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AMENDMENTS TO INTERNAL REVENUE CODES OF 1939
AND 19,54

JuNz 1, 19566.-Ordered to be printed

Mr. CooPER, from the committee of conference, submitted the
following

CONFERENCE REPORT
[To aooompany H. R. 6143]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill' (H. R. 6143) to
amend-the Internal Revenue Code of.i939 to provide that for taxable
years beginning after May 31, 1,950, certain amounts received in
considemiion of the tirafer of patent' rights shall be considered
capital gain regardless of the basis upon which such amounts are paid
having met after full and free conference, have agreed to recommend
and do recommend to their respective Houses as follows:
That the Senate recede from its amendment numbered 3.
Amendment numbered 1:
That the House recede from its disagreement to the amendment of

the Senate numbered 1, and agree to the same with an amendment. as
follows:
On page 2 of:the Senate engrossed amendments, beginning with

"For" in line 5, strike out all through line 12, and in lieu thereof
insert the following: Insapplying section 291 (a) (relating to additions
to the tax for failure to file a return) in any case to which paragraph (b)
of this section applies,' the term 'reasonable cause', shall include the filing
of a timely incomplete return under circumstances which led the taxpayer
to believe that no tax was 'due on amounts received under a settlement with
the United States."

(b) The amendment made by this section shallapplyuwith respect to
taxable years ending after December 31, 1948, notwithstanding the opera-
tion of any/law or rule of lapw (other than section 3760 of the Intenal
Revenue Code of 1939 or section 7121 ,of, th Internal Revenue Code of
1964, relating to closing agreements, and other than section 8761 of the
Internal Revenue Code of 1939 or section 7122 of the Internal Revenue
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2 AMENDMENTS TO INTERNAL REVENUE CODES OF 1939-1954

Code o0 1954, rdetin, t;comprM s)i ). N,~withta nin't:peedgii'sentence, no ctaii fdor credit or refund of any overpayment, ir'eting
:ifr'om'm'vie amendment made.by .this section shall be allowed or made dfter
:the period of limitation applicable to such overpayment, except that such
period shall not epire' before the expiration of one year after the date of
the enactment of this Act.
And the Senate agree to the same.
Am ndmentnumerd 2:, I,- · ·*:/ t £r* I)' !^
That the iHouse recede fromit's,disagreement to the amendment of

the Senate numbered 2, and'agree'to he same with amendments as
follows:
On page 3 of the Senate engrossed amendments, beginning with

line 12, strike out all. through ,ine,24 .l4 in lj thereof insert the
following:

"(2) If any portion of -'distribiuion'of property by a corporation
to its shareholders, with respect to its stock, is a dividend solely by
reason of the lastsentence of qsuteftion, ( ithe-, .: ' .'i
'1 (A) 'aarfaph (1) jsha.finot apply to such distribution,

but
"(B) such distribution shall be considered to be a distribu-

tion which fi~. .ngt del''(6tt4'drbot 'otherwise a dividend)
to the extent that'the fair market value of such property exceeds
the Subchapter;.4.jf',ic.me.; fenrxed'to in the last sentence of
subsection (a), adta:usted as povdin such sentence.

In applying this ,paa::iJrapt,i# lkdb,.bbra-
.< av(c;',, ab'', ~'6n-,'J,ar.'fi;4j,, le ta!e.6Jo
':On¢page '4 of tne S^iosheanmppimn,r iinxrpel.12, strike

ou I"1939:" 'di lie!ihefrt, rt' :g:93, e4ptthat
it' shall'n'ot dpplytto:ij taxa'b'iiear"of i ese wtd,.whih,s:a;cor.
portion ad, ihich filedd setirni cw '.i n hn
a4cordance 'with'&blicy 'annoined'tyigatip police of,, the , secretary
or his delegate wihith hadl 'not bee'Al rev ked,a t'hetne suhreua1sas
filed. ..'' '

And the Senate agree to the same. i ' 1 !,:', '"..'
Amendment numbered4: , ;.".... i.

