment provides for the repeal of

section 6 (c) 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 inconte 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 tq section 6 (d) of such act (relating to rules.
for the application of subsections (a) and (b) of section 6 of such
act). The House recedes with a change in section number.
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Amrndnienit No, 205: This amendment1 permits, from t he effective
(late of the act and for the duration of the war and for 6 months
thereafter, the importation free of dluty of a lighter weight of news-
print plper than that, J)ermittedl iunder the, existing provision -of
-paragrrl)h 1]772 of the Tariff Act of 1930. The amendment has no
other effect onl th11e existing law ats to free-of-duty importation of
stan(lar(I lewsprinut paper as admi nistelred I)y the TreasuryiDepartment
un(ler the regulat ions promlllgate(d l)y it thaw the particular changes
in Sp(-itiCllftiollS set forth. The House rece(les withi an amendment
as to the newssprinut paper to be affected and a further amendment
making the amiendient, applicable only so lolng after the effective
date of the ntct as newspaper publlishlers (conitilnue to be limited by
Fledflrtl law, regulations, or ord(lers as to the amount of paper to be
uSe(l b)y themvi ini p)ullication of their newspaperss.

Amendm(uent No. 206: f11his ate(lnenivt., for which there is no corre-
s)oil(dil)g provisioll ill tle Hlouse )ill, anlle(lds, eflkmtive as of January
1, 1942, section 18:30 of the I nternal Revenue Code, which relates to
tax-free ('ex)ort tionl of )laying Can(is, to permllit. tax-free shipment to
a poss(essioni of the UiJite(d States, anad until the (late ol which the
IPresideitt procliiins tim hostilities ill thw present war have terminated,
tax-free Pelmoval I of sull car(ls for Slillljlt to a. Territory of the United
States for thle use, of members of the military or naval forces of the
IJIIi ted States. T1'hie I ols(e recedes with cleriCal amnien(dlents.

Ameuidnmenjt. No. 207: Tlhis atlfen(lment, for w\hicll there is no corre-
spomlifig provisioil inl the IHouse( bill, frfects an anen(llnent to section
23 (k) (5)) (1B) of the code with respect to losses onl secucities inl affiliated
ColJ)OI' tioiis. IJIl(Jner existing law aL corl)OrtiioIl is to be considered
as anl aflihiit( of the taxpayer for the pIlr)ose of thlle (le(lduction involved
only if more thim 90 percent of the aggregate of its gross income for
ill taxibl)le years has been from sources other than royalties, rents,
divizlen(ls, ijiterest, annuities, or gains from sales or exchanges of stock
or securities. Two exceptions are ia(le l)y tlie amne nient: (1) Rents
derIied from rental of properties to employees of the corporation in
the olrdillnary course of its operating 1)uSiness aire' C('xclude(1 frorn the
terin rentsnut" ; alnd (2) interest receive(l ol the d(eferle(l purchase price
of operating assets 0sol( is exclu(Ied from the term "iliterest."' The
aneiil(lnilent is ma1leeflective with) respect to all taxal)le years 1)egin-
lling after 1)ecember :31, 1941, the effective (late of the, provision
aieti(le(ld. Th1e lHouse recedes with an anllindnient effecting a1, similar
change, ill sect ii 2 3 (g) (4) (13) of the code.

Aimetindmenit, No. 208: T1hiis amen(ldment, for whicil no correspond(ling
provisions lp1awlre(l ill the Iolloseo )ill, makes so muchle of section 169
of the Revenue At, of 1942 which adde(l paragra)ph (3) to section
322 (1) of the Internal Revenuie Code annd subsection (b) of section
169 retrloacttively pl)lipjiealhl( ill certain cases to taxatl)lIe years beginning
priot to January 1, 19!42.

U1(1(r section 276 (b) of th(e aco(le, tile taxl)ayver an(l the Coninlis-
sioner mayagree ill writing to exte(il beyond tl0e perio(I prescribed
inlsectioni 275 the timiel withlin which thlle (i1om1nissioner may make an

assessment, i'aragraplh (3) of section 322 (b) in effect automatically
ext,(,Xsls thlie period ill ,sluchl case within which the. taxpayer may file
claim for eredit or refund, or within which credit or refund may be
allowed or miade if no claim is filed. Such section likowise provides
approl)riate limitations on tlhe amount of credit or refund which may
be allowed or ma(le 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 an 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 executed within 3 years of the
timie the return was filed by the taxpayer.
The above ame1nfldments were made applicable by section 101 of the

Revenutie Act of 1942 only to taxable years beginning after December
31, 1941. Ithas, 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
b)egililling 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
umendiments are, therefore, now made retroactively applicable to any
taxable year beginning prior to January 1, 1942 if, and only if, on the
(Inte of the enactment of the Revenue Act of 1943, or on some future
(late, 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-
metnts 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 oIL some later date,
unless the Commissioner would be precluded from making such assess-
ment b)ut for the fact that an agreement of the type described above has
b)Cell 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
woull(d 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
be applicable to all taxablewyears beginning after December 31, 1941.

Tlhe 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 rlThe 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 rhe 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 transferee with respect to the tax of the tax-
payer for such taxable year within the 4 years immediately preceding
the (late the transferee signed such waivers.

An).ediinent No.-209: Trlhis amendment, for which no corresponding
provision a)peareCd in the House bill, changes section 602 of the code,
relating to the (llletinition of net income for the purposes of the declared
value excess l)rofits tax, so as to exclud(e therefromn the excess of the
net long-termi capital gain over tlhe net short-term capital loss. The
amiendident is applicable to taxable years beginning after December
31, 1943. The House rece(es.
Amendment No. 210: Sections 812 (d) and 861 (a) (3) of the code

now providle that any interest falling into a bequest, legacy, devise,
or transfer to charity 1)y reason of an irrevocable disclaimer of such
interest by another beneficiary is de(luctible from the gross estate
as a part of such bequest, legacy, devise, or transfer to charity, if
the discluinmer is nade3 prior to the datto prescribed for the filing of
the estate-tax return. This amendm ent for which there is no cor-
responding pro %'isioil in the House bill, ands a special provision to the
effect that in thle case of a (lecedent (lying on or before October 21,
1942, an otherwise vahi(l (lisclaimer will be recognized if made prior to
September 1, 1944. The Hlouse recedes.

Amnendmesnt No. 211: Thlis amendment, for which there is no
corresponding J)rov'iSion in thehouse bill, adds a new subsection (f)
to section 151 of the Revenue Act of 1942, so as to make retroactive
sIu)SectionS (a) and (b) of such section (relating to the exclusion of
certain real proJperty from the definition of capital asset and to gains
and losses froin involuntary conversion and from the sale or exchange
of certainI p)roperty used in the tra(de or business) as if they were a part
of the Internal Revenue Code and title I of the Revenue Act of 1938
on thel datto of their respective enactments. The Senate recedes.
Amendment No. 212: Under this amendment, for which there is

no corresponding provision in theIHouse bill, the provision of section
115 (a) which (lefines a dividlend to include, in addition to a distribu-
tiOl out of earnings aind profits, any distribution of a personal holding
company is qualified so as to apply to any distribution of a personal
holding company only to the extent of its subchapter A net income,
whether or not the distribution wouldIbe a dividend as otherwise
defined in that section. This amendment is to be effective for all
taxable years b)eginning after D)ecemnber 31, 1941. The House recedes
with clerical amendments and a change in section number.

Amiendmient 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
comminittee ma(le changes in the wording 6f such section in order
properly to carry out the intent of the section.

