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AN ACT

To provide revenue, equalize taxation, and for other purposes.
t Be it enacled by the Senate and House of Representa-
2 tives of the United Stales of America in Congress assembled,
3 That this Act, divided into titles and sections acoording to
4 the following Table of Contents, may be cited as the * Reve-
5 nue Act of 4033 1934 ":
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TITLE I-INCOME TAX
SUBTITLE A-—-INTRODUCTORY PROVISIONS
SEC. 1. APPLICATION OF TITLR.

The provisions of this title shall apply only to the
taxable year 1088 and succceding tanable vears beginning
after December 31, 1933, Inocome, war-profits, and excess-
profits taxes for taxable years preeceding tho taxabloe year
1083 beginning prior to January 1, 1934, shall not be
affected by the provisions of this title, but shall remain subject
to the applicable provisions of prior revenue Acts, exocept as
such provisions are modified by Title X 111 of this Act or
by legislation enacted subsequent to this Act,

SEC. 2 CROSS REFERENCES.

The cross references in this title to other portions of
the title, where the word “ see " is used, are made only for
convenienoe, and shall be given no legal effect.

"BEC. & CLASSIFICATION OF PROVISIONS.
The provisions of this title are herein classified and
designated as—
Bubtitle A—Introductory provisions,
Subtitle B—Qeneral provisions, divided into Parts
and sections, |
Subtitle C—Bupplemental provisions, divided into

Supplements and sections,
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8EC. 4 BPECIAL CLASSES OF TAXPAYERS.

The applioation of the General Provisions and of SBupple-
ments A to D, inolusive, to each of the following special
olasses of taxpayers, shall be subject to the exoeptions and
additional provisions found in the Supplement applicable to
such oclass, as follows:

(a) Estates and trusts and the haneficiaries thereof,~—
Supplement E.

(b) Members of partnerships,—Bupplement F.

(o) Insurance companies,—Supplement @.

(d) Nonresident alien individuals,—Supplement H.

(¢) Foreign corporations,—Supplement I.

(f) Individual citizens of any possession of the United
Btates who are not otherwise citizens of the United States and
Who are not residents of the United States,—Supplement J.

(g) Individual citizens of the United States or domestio
corporations, satisflying the conditions of section 351 by
reason of deriving a large portion of their groes income from
sources within & possession of the United States,—Supple-
ment J.

(b) China Trade Act