*:That the Hbuti*erec'de'"fbm it disagreement to the amendment!of
the Senate nunpbered 4, and agree to the same wib ap ameodmeptie as
fol^,.ws.'.'',i'' ''.nd ..gr..eei' .amo met'as
:InlieUt! the 'l,matterrproposed iie. iseredlby, ti~ aateamends

ment msert the fbll6wihg:' .

SC,;'.:,kAD.EA1 AND, R4De.lN4MErizr.u.". ".',X"NDIRE9.
(a4) 'V b terBPaoffubchapter Bo er 1 of, the Internal Reveinue Cde

of lB54 s hiereb amended by inserting after, section' 176'thereofthe follCtji'g new section:s'cr..\'

"SEC, 177. ,'TRAPEMARI,AND TRAD 'NAl rX'EAPEbrtRE.. ',
".;;(a)ELC<IoNTo.AMsoRiz.2-Aly'^tadrtk a^r^'tirde anA eI pe'-

iture paid 6r incurred dci;g a'tOtablyea .be,Tin a'fr De 6e. Si,
19656&.;may,at;thk lect'inaof.ihe tapafert (mt'd i'n accord etwith regu-.
lations prescribd by t Secietay 'or hWis'de .gbt'rea':':df. rreaexpense' In corhputinig tatebletn oe, alexpe'idtires ' id1 or inc4urrd
during the taxable year which are so treated shall be allowed as adection
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raabtly,ov Uch - db ot es'l n 60o'i th(beWiwrich th
firstt :'moni- ' sulchtablel' yeat'r)as ?a e'selected 'by thei tpaI' er''
makfi 'tUp ch' deleatioi .1Te'.eeip' iturei s'O8 tredted'e eexpu4ihi'se`
properly'lyc)raob,to'cait a:coun or,frposesbf sectwn 101l'6 () (i)
(relattn to' djiitet 'to b's o p er)·"(b)'"T.iAi4MAAkk AND TRzADE'NAME 'EXPEvNDITURS DEFINED.-
For purposes of subsection (a), the term 'trademark or trade name ex-
pendit4re,theans'any expenditure ich- ,tb,.h..h

'"(1) 'is direct'connected with the acju isition, protection, ex-
pansion, rejitatiot '(F&edIrl, State,' or foreign), o' defense of a
trademark or trade name; ;, . .:

"(,).s, chargeable to, qapitfa l accent; and4. ':,,(3s(),slvno. tpcr of te ,cosidratVion paid for a trademark, trade
name, or business..
(c) TIMEP'6 Ai'D,SOPE OF ELEcTrIN.-The election provided by

subsection (a),t) i "^benmie 'within the time prescribed by law (including
extensions thereof) fo'r.filinpthe return for the taxable year during which
the exp7endit.,zs:taido r ztncurred. The period selected by the taxpayer
under, subseti'n '(a)W.tt'"espect to, the expenditures paid or incurred
during th'e'dxbtl year wAtch.are treated as deferred expenses shall be ad-
hered to in ojftin. hzs 'taxdble income for the taxable year for which the
election is made' n all'.eubseouent years.

"(d) CRo.kR"VL'?PEFl- E.NO

"Fforja.4justmentsto basis of property for amounts allowed as
deductionsfor expenditures treated as deferred expenses under
,his' ekdtd o,'sse tseion 1016 (a) (16)."

(b) Ae tabet of sections of part v' of subchapter B of chapter 1 of
the Internal Revenue Code of 1954 is hereby amended by inserting at'
the end thereof

"Sec. 177. Trademark and trade name expenditures."
(c) Subsection (a) of section 1016 of the Internal Revenue Code of'

1954 (relating to adjustments to basis) is hereby amended by striking
out the period at the end of paragraph (15) and inserting in lieu thereof
a semicolon, and by adding at the end of such subsection the following
new paragraph:

"(16) for amounts allowed as deductionsfor expenditures treated
as deferred expenses under section 177 (relating to trademark and
trade name expenditures) and resulting in a reduction of the tax-
payer's taxes under this subtitle, but not less than the amounts
allowable under such section for the taxable year and prior years."