All the taxes impose(l under chapters 1 and 2 of tile code are related
in that. thley are based on income. The same items of income gener-
ally enter ilnto tile computations of the amount of income which is
subject to the several-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 change in one tax may prod-zresults in a
second 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 a(ljustment 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 liable for a personal holding
company tax should result in exemption from the excess profits tax.
Under the present pIroviSiOns5 of law each tax imposed by c(dapters

I and 2 is considered a, separate tanx, each with its own substantive
inl(1 ad(lministrative provisions. Each suchl tax has its own period of
limitations for assessin(g such tax and for allowing credit or refund
for an overpanymnent of suelh tax. Such periods of limitation (lo not
lec(essarlily-expire at the same, timely in the case of the several taxes.
The result of such different periods of limitations is that appropriate
aldjustments 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 Comnmissioner from assessing a deficiency and in others in
.)revenlting the taxpayer from receiving a crp(lit or refund. Trhe
Commissioner might likewise be barred from making an assessment,
or the taxpayer from receiving a credit or refused by some provision
of law or rule of law other than that relating to the statute of limi-
tations.

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 above
may be made for the same taxable year in any other tax impose(l 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,4nnd (2) if at any time
within 1 year from the time the deficiency was assessed,-or--credit or
refund allowed, in respect of the first tax, the assessment of theydefi-
ciency, or the allowances of a credit or refund, in respect of such otlier
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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ina(de, Or refuld allowed, (luring such part of the 1-year period must,
of course, be the assessment of an actual deficiency or the refund of an
actual oNverpaynientl.

In (determining whether there is any such increase or (lecrease in the
amount of ta.x j)reviously (leterminedc, changes shall bc made only in
the items which were the subject of the determination in respect of the
first tax and itens which ares affectted tierl)y. Tlhus, if for the taxable
year 1940 thle 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 muade in thee excess-profits
tax under the provisions of this section would include not only the
amount which Should he properly deducted as depreciation, in coni-
pllting excess l)rofits net income, but also other itenis such as thle
amount of any de(luction, credit, allowance, or- a(ljustnient which is
limited, directlyy or indirectly, to or by the amount of net income or net
income from theJproperty, and also thle aniount which should properly
be deducted, in computing cXCess profits net income, in respect of the
incoleme tax iInllpOS( lunder chapter 1.
Such increased or decrease, if paid or refunded, shall not be recovered

by any suit on the ground that there wats no actual deficiencyy or over-
payment. Any amount pai(l as a dleficiency, or refunded as an
overpayment, uider the provisions of this section can be recovered by
a claim for refund or suit for refund or suit for an erroneous refund
only if such claim orsuit is based upon an item which was the subject
of thle determination in respect of the first tax or an item affected
thereby, 'i' can be'recovere(l in connection with a subsequent applica-
tion, of this section. 3807.
Any increase or (lecreaSe (determined as (descril)e(l above may be

assessed(, Or cre(lite(d Or refunded, as if Onl tle (late the deficiency is
assessed, or credit or refund allowed, in respect of thle first tax, I year
remaine(l before the exl)il'ation of the( perio(l of limitation upon assess-
ment or filing claim for refund of overlmlylnient of thl tax in respect of
whicllh suhll increase Olr (dec'ease is determined. All provisions of law,
e. g., thc sutsI)ension of thle running of tfhie statute of limiitations under
the provisions of se(?(tioli 277 of the code in case a deficiency notice is
Sent to thle taxpayer, not inconsistent with thlie provisions of this section
will be applicable to thlie assessment of such increase or the refunding
of suhi(lecrelese. Sulchl inrea(ase may 1)0 assessed, or decrease refuinided,
notwithstanding any provision of law, s8uch as section 272 (f) of the
CO(de, or any rule, of law (e. g., res judicata), other thaIn section 3807
itself or section :3761, Irelting to Compromises. Section 3807 nmfay, of
CouI'se, operate) s(eeral times upon thle, stame tax, and likewise may
operate sitln ltaneoitsly on several taxes.

Section 3807 is to 1)e applicable to affiliated groups which file con-
aoli(ld te(l rettu rlms, and is to operate whether the determination in
respect of the first tax is in resI)ect of the tax reported on the basis of a
consoliduted retillurn,or in respect of a tax relporte(d oI the basis of a
separate return. In the, (lcase of a Iniml)er of an affiliated group, the
words "any other tax of thie taxj)ayer" is to include any other tax
imposed by clhapter 1 or 2 uIpOn. any other member of the group,
whether such tax is reported on1 thle basis of a consolidated return or on
the basis of-a separate return. Tthus, if a deficiency is assessed, or a
refund allowed, in respect of a tax reported oIn the basis of a consoli-
dated return, adjustmelits umay be mla(le in respect of the other taxes
of thle affiliated group reported on the basis of a consolidated return
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atnd also in respect ofthet.axesq 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-
justments may bemade not only in othertaxes ofthe given taxpayer,
but also in aniy tax which such group reported upon the basis of a con-
solidated return. These adjustments may be made even though the
several taxable periods invol1ved are not the same if the taxable year
for which the adjustments are made coincidesill whole or in part with
the taxable year for which thedeficiency was assessed ora refund
allowed.

Section 3807 is to apply to all taxable years beginning after Decemn-
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 an( lpaid a tax

as a personal holding company forthecalendar year 1940. The Corn
missiolIer within the properperiodof limitations asserted a deficiency
against corporation X in respect of the excess profits tax for such
taxable year. On March 1, 1946, it was determined that corporation
X was not apersonal holding company and was therefore subject to
excess profits tax. Corporation X paid such excess profits tax on
Maircll 1, 1946. Under the provisions of section 3807 corporation X
may file a claim fob refund of the personal holding company tax which
it lpaid, or( credit or refundmay be allowed or made if no claim is filed,
as if theperiod of limitation upon filing claim for credit or refund, or
tie allowing of credit or refundl if no claim is filed, did lnot expire until
March 1, 1947.

(2) Corporation X, which makes its tax returns upon the basis of
tihe 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 tttx return for the short taxable year Januamy 1, thri. ugh
Junne 30, 1940, and an income tax return for the calendar year 1940.
Corporation 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 it separate return-. Any adjustment to taxes of other members of
the affiliated 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 b)een assesse(l or allowe(1 in respect
of the tUx r,,,portod on the 1)asis of the conlsoli(lated return, appro-
Ipriat(' fdljustmeillts ('01(ld be imlle in any tax reported on the basis of
P (collsoli(ldtc(lt (dt.1 i', or in any talx of ainy meimnber of such affiliated
gl'oil ) M'e'P)()t'(1 ()11 bl)Uisis5 of a Sop'ltlite retilll.
'l( 1 1 louse reev((s( w ithll anlledenil ts.
Amteindiiienit, No. 2 14: This ilmen(l eint miakes chtinges in the priori-

ties 111)pli llel( to )alyilllents wllithl1oiz(ad (I ilectedI to be miade in
respect of IaNl'ds of the NIlixed (Clais Commission under the Settle-
nienit of Winr ('laimis Act of .1928, as amended, and author'izes and
directs the Secrebtiiy of the, TPreasury to make( certain depositss in the
Germnan Special D)eposit Accouit1 created( under the provisions of sec-
lion 4 of tle act, of 1 928, as anmended. Tlhe Senate rece(les.