And the Senate agree to the same.
Amendment numbered 5:
That the House recede from its disagreement to the amendment of

the Senate numbered 5, and agree to the same with an amendment as
follows:
In lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following:
SEC. 5. LIVESTOCK SOLD ON ACCOUNT OF DROUGHT.

(a) Section 1083 of the Internal Revenue Code of 1954 (relating to in-
voluntary conversions)'is hereby amended by redesignating subsection (f)
thereof as subsection (g) and by inserting after subsection (e) of such sec-
tion the following new subsection:
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4 AMENDMENTS TO INTERNAL REVENUE CODES OF 1939-1954

"(f) LIvEsTOCz SOLD ON ACcoUr'.T OF DROUGHT.-For purposes of
this subtitle, the sale or exchange of livestock (other than poultry) held by
a taxpayer for draft, breeding, or dairy purposes in excess of the number
the taxpayer would sell if he followed his usual busiiness practices shall be
treated as an involuntary conversion to which this section applies if such
livestock are sold or exchanged by the taxpayer solely on account of
drought."

(b) The amendment made by this section shall apply with respect to
taxable years ending afterr Deoemrer 81, 1965, &bt. only in the case of
sales and exchanges of livestock after December 31, 1956.
And the Senate agree to the same.
That the House recede from its disagreement to the amendment

of the Senate to the title of the bill, and agree to the same.
JERE COOPER,
W. D. MILLS,
NOBLE J. GREGORY,
DANIEL A. REED,
THOMAS JENKINS,

Managers on the Part of the House.
HARRY F. BYRD,

By R. S. K.,
ROBT. S. KERR,
J. ALLEN FREAR, Jr.,
E. D. MILLIKIN,
EDWARD MARTIN,

Managers on the Part of the Senare.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of th'e two Houses on the amendments of the Senate
to the bill (H. R. 6143) to amend the Internal Revenue Code of 1939
to provide that for taxable years beginning after May 31, 1950, certain
amounts received in consideration of the transfer of patent rights shall
he considered capital gain regardles 'of the basis upon which such
amounts are paid, submit the following statement in explanation'of
the effect of the action agreed upon by the conferees and recommended
in the accompanying conference report:
Amendment No.. 1: This amendment adds a new section to the

House bill which amends section 106 of th'eInternal Revenue Code of
1939 (relating to'claims against the United States involving acquisition
of property). Section 106 of the 1939 Code limits the surtax appli-
cable to individuals to 30 percent in the case of amounts received from
the United States on claims involving acquisition 'of property. The
Senate amendment would extend the application of this section to
payments received from the United States arising under' a'contract
for the' constrtic6on of iiBtllatins' or facilities 'fr any brii.'of the
armed services of the Uiited States and remaining'unpaid for more
than 5 years 'from the date such claim first accrued and paid prior to
January 1950. The amendment also provides that'for purposes of
section 291 (a), relating to additions to the tax for'failure to file a
return, the term "reasonable cause" shall include the filing of a timely
incomplete return under circumstances which led the taxpayer to
believe that no tax was due on amounts received under a settlement
with the United States.
The House recedes with an amendment. The amendment'makes

two changes. The first change makes it clear that the provision
relating to section 291 (a) 'applies only to a case to which the new
paragraph (b) of section 106 applies;. The second change provides
that the effective date providedin' the Senate amendment (that is
that the amendment is to apply to taxable years ending after Decem-
ber 31, 1948) is 'to apply notwithstading .the. operation of any law
or rule of law: (other than provio'ins .relating to closingtiagieen'ets
and compromises). However, no claim for credit or refund of any
overpayment resulting from the amendment is to be allowed or made
after the period of limitation applicable to the overpayment, except
that such period is not to expire before the expiration of 1 year after
the date of the enactment of the provision.

It is the understanding of all the conferees that the action taken
with respect to this amendment is not to be considered a precedent
for future legislative action.
Amendment No. 2: This amendment adds a new subsection (n)

(relating to certain distributions of property by corporations) to sec-
tion 115 of the Internal Revenue Code of 1939. The amendment
provides rules for corporate distributions' to stockholders of propertyhaving a fair market value in excess of the corporate earnings and
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6 AMENDMENTS TO INTERNAL REVENUE CODES OF 1939-1954

profits. Paragraph (1) of the new subsection (f), in general, limits
the amount of a corporate distribution of property which is taxable as
a dividend to the amount of the earnings and profits of the distributingcorporation. Paragraph (2) provides an' additional rule for distribu-
tion, of proptrty made by personal holding companies. The new
subsction (n) added by the Senate amendment is to be effective as if.it were .apart.,of section 115 of the Internal,Revenue Code of:1939
on the date of, enactment of. such code; .No interest' is to be allowed
or paid j, .respect of: anyoverpayme-tpf tax resulting from the
amendment. , . .,' he; .IJoae ;r'eevde .w;vlth amenfidmentsi., The, first js. a technical
amendept,',ine4o. .,Proit the -on tinUed application of the last
sentenceeoffecon 15, (a); of .hea,9 Qde, ihcluding,the taking intoaccount seqtions,504(c,):a.i d,506 qof/ suchQcode, in manner consistentwith the purposes of this legislat on., In 'addition,, nder the con-
feerence, agreement, it isspoyidjethat thabaamen4ient made to;the.1939 Cod isot tqi appl', pyi,axable year.,pf(,slshearholder which
was. a pco, ildfsl .Aled,a rerni.for.,pd yer ;.reportingdVi4ends co w1 publicly ia nouic4, iigatio,,po'ciesof the SIcretary,te; Ao 1.egat , (siu ,jJs phcqlie-cence of,t,e.or:iPonerof,Iite.: eclsig.ted.ca^s) 1noxm irofe:tt,h,' ,qsuhtrtc-urnhWasfiSled.Pagrap ,(3)2o:oth.e e,Qfibstio4n) 'l'qv4e. h"sutbestion,(n)doesnt!,4applyo ()oapyiditrfua!(^^ry a6t tis,det.ne.;. ,seetiq3:!2,, )(),'(2)' oAl~}e t:nternaj geveflu ,Code ofY4'1,4Iir 1 ,dfSt1? tl d9c.bd N ion 31 (j):of.the JnternalYeyeeqo, 0 954.I tj,: iintei ,tie4the'Iconferees both ho
dr4pya ift - 9..i0 . fpthat0 ,Pli,tti,0 i, to be.draL4;fpnrt^tsrE,-yioaTloUpl!rsfac a:*fttaxpayerunqder.xing, Iaw,,wh respep , to ,apy. itjgatJqpR pp.ndng or, decisionidetiibut.i, ,whhjeia,,y:t:hi,) ep tp .psuuc, typed: of
distributions.-- JI- ',..aF~lfe~F~,n,.;.ha~:o,.~hbe: taX;'on4!meffhnftN:.,:, This amf4efi4plgoyid^lthatthe: t.x.on,transpporta@ionoiqroperty z,pofbbyi. qtal tR-evenuel Qodes of
,9pa0 .a td,?4sa "not,apply, ;i.amot'spais 'for the.tran'sportationofi Po.W.ry.imcn..uo.,mqvmet,fomwttf;rm. sbhere th .poultrywas,:r!ase^ ,;fr,'e.ss.lplantnl oLwitin t.il,1,aal. area of suchf..,,9r,r-e$enate6r :..;4, ..,,,d,,- '..A^i-;e (ff:WSeW 0 e.mi',S;:'eiae4 idd$ aew, section 177 to them'PnWer',fi:P:L[ez(e(,,ot~,',fii,0l'n4;','lgto ,tra'iemark'and trade nameexeni;ur.nder.,hl :let,,',ae,,td'mark;r.trade.namexJP;,e,n"eit~ q~ m;. ilei'amendmentc), pid o,;inpcrred during, ataleye gWiMpgA ftr ,cember:la,,1 95,mya t o ,electionof the tt.xptyr [made.uipccrordai.cewiwth:aegujd atn6 prescribed by theSecretary orhis delegatee) be treated- sadtfe:'depense. ' ,