Amiendmnent No. 21 5: 'I'ls amendment, of tfle Senate A(l(Is a pro-
Visionl to sect ion 6 (e) (1) of thel Current, Tax Payment Act of 1943,
relating to extension of tiime for )aynment of the, 25 percent increase
in 1943 tax tn)(der suelh act, which woul( I)ernit, a taxpayer who elects
to )osftl)lne thle paymnenlt, of one-hal-lf sucl). increase, to pay (mcli one-
half of stli(l increase, in four equal (lltirtcIly installmenTICAts. The
Sen alt e 'c( I(es.

Amenidmeint No. 210: This is a. clerical anie(ninent, pursuant to
a nlI(ThthInenl t No. 217. Tim 1-louse rcceedeS.

Amiendniment, No. 217: T1 is is at clerical imiendmient, in conformity
wi tlh anlnn(himet, No. 289, Uwhiich elimlinates the repricing provisions
froim tle( RIenegotiation Act. The 11 house reced(les

Amnen(inent, No. 218: ''iS ini1en(Inent eliminates a phrase which
Would (clast (doabt oln the inclII(hiI)ili ty in tilm temIIl excessivec profits', as
isCe(l in the Rlenegotiation Act, of any portion of the profits dlerived
from pa tent, license agreements't.The Hlouse rece(des.

Anendlinont, No. 219: Under the, House bill, the factor of contractor
eflicioency, req(iire(l to b)0 take, into consideration in determining
excessive profits, conteinI)latel particul ar' regard, inter alia, to
economy in the use, of rawsr materials. This amendment removes the
restriction upon the character of materials of which the economical use
is to be, of siwnificanice in this connection. The I-House rece(Ies.
Amendment No. 220: This is a clerical amendment, consequent on

amen(lmentNo. 221. The, Ilouse recedes.
Amendment No. 221: UJnder the I-ouse bill, the factor of reason-

ableness of costs fand profits, required to be taken into consideration
in determining excessive profits, con teml)Iated 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 regar(d in this connection. The H'ouse 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.
Amendmenlt No. 223: This amendment required that one of the

factors to be taken into consideration in (dctermmingo excessive profits
shall 1)e whether the profits remaining after the payment of estimated
Federal income and excess profits taxes will be excessive. The
Senate recedes.
Amendment No. 224: This is a clerical amendment, pursuant to

amendments Nos. 222 and 223. Thle 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 amendmrtents 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.

Amendmwelnt No. 231: The (le(lUctiOns an(l exclusions for Federal
nicom{} andi exce-ss profits tax puIrposes allowedl by the House bill in
(tctermining profits der'ived from contracts and subcontracts are
limited to those "of the characters allowed" as dedluctions and'ex-
clusiorns undler cha pteres 1 and 2E of the Internal Revenue Code.
This amendment eliminates, 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"
an(l, 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: Trlis amendment specifically includes carry-

overs, carry-backs, and recoml)uted amortization deductions among
the items of de(luctions and exclusions to be allowed as items of cost,
to the extent allocable to contracts and subcontracts. Carry-overs and
carTy-backs of net operating losses annd unused excess profits credits
are provided for by sections 122 and 710, respectively, of the Internal
Revenue Co(de. Recomputation of the amortization deduction is
provi(le(l for by section 124 of the code. The House recedes with an
aniendiment eliminating the reference to earry-overs and carry-backs.
The purpose of this amendment 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. 'Wi ere a renegotiation is made prior to the termination of
the amortization period, no allowance will be made to the contractor
or subcontractor 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 recoinmputation 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 portionl of thte additional
anmortizaitioni whlicll s allocable to performlanice ill suchll prior(Tyar'"ofreii(eotitia))le hiuSil)'Ss. It cihilot exceed thle amoulint of the aid itional
111flO0tiiziltioll deductions allowed for tie yetfir inl respect of which] the
reriegot iaIiont was made, re(luceld by thle amount of tax Savings
realized by tie cotittract-or or subcontractor by omitting from gross
incoeil 1nit, p)ortioi) of the excessive profitss whiiclh equals, thie amoinit of
the a(lddiitimm al aniortlizmtiorldeductiolls.

IPo' (exItIllpi)I, X.Corporal iolu lilts certificates of necessity covering
emflerlgeiw0Ry facilities wit'llhll taggregate cost of $500,000. $350,000
of stuch facilities fire ise( -XClusively inl the performance of relle-
got~ial)le contracts. amlid SMI)CotraICIS aid $1 50,000 of suchI fAcil-
tifes fare X(l'dexclsively in p)erforn-litig nonreiiegotial)le btusiniess.
X Corporation has, mlade at refund of excessiveIprofits for the year
1943 ijia1illninoiit il eXceSs of $14,000. X Corporation has taken
$100,000 ats a (le(luction for amortization under section 124 ((1) of the
in1ternlal Revenue Code ill its tax, returns for that year. As n result of
recoominutattion of the alilortization1d(1duetionl pursuant to section
124 (d) of thle code, the amortization de(luction for the year 1943 is
increased to $200,000. -The operation of subparagraph (a) (4) (D)
maily be illustrated as follows:
1. Original amortization deduction-$100, ooo
2. Allocable to renegotiab)le business (70 percent) and allowed in rene-

gotiation -- 70, 000
3. Bcomnputed amortization reductionn . 200, 000
4. Allocable to renegotiable blisiiess (70 percent) --140, 000
5. Excess over almIortizationl deduction originally allowed in renego-

tiation --70,000
6. Income,, and excess profits taxes assessable on such excess (80 percent

rate assiUne-(l) ---56, 000
7. Net rebate pursuant to subparagraph (a) (4) (D)) .14, 000

A further pur )Sose of slbl)p)ariagriap1h (a) (4) (C) is to create anl excep-
tioll fromll thee.Iflvet of stubparagraplh (it) (4) (13) so that earry-overs
111(1 air'ry-l)bckS which ll ight, conlstitite (le(luctions for tax p)uIr'poses

shal)111 nlot b)e re(uIir-ed to 1)b treate(l ts items of cost or otherwise
d'(elduti ble ill (d etilfIllil)ing excessive profits ill reniegotiation.
Ameijl ieinit, No. 2,33: Under that lpart of the (lefinition of "sub-

colntract" colntailned ill subsection (a) (5) (A) of the Renegotiation
Act, as amnenlde by tlhe House bill, the terIn means anily purchase
or(e&r or 1agreemnetit (other than a contract with a Department) to
make or furniish, or to performin tany part of the work required for the
mal1king or fullrnIishilng of, n colitract item or a component article. For
thle pll)U-pos5P of the subparagraph, a contract iteni means any article,
work, services, building, structure, improvement or facility contracted
for by a I)epartnmentt; anld a component article meals any article
which is to be ilicOrpor'ate(l inl or as a part of a contract item. The
amfllej(lmfljlt stlilkes out, the entire text of the, subparagraph and re-

stores the lillnginge of (existing law (the subject of settled adminis-
tra-tive consttructioni), whlic (lefilles the term subcontract to mean
anly purchase order or agreement to perform all or ally part of the
work, or to minkeo or furnish anlly article required for the performance
of any other contract or subcontract. The I-louse recedes with an
amendment excluding office supplies from the articles within the
pwrview 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 sub)conltracts for similar articles which are now exempt under
departmentall regulations in te'rpreting 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 (c) 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
such terms had been inserted. The House recedes. (See amendment
No. 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 fix 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;
tind, with amendment No. 310, which authorizes the Secretary of a
1)epartment 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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corresp)ondiing to those to which he himself as required by paragraph
(:3) of the subsection to agree. Thle alnend(lnlit limits the required
iiisertioln to slubcontracts involving 'all estimated amount of more
than $10,00)0 if of thle kind described in subsection (a) (5) (A),
defining subconitracts generally, and to sul)contracts involving an
estilllate(l amount of more, tilh $25,00(0, if of the kind described in
slubsectionl (a1) (5) (B), (lefil)illg so-called war-broker contracts. Under
the conelu(ling seiitenice of subsection (b), howeveIr, contracts and
s81be(ontaracts to wli ichI subsection (c) is applicable) are considered as
having beeII niadle stuibect to sul)sectioIn (c) in thOe same mnlanner and
to the same extent as if the provisions had been inserted. The IHouse
rMecdes. (See ame)(1i(lndiet No. 246.)

Aniend(lnents Nos. 2406, 247, tnd 248: The1 last sentence of subsec-
tiorn (C) of te, Retiegotiation 'Act, its alIende( by thle Houise bill,
provi(Ies that, whthieer or niot. the provisions re(liuire( by the su1)section
nar iliserte(I ill a. conitract or subcontract to whiich the suI)section is
applicable, such cointract or' subcont11tralct, as tile case may be, shall
b)o colnsi(lere(l as liat'iii1 beenex made subject to tile S)ssection in tho
samie Ineimi' and(l to thi sIame extent as, if such provision.S had been
iIiS(rt(e(I. Ai1ueIIdliieit. No. 24'6 is a toehliical aiielldihnent involving a
(ch1a111ge of refer'ellcee to thle applliable subsection; ainendmiient No. 247
is-a clarifyinlg aimieni(linenit, (lescrilinig tile provisions in reference as
specified ill, ra1therl. thti ) required by, thie provisions of subsection (b);
ahl(1 amii(lmieniet No. 248 is a clerical amendment, pursuant to amend-
mnw t No. 24.6. 'J'h1 1House r-ce(Ies.

Aimein(ln1ent No. 249: Un(ler the ]Hou1s(e bill, agreements between
the War Co.no1tracts, Price Adjustment Board aiid a contractor or
su1lt)cot'rllctOlr Italy he mnude( with respect to th(e elimnilnation of excessive
profits r'etllize(l or likely to 1)C realized. 'The ameii(linient strikes out
thi(e' phllrase" 'reltlize(l or likely to be realized'' and substitutes '"received
o01 ccrue^(l.'" Tinle I [ousse rece(l's with an amendmient p)rovidinig that
allny sluch1 agrevi(ement, if mla(de, maty, with thoe 'consent of the contractor
Or subcol)ntOractolr also iwIilui(3 P10ViSiOI1S With resPect to the elimi-ia-
tioti of excessive, profits likely to be1 received or accrued; and with a
further iiinvin(lmeneit of whliclh thle efrect is to restrict thle issuance and
eiitrv of ain orlder (letermininiiig the amount of excessive profits to cases
ill which all agreement is nIot reached wvith respect to the elimiination,
of excessive profits rec'.Vi ve(l or() cruc('l.led

Aiendlmienit No. 250: '1i'is is a clerical amiiendmient, ill collfonity
withl tuillei(liuejit, No. 276. Theo Seniato recedes.

Amendm(linenit No. 251: The I-louse bill requires the War Contracts
Price Adljustienit Boardl to ex;(rcise its powers with resl)ect to fiscal
years. This amn denhiieiCt )ermiits such exercise with respect.to such
other periods as nmay be fixed i)y mutual agreement, between the Board
an(l tine contractor or subcontractor. The Purpose of thle anenolment
is to effect all equitable result ill cases of the renegotiation of long-terai
contracts. Th\lne House recedes.
Amendmieint No. 252: ULlnder tUe House bill, thle statement of the

determination of excessivelyprofits required to be furnished to the
contlracto or subcontractor by thle NV ar Contracts Price Adjustment
Board is not to be used ill The Tax Court of the United States in con-
nection with its (letermination of excessive profits. In lieu of this
prohibition, the aInenlnientt prohibits the use of such a statement in
the Court of Claitmis as proof of tine facts or conclusions stated therein.T'IOe Iouse recedes with a technical aiiendinenlt, 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: Thiis 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 I-louse recedes.
Amendment 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 miscellaneous receipts to money recovered from amounts
previously expend( Trom appropriations from the Treasury by wav
of repayment or suit under subsection (c). The House recodes witK
an amendment limiting the application of the provision to money
recovered in respect of amounts paid to the contractor from appro-
priations from th1e Treasury, and of which the purpose is to prevent
tihe depletion of certain revolving funds at the disposal of some of
the contracting departments by the payment of recoveries into the
Treasury.

Amenidmnent No. 261: The House bill required the Secretary,
1)1on the withloldling of excessive profits or the crediting of excessive

profits against amounts otherwise duel1 a contractor, to transfer to
the Treasury from aplpropriations 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 Secretary certify the amount withheld
or cre(lite(l to the Treasury, tile appropriations of his Department to
be correspondingly reduced; an(l the amount of such reductions is
to be transferred to the surplus fulnd of the Treasury. This amend-
ment conforms the plopceduro to govern the disposition of excessive
)rofits withheld or credited to the existing general accounting and
bookkeeping procedures of the Treasury Department. The House
rece(les.
Amendment No. 262: Thie IHouse bill required the Secretary of a

contracting IDepartnieut, in determining the aniount of any excessive
profits to be eliminated, to allow thle contractor or subcontractor
credit for Federal income and excess profits taxes as provided in
section 3806 of the Internal Revenue Code. Under the amendment
tilis cre(lit is allowed in eliminating, b)ut not in determining, excessive
profits. Tbhe H-louse 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' agreements 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.

940)02-44-6--a
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Amienidmenti No. 268: Uln(ierSul)seCtion (c) (5) (A) of thle Renegotia-
tiont Act,tas alieul(led( ly thre House ill, every contractor and subcon-
tractorhiol(ling contractsO0' suli)ciitracts to whic(lh the provisions of
tlmslul)SeCtioi areatp)l)licab)le isrI(Njuire(l to file with the War Contracts
Pri'e Ad(ljustjmentlOar(l,nt suidh tinme or times and in such formn and
detail as the Boardmalllly by regulattions p)rescribe, statements of actual
costs of pro(hictcoti ain(l such other financial statements as the Board
mayl)y regullations prescribe. Aniylersoni w~ilfully failing to furnish
any statelnltet required of himtll (ler thesuibsection,or knowingly fur-
Iling nlly such statemellnkit colltaitillig information which is false or
misleading in any miatrial respect, slhall upon conviction thereofbe
puniished byit fine, of niot more than $10,000 or imprisonment for not
morethal n 2 years or 1)oth.

T'le alien(lmieit re(quires that a financial statement setting forth
theo actual costs of production and such other information as tihe
Boar(l ntay by regulations prescribebe1 filed with the Board on or
before tlie first. (lay of thle fourth month following time close of the fiscal
year. The amecnlment also requires that in addition to this state-
ment any information, recor(1s, or(lata requiredby the Board of the
contractor or subcontractor shall lbe furnished at such time or times
an(l in such form and detail as thle Boar(l mayb'y regulations prescribe.
Trie penalty relatitig to tde statement is extended to the information,
records, or(ata, required uider tihe suls)sction.
The House rece(des with an aenilmedint providing that, if the con-

tractor's or subcontractor's fiscal year has close(l on tihe (late of the
enactellent, of thle lill, the statemnont shall be filed onl or before the
first(day of the fourthl month following thlemouth ofenactment; with
an amendment- rtricting the, data to be set forth in the financial
statement to sucah information as the I3oard may by regulations pre-
scribe as necessary to carry out the Renegotiation Act; an(l with an
anmendnen tt likewise li initinig tima in formation, records, or data to be
furnished thle Boar(l to such as is determined by thle Board to be
necessary to carry out thle act.