T;,H.'J,'oue r,cetes:with,a' amendment whi¢h makes technical andcil/fy~lngChn . A.,i'i :gpeed !ojin.l!cnfeae"ee,.,' tra der-mark orra'de niae expenditure paid or incurred. dUriri-!'a taxable year.giigilngtf-,ferrDecniil4cr i3ii955,,9ay'[.t'th.election of the tax-adyer (inmle^ ,accordilnce'w.ith regulation,,pr$cribed by 4he,Sedreeary, or.; hi jtegate) lbe tteate4.. a deferrdrexpense..i fn' computingaXibitfl: ,rw Îa"ex'n dituie :paid or din ngdthe. taxablerear which'are . rer ted ar :to. be jalopwed as a deduction; ratahlyver such period of hot less than 60 months (beginning with the first
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month in such taxable year) as may be selected by the taxpayer in
making such election. Under the conference agreement the election
with respect to any taxable year is to be made within the time pre-
scribed by law (including extensions thereof) for filing the return for
the taxable year during which the expenditure is paid or incurred.
The period selected by the taxpayer for any taxable year is required to
be adhered to (with respect to all expenditures to which the election
for such year applies) m computing the taxable income of the tax-
payer for the taxable year for which the election is made and all
subsequent years. Under the conference agreement it is made clear
that the expenditures covered by the bill are expenditures properly
chargeable to capital account for purposes of section 1016 (a) (1)
of the 1954 Code (relating to adjustments to basis of property) and
that proper adjustment to basis is to be made for the amounts allowed
as deductions as deferred expenses under the new section.
Amendment No. 5: This amendment adds a new subsection (f)

to section 1033 of the Internal Revenue Code of 1954 (relating to
involuntary conversions). The Senate amendment provided that the
sale of livestock (other than poultry) held by taxpayer for draft,
breeding, or dairy purposes in excess of the number the taxpayer would
sell if he followed his usual business practices shall be treated as an
involuntary conversion to which section 1033 applies if such live-
stock-

(1) Are held in an area (A) in respect to which the President
determines under the act of September 30, 1950, that a major
disaster exists because of drought and (B) which is found eligible
by the Secretary of Agriculture for certain assistance or relief
under provisions administered by the Department of Agriculture;
and

(2) Are sold (whether before or after such determination) by
such taxpayer solely on account of such drought.

The Senate amendment applied only with respect to taxable years
beginning after December 31, 1955.
The House recedes with an amendment. Under the conference

agreement the section applies if the livestock are sold or exchanged
because -of drought. The requirements contained in the Senate
amendment with respect to the existence of a major disaster pro-
claimed by the President and a finding of eligibility by the Secretary
of Agriculture for assistance or relief are eliminated. Under the
amendment a drought is a condition which exists in an area by reason
of precipitation conditions which are abnormally low for such area.
Under the conference agreement the amendment applies with respect
to taxable years ending after December 31, 1955, but only in the case
of sales and exchanges of livestock after December 31, 1955.

JERE COOPER,
W. D. MILLS,
NOBLE J. GREGORY,
DANIEL A. REED,
THOMAS JENKINS,

Managers on the Part of the House.
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