Amendmenit No. 269: This amen(Iment plrovidles that the War
Contracts P'rice A(djustmnenit Board shall consist of six members;
thle louse lill l)roi(les for five mImlidbers. The l-ouse rCeC(les.

Amendmnvift No. 270: This is tl. clerical amendment. The House
rece(des.

Anutendinentt No. 271: This amiendmienit provides that one of the
members of the W'Var Contracts Price Adjustment Board shall be an
officer or employee of thne W\ar Prod(lction 1Ioard and shtll be ap-
poinite(l ly tihe (Chairmlan of the Wa~rz production Boar(d. The House
rece(l (s.

Amenidmdient! No. 272: Ini conformity with amendment No. 269, this
amtienldnct provi(les that four meml)ers of the War Contracts Price
Adjustment Board shall constitute a quorum. The House recedes.

Aitnoldmetnt No. 273: TPhe House bill permits thle delegation by the
Wair Contracts Price Adjustment Board to the Secretary of a Depart-
merit 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.

Amenwidment 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 byr any of its
officers, agencies, or divisions on its own motion, and to provide by
regulations thlat in the absence of a request for review of an order of
suclh an officer agency, or division within the time so prescribed such
all or(ler shall be (leermec the order of the Board.

rrhie amendment, authorizes the Board to review any determination
I)y ainy 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
b)y 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
IUnited States the powers and duties necessary for the purposes of
the subsection and provides for the payment of feds 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
rifles of practice and procedure as it deems necessary to the exercise
of its powers un(ler the subsection. The amen(lment 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 proceeding
its findlings of fact or opinion or memorandum opinion and requiring
such report to be in writing.
Amendment No. 283: 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.
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Amendment No. 284: Under the House bill; any contractor orsub-
con tractor (other thanrLsubcontractors (lescribe(l in subsec. (a) (5) (B))
aggrieve(d by a deterlninationl of tlhe Secrettu'y made prior to the date
of the enllac-tllment of tile )ill with resl)pet to a fiscal yeam' en(ling before
July 1, 1943, as to thle existence of excessive profits, is entitled to a
court review of such (determination, whether o, not hie has agree(1 to it.
ThetIhieminient limits tile review of such (leterninations to those

Which have nlot beetn agreedl to by the contractor or subcontractor.
Trle House ree(Iees.

Amendmentits Nos. 285 aind 286: Tlhese amendmnenits sUI)stitute the
Court of Clainis for T'le Tax Court of the United States as the forum
with wliiclt petitions for reletcrnination provided for under the
paragrm)ph may be filed;. The Senate rece(les.

Anl neiient No. 287: The House bill provides that upon the filing
of a petition as l)rovide(l ill paragraph 2 of subsection (e), thle court of
review sluil ll lV(e the sllaute jurisdiction, powers, and duties, and the
procce(litg shall 1)0 Sul)ject to the Sam11. pi'ovisions, as in tile case of a
petition filed with tOm court under(paragraph (1), except that tlie
alend'm)(n111('11ts m11adel to tle Renegotiation Act l)y thje bill (other than.
thle ainelndment inserting ipa. (2)) shall not apply. Under the
amenid(lment, tlealmlen(ldments ma(lc by the bill which are not applicable
as of April 2P, 1942, or to fiscal years (n(hilng before Jtuly 1, 1943, shall
not apl)ply iti the case of petitions filed under paragraph (2). The
House rece(Ies.

Amendidmiet No. 288: rrl1is is a technical amendment, consequent
on anen(IlneIlt No. 284. The 1-Louse rece(les.

Aniendimiet No. 289: Trhis amendment strikes oit the text of Sub-
section (f) of the Reniegotiation Act, as amended by the House bill,
relating to repricing, a(nd inserts inl lieu thCereof a cross-reference to
title V1III of tile bill, It title ad(le(ld by amini(iment No. 310, to govern
the repricinig of war contracts. Thle house recedes.
Ameimndent No. 290: Under subsection (hl) of the Renegotiation

Act., us anmelnded Iy tlhe House bill, the act (toes not apply to any
contract or subcontract made after the date proclaimed by the
President as thle (late of the termination of hostilities ill the present
war, or the date sp)ecifie(d in a concurrent resolution of the two Ilouses
of Congress as tie date of such termination, whichever is the earlier.

Thle Senate amendment, strikes out the text of the subsection alnd
inserts in lieu thereof a provision making the act apply only with
respect to profits from contracts and(l subcontracts which are attribut-
al)le to perforimatice l)rior to the termination date. Such profits are
defined, for tlec purposes of the sul)section, as those determnined by
thie Board to be equal to the saimel p)4(te1tage of the total thereof as
the percentage of comlpletionl of the contract or subcontract prior to
the term'imation date. The, termination date, for thle purposes of
thle subsectioi, is defined to imeali December 31, 1944; or, if the
President not later thanIDecember 1, 1944, finds, and by proclaniation
declares, that competitive conditions have not been restored, such
date not later thanm Jumic 30, 194.5, as may be specified in the procla-
mation; or, if the Presidlent not later than Jumie 30, 1945, finds, and
by prochlaation declares, thlat competitive conditions have been
restored as of alny date within 6 months prior to thle issuance of such
proclamation, thle (late as of which the President in such l)roclamnation
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 th 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 subsection (c) (1) rather than on
a fiscal-year basis, the portion of the profits so derived which is deter-
Milledlby the Board to be equal to thie same percentage of the total
profits so derived as the percentage of completion of the contract
prior to the termination (late; and, in all other cases, the profits so
deriveC which are reccive(l or accrued prior to the termination date.
Amendment No. 291: Tluis amendment eliminates the exemption

from the provisions of the Renegotiation Act of contracts and sub-
contralcts for canned, bottled, or packed fruits or vegetables (or
their juiices) which are custoinfwily canned, bottled, or packed in
the. season 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,
b)ottled, packed, or processed dairy products or any products of which
the prinleipal ingredient is a dairy product. The Senate recedes.
Amendmnent No. 293: This amendment specifically includes natural

resins in the temm 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 facility. The House recedes with a clerical amend-
ment relettering the subparagraph.
Amendnment 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) thereof, 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 Howlse recedes.
Amendment No. 298: This is a clerical amendment. The House

rece(les.
Amendment No. 299: This amendment extends the authority of

the War Contracts Price Adjustment Board to interpret and appI
the exemptions provided for in subparagraphs (A), (B), (C), and (E)
of subsection (i) (1) to the exenuptions 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 suib-ontractors pro(ducing miinerals, oil or gas, or timber, and who
process, finee, or treat such products to or beyond the first form or
state suitable for industrial use, the House bill required the Board
to pres-i-l)e such regulations as may be necessary to give the con-
tractors or subcontractors a cost allowance substantially equivalent
to the amount which woUl(l have been realized by him if he had sold
such products in their first form or state. Thet Senate amendment
substitutes the word "and" for the word "or" in the House bill phrase
"to or beyond."' Tho Senate rece(ies, in view of the action taken
by the House onl amen(lment No. 301.

Amiendmient No. 301: Suibsection (i) (1) (.1) exeimpts firom renego-
tiation any contract or subcontract for the l)pi-luct of a mine, oil or
gas well, or other mineral or natural deposit, or timber which has notbteenl})processed, refined, or treate(l bleyon(l the first form or state
suitable for in(lustrial use. This provision is identical with subsection
(i) (1) (ii) of the existing law.
Subsection (i) (1) (C) of the bill grants a similar exemption to any

contract or sul)contract for an agricultural commodity ill its raw or
natural state, or, if-it is not customarily sold or does not have an
established market in such state, ill tithe first form or state in which it
is custoniarily sold or ill which it has an established market.

In or(ler to place an integrated p)ro(lucer who acquires raw materials
below this-, exen ption line, o1)I'o(luces thletm initially, and processes
thleni Up to (la )beyondl Suich line, oIn a parity with the l)roducer who
sells at the exeml)ted form or state, tflhe administrative agencies, by
interpretation, have followed the practice of allowing such integrated
pro(lu(,rs a fair amount of cost for their raw materials tit this exemp-
tioli line(.

Suibsection (i) (8) incorporntcs this administrative interpretation
into the b)ill; thus, approVing an(l continuing the rutile established by
a(diministrative practice. Forclatrity, this provision is ma(le retroactive
as if it had been a 1)ait of section 403 of the Sixth Supplemental
National D)efense Appropriation Act, 1942, oIn the date of its enactment
(April 28, 1942).

TIl(e House rece(les with al anen(ldment relating to long inventories
which is declaratory of existing law. Tito 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 (i) (1) (C), in the form or state in which contracts therefor are
exemptedl under such subsections, to the extent that such profits are
applicable to contracts with the departments or subcontracts, shall
be excluded from consi(leration in determi-ning excessive profits. The
test as to whether or not any contractor or subcontractor has anl excess
inventory of such materials turns upon whether or not the contractor
or suib ontractor has in inventory quantities of such materials in
excess of the amount reasonably necessary to fulfill existing contracts
or orders. Thea method of deterinining the portion of the profits
applicable to contracts with the departments or subcontracts realized
by reason of the increment in value of ail 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 194:3, files claim therefor with
the secretary concerned.
The following example will show how the amendment operates.

A has, through the purchase of long cotton, 600,000 pounds of cotton
oil 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
inlvenitory 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.
Ile 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 Housb 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 exempt under the
subparagraph to'those not otherwise exempt. The House recedes.
Amendment No. 304: This amendment strikes subsection (j) from) -

the Renegotiation Act as amended by the House bill. The Senate
recedes.
Amendments Nos. 305 and 306: These are clerical amendments

relettering 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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ifl(inivluals for taxable years affected by the provisions of the Current
Tax Payment Act of 1943 cainceling the income-tax liability of
ind(lii(lIinds fOr oneO toxabl)C year. The, IHouse rece(les.
Amend meant No. 308: 'Ph is is a clerical aniendinent re-numbering

the parligraphl, pursuant, to arnendmient, No. 307. The, House recedes.
A endm(Inient No. :309: This alnendIlo(nt relates to tile effective

dates of Variolus provisions. 'Thelous'e recedes withI almendmllents.
Aniondmeiit No. 310: 'T'le existing lawxv elpowelrs thle Depart-

inients to reiLegotiate contract, awll subcontract prices to eliniinate ex-
C(.SsiVC )rofits likelly to be realized wi(d to re(liuce such prices under
tile sat.u te. 'The I louse bill confers similar atithority on the, Depart-
Ylnents. Under it, the( Secretary is auti10orized. to retix Prices by
agreenienit or order subject to appeal to the courts.

In the interest of clarity, youir commnlitftee Proposcs that thle repric-
ing authority be separated entirely fromt tle renegotiation provisions.
lun(ler thle Senate aniendmn(lent, thel3 Secretary of it Department is

given fuill power to nldjtist prices for articles and services su1)plied by
coni tract ors withll his D)epartinent or subcon tractors thereunder. - If
this clt'uilot b)e (10loe by agreement the Secretary may dto so I)y order.
'I'le contractor is l)rotect(ed, however, by an express right to sue the
Unitled Stetes to olbtaiim fair aind just compensation for the articles or
services supplied. 'T'le Departmient will pay to the contractor the
full amo111tint of the pice fixed by anu or(ler and, if the contractor thinks
the p),rice' tullis fid 1111fair, hle may bring su1it against the Government
to recover the (liflierence in the himount pai(1 and the amount which he
believes should have been poid. Any new pricC fixed, under this
section l)p)lics only to deliveriess after the date of the order. Thus,
these price a(ljustmnents are prospective only and do not involve re-
capture. Conseqtuently thlis authority will not overlap the over-all
rcnegotiation for the purpose of recapture of past profits. The pro-
visions ais to repricing become. effective as to deliveries made after the
date of (enactment of this bil, and terminates with the termination
of hostilities.
The House recedes with the following amendments:
(1) Tlle provision giving the President authority to seize the con-

tractor's or subcontractor's plant for refusal to furnish the articles at
the price fixed by the Secretar-y 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 (late of thle enactment of the act is to be deemed to contain a
provision lnfder which the person furnishing the articles or services in
question agrees that notwithstanding other provisions of the purchase
ordler, agreement, or contract, he will be entitled to receive only fair
and just compensation. This provision recognizes thbo principle,
applied in many cases by the, Supreme (Court, that the laws in force
at thle time amid place, of making a contract, and which affect its
validity, performance, anld eTnforcement, center into and forlh a part of
it as if they were expressly referred to and incorporated in its terms
(Von~Jioffinan v. Q'uincy, 4 Wall. 535, 550; Walker v. Whitehead,
16 Wall. 314, 317; E/±dwards v. JKearzey,, 96 U. S. 595, 601; Northern
Pacific Ry. (Jo. 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.

Section 901 ostpones the increase in the rates of the taxes imposed
by the FederalInsurance Contributions Act- by providing that in the
case of each such tax the 1-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 II of the Social Security
Act, as amended. The existing section 201 (a) creates the Federal
Old-Age snd 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 finance the
benefits and payments provided under title II of the Social Secunity
Act, as amended.
The House recedes with clerical amendments.

R. L. DOUGHTON,
THos. H. CULLEN,
JERE COOPER,
WESLEY E. DISNEY,
HAROLD KNUTSON,
DANIEL A. REED,
RoY 0. WOODRUFF,

Managers on the part of the House.
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A P P E N D I X

TABtLE I .--A'stirnated ta(x liabilit? under the rcimcnue bill of 1948 (I1. It. 36f87) as
agreed to int cokiferetico, as comn pared with the, tax liability under the present law, for
a full year of operation I

(In millions of (dollars]

generall 11n(d spu'elcil aceountIs and(1 net ImSt al revetnuo

1. Internal rev'lclle:
(1) Iinlolme micd ex(ess-profts taxes:

('orjpl'oltoII:
I o leI
E.Xc('4'5 tS )I Otalx..........
I wet larud1 ildie excess-liroffs taxc---

'1'ot iii (orporat lon (gross)...
Less post-war credit----.......-------

Yield of
pre'senlt
law

4,73-1.6
1n";S. .s

105.6

15, 729.
1, Os.89

'Total corporation(l.1 .1. - -- _ _
tncllvliltial:~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~___
11id1vtdlilal:

Net Incometax.

\Vitory tax (n1et) .----------------.

'l'otal jIl(ldiv+Idl.al........ ....

'lotal itncomile a(nd excess-p)rofis taxes-
(2) M Ws-ellaneou s lilt ernail revenue:

Cap'Itala stock, ('stot ', andI )Ift tIaxes:
IICuit it stock tax ....-.-..

Estate tax -- ----------- I------------

'Total capital stock, ('state, and gIft taxes .

'ITnxf- oil 1)llllod(1lllIs and serve lces:
IAiquor taxs:

1)1tiItled spirits (donmestie andImported) (excIse
ltaIx ) I

1I nillunte d a1[li t liq r------Sa--
'ct(itilc.t t(o itax 2 ..- .

N'till's (utomiistiitc and impormt ed) (excIse t(fi) 2 -

SpIeX'cial Utl.\s i, (n('tolonection IMill lIctplor occula-
I til()IIs

I to
I i s..I'olitl Slci lstaiuieS. - -

Itir-stocks t r..s..

'l tt c ifilZIIImit es....... ..

ITolbacco taxes:
(A'tearett(s (5111(al1) 2

-.....

'T'olbac('co (chew inhg an1(d Sl okilcg) 2
(Iigars largeg) ----.-----.

( ' aleetti Ialplhrs midWi eil es .
A 11 olher 2

'I'otal tobacco tllXO-S.

Vkc footnotes at enfl of table.
D0

'Yieldi of
I. It.
3687

4, 6r. 6
11,62S1.8

l .

16, 21. 4
1, 152. 2

16, 112. 2 602. 1

1- , 105. 5 14. 8:30. 4

:1.91.8 3,431. 8

17,697.3 18, 262. 2

32, 23,7. 4 404.4

365.0 365. 0
522. ! 622. 4
10. 2 40. 2

9)27.O 92 7. (I

735. 2

W01.0
11,5
36. t

11.0

9.4

(.
1.6O

1, 309. 9

==."
`

892.8;v
15,. 0)

31. 7
7.0
1.3
. I

1, 101.2
57-4. 0
11.5
61.t6

11.0
4

.6
1.6

1, 763. 9

892. 8

415. (;
31. 7
7.0
1.3
. I

977. 9 977.9

brieriase (+)
or (deerease

(-) (Jf
11. t. 3687
yiel(d over
Yildl( of
present
law

-67.0
(M. 0
-.a

'545. 4
63. 3

724.9

-(60. 0

1, 167.0

=- ---_----

366.0
70.0

18.0

4610

-- -- - - --

9.869604064

Table: Table 1.--Estimated tax liability under the revenue bill of 1943 (H. R. 3687) as agreed to in conference, as compared with the tax liability under the present law, for a full year of operation
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REVENUE ACT OF 1948 91
TABLE 1.-Estimated tax liability under the revenue bill of 1943 (H1. R. 3687) ae

agreed to in conference, as compared with the tax liability under the present law, for
a fuU y..ar of operation-Continued

fIn millions of dollars]

Irase(+)
or dee-rease

Yield of Yield of (-) of
General and special accounts and net postal revenue present H. R H. R. 36

law 3%)7' yield over
yield of
present
law

1. Internal Revenue-Continued.
(2) Miscellaneous Internal revenue-Continued.

Stamp taxes:
Issues of securities, bond transfers, and'deeds of
conVoyan11-e-.

Stock transfers.--.---
Playing cards 2 . -.-----------
Silver bullion sales or transfers.-- -- --

Total stamptaxes.

3Manufacturers' excise taxes:
gasoline.
Lubricating oils.---
Passeiger automobiles and motorcycles
Automobile trucks, busses, and trailers .
Parts an(l accessories for automobiles .
Tires and innertubes.
EIlectricalenergy..
Electric, gas, and oil appliances .
Electric lighi bulbs and tubes.
R{adlo receiving sets, I)honoogra)h records, and(
musical Instruments..

Refrigerators, refrigerating apparatus, and air-
con itloner-.

Ilusiness and store machines .-.
Photoeraphlle ap)paratus-M\latches.--
Luggage I _-_-._____------------------------------
Sportinggoods.
Firearms, shells, pistols, and revolvers .

'Iotal manufacturers' excise taxe-s.

Retailers' exelie taxes:
Jewelry,etc.-- .---.--------------------------
Furs-..- . ..
'iTollet preparations -.-- -- -

LuggageO handbags, wnllets,etc.. ...

25.0
19.0
7.5

(0)
61.6

251.1

.9'
3. 6

25. 0
40.0
48.5
3. 6
5.0

3.5

1. 1
2.8
11.9
10.5
5.0
2.0
.8

469,5

89. 2
. 38. 2
.36.0

'otal retailers' excise taxes.-----------.-.-- 1032.4

lMiscellaneous taxes:
'I'leephlorne, telegraph, radio, and cable facilIties, leased
wires,etc.-.-------------------------------

Telelpllone bill, local service..:-.-.---
'I'rans)ortaLtion of oil by pipe line.-.
'T'ransp)ortatlon of persons..
Transportation of pirol)erty .--
Gencral adnlistsons,etc.
Cabarets, etc -.-.--------------------------
Club dues and Initiation fees ...
Leases of safe-deposit,boxes...
Uso of motor volitcles and boats.
Coconut nn(l other vegetable oils processed 3
Oleomargarine, etc., Including spweclal taxes and adul-
torated butter.----------------

Si] gar tax..-..Coln-ol)erated amusement and gaining devices.
Bowling alloys and billiard and pool tables ..
All other, including repealed taxes ' ...-..
Total miscellaneous taxos.--------------------------
Total taxes on commof1itles and service.......
Total miscellaneous Internal revenue .-.---.-.-.

121.2
97.8
14.6

1-11.8
170.3
163. 5
19..4
0.2
6.6

115.5
2.0

25.0
19.0
7. 5

51.6

251.1
51.3

.9
3.5
26.0
40.0
48.6
3.6

20.0

3.5

1.1
2.8
11.9
10. 6

2.0
.8

479.5

161. 3
74.7
69.3
46.7

352.0

171. 1
140.7
14.6

216.8
170.3
2M9.0
110.7
11.3
6. 5

115.5
2.0

... ... ..
. ...----

..--- --

..--- --

16.0----

...........

...... ..........

-5.0

10.0

72.1
36.6
34.3
46.T

189.6

49.9
48.9

75.0

i1.3
6.1

.......---
. .-

3.1 3.1 .
61.0 61.0 .
12. 2 12.2.
1.8 3.8 2.0
1.2 1.2 .

938.0 1, 335.7 397.?

3,9a9.3 4,050. 61 1,051.3

4,83 .V9 6888.92 1,01.3

8Se footnotes at end of table.
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TABLEI L.-!gstimnte'd tax liability under the revenue bill of 1943 (H1. R. 3687) as
agreed to in conference, as compared with the tax liability under the present law, for
full ycar of operalion-Continucd

(In millions of dollars]

Increase (+)
or decrease

Yieldl of Yield of o

general an(1 special accounts and net postal revenue present I R.i . It. 3687
law 3687' yield overlaw 3687 ~yield of

present
law

1. Internal revenue-Contlnued.
(3) Employment taxes:

Employment by other than carriers:
federal Insurance Contributions Act ................. 26299.0 1, 399.0 -1,200. 0
Federal Unemployment Tlux Act- 207. 0 207.0 ..
Total---------------- - --------------------- ,806. 0 1,006.0 -1,200.0

Taxes on carriers and their employees (chap. 9, sub-
chap. 13 of the Internal Revenue Code) - 262.7 262.7 _-...--.-.
Total employment taxes------------------------ 3, M8. 7 1,88. 7 -1,200. 0

Total Internal revenue---------------- 40, 143. 0 41, 161.3 1,018.3

2. Ilallroad unemployment insurance contributions-....-...-. 12. 1 12. 1 ..........
3. (Customs-.--------------------------------------- 400. 0 400.0 -. .
4. Miscellaneous receipts A ----------------..-...-.--------..-.----------- 677. 5 677. 5.-..-...

Total yield, general and special acoouIt9sI-.- 41, 1312. 6 42, 1W. 9 1,018.3

5. Net postal revonuo: 0
First class:

Local delivery letters-------------------------------------------- 25.9 69. 0 44.0
Other than local deliveryy letters-....---....----. 140. 2 140.2.-..
Air mail,(lomestle--.--_----------------- -3.1 7.9 11.0

SEcond class-------86.0 -86.0 .-.-.-.-.-.
T1'hIrd class--------------------------- ---------------- -24.0 -24.0...
14ourtil cltass-......................-...... -17.9 -13.4 4.6
Special services:
R{egistry-8.---------------------- ---------------- -X. 3 -3.8 4. 5
Insurancm.---------- -1. 5 5.0 6. 6
Collect on(lelivery- .. . -4. 6 0.9 5. 4
91peial delivery-0.-------------------- -O.6 -0.6 ........
Mouey order-.-- - - -6.7 14.:3 21.0

Other .. -22.1 -22., 1 .....

Total net postal revenue.----.....-------.-.-*-8.6 88.3 96.9

Total yield, general anli special accounts, and not postal revenue. 41, 124.0 42, 239. 2 1,115. 2
Net appropriation to Federal old-age and survivors insur-
anec trustfiond---2, 69.0 -1, 399.0 1,200.0

Net yield, geueral and special accounts, and net postal
revenue-3-- - -8-,-----------------------------------3S 625.0 40,840. 2 2,315. 2

I EstinuatMes o6Tthe yield of 11. It. 367 andi of l)resent law ore at levels of income and business activity
estimated for t lie calendar year 1944, wld do not take Into consideratIon nonrecurring changes in revenue,
or those caused by the termination of governmental excise tax exemptions which are completely offset by
changes iii exp)endituro.

I Collections for credit to trust funds are not Included.
IUxcI(l-es a nonrecurring loss of $195 millions over calendar years 1943-48 owing to the repeal of certain

provisions of the "larrent 'I'nx P'ayment Act of 1943 (so-called second windfall tax).
4 These estimates are alter allowances for draw-backs of $2.7 millions under U. R. 3087, and $14.8 millions

under present law.
IIess thian V,0,CD.
'I'lhe tax on Iuygage has been changed from a manufacturers' excise to a retailers' excise tax.
Incluides collections from taxes on narcotics, taxes un(ler the National Firearms Act and the tax on

hydlrau~lic Iimuiig, all o which tlO effective crrently. 1n nd(lition, inelules collections frou repealed taxes
not reinstaied 1)by the Itevento Act of 111; alnd collections from the following excise tacs repealed by the
Revenue Act of 112: rubber arlieles, eleAtric signs, optical equipment, and washing m.machines.

I Excludes postal surplus, If any, shown separately below.
* Excessof reeriiueeoverexp)eni(littire; based 11)0o1 tihe Cost Aseertainment Report for the Fiscal Year 1942,

of the Post Ollce Department; nonpostal services excluded.
NoTrz.-lFigures are rounded annd will not necessarily add to totals.
Stall of Joint (ommittee on Internal Revenue Taxation, February 4, 1044.
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TABLE 2.-Comparison of excise taxes and postal rates under present law, and under

the revenue bill of 1943 (H. R. 3687) as agreed to in conference

Estimated
Article or service Present law ILH. 3687 - additional

revenue I

1. Di'stilled spirits.-
(l)raw-hack on1 notioverage

alcohol.)
2. Beer----
3. Wille:

(a) Still:
Under 14 percent
alcohol.

11 to 21 percent
alcohol

Over 2t percent
alcohol.

Ih Nnki
(c) Other .---.

4. General admissions, lease of
boxes or seats, etc.

6. Cabarets.
6. Club(dues and initiation fees....
7. Bowling alleys, billiard parlors.-
. Transportation of persons..- .
9. Co1t1mmunien lolls:

(a) Toll service.
(b) Telegraph, etc.: Domes-

tio.
(c) Leasedl wires, etc
(d) Wire and equipment

services.
10 JLocal telephone service.
11. Jewelry --- .------------------

12. Furs and fur-trimmed articles
13. Luggage, handbags, wallets, etc.

14. Toilet preparntlons
15. Electric-light bulbs and tubes..

Additional revenue from
excises.

$6 Per gallon--- 9 per gallon.-.
$3.75 Per gallon--$- , per gallon

$7 er barrel.

10 cents per gallon.- .

40 cents per gallon

$8 per barrel.

15 cents per gallon....

60 cents per gallon-

$1 her gallon .$ 2 per gallon

10 cents per half pint.
fi cents per half pint
I cent, per 10 cents or frac-
tion thereof.

Il percent of charge ..
f percent of charge..
11 pereent of charge.

($1 per alley..
$10 per table.
10 percent of charge

20 percent of charge
15 percent of charge-

--do..- -

5 percent of charge

10 percent of charge-
10 percent of retail price...

-do -
10 percent of manufactiur-
ers' sales lprice on lug-
gage only.

10 percent of retail priee...
6 percent of inanufactur.

ers' sales price.

15 cents per half pint.
10 cents per half pint..-.
I cent )pr cents or major

fraction thereof.
20 percent of charge. ..
30 percent of charge--.-.-
20 percent of charge ..

$20 per alley.. . ..
$20 per table.-------.-...

15 percent of charge ....

25 percent of charge.

--do .----------- -- -_ _-

8 percent of charge-

16 percent of charge
20 percent of retail Price;
oxcept watches retailing
for not more than $65
an(d alarm clocks retail-
ing for not more than
10 percent; sllvert)lated
flatware exeiipted.

20 percent of retail plIce
-do.

20 percent of manufactur-
ors' sales price.

13r.0
70.0

1&0

125.6

01.3
6.1
2,0

76.0
I

49.9

48.9
72.1

41.7

34.3
16.0

1,051.3

POSTAL RATES

a) First class, local- 2 cents per ounce ---------- 3 cents per ounce -$44.0
(6) Air nmil- 0 cents per ounce, . 8 cents per ounce -___ __-. 11.0
(c) Fourth class- Various -Present law rate Increased 4.5

by 3 percent, or I cent,
whichever is greater.

(d) flerlstered mall- 1.5 cents to $1 per article. .. 20 cents to $1.35 per article. 4.5
(e) Insured mall.---- 6 to 35 cents per article._ 10 to 70 cents per article_ 6. 5
(J) C. 0. 1). inail- 12 to 45 cents per article... 24 to 90 cents p)er article... 6.4
(9) Money orders- 6 to 22 cents per article. . 10 to 37 cents per article --- 21.0

Additional revenue from...-90....... . . . 9B.9
postal rates,

Additional revenue from.-........ . . . 1,148.2
excise taxes and postal
rates.

I Estimated change In budget position of the United States for a full year of operation at levels of business
for the calendar year 1944. In millions of dollars.

2 Estimated additional net revenue yield after allowance for Increased draw-back on nonbeverage alcohol
of $8,900,000.

' Revenue effect Included Immediately above.
Stat! of Joint Committee on Internal Revenue Taxation, February 4, 194L

0

9.869604064

Table: Table 2.--Comparison of excise taxes and postal rates under present law, and under the revenue bill of 1943 (H. R. 3687) as agreed to in conference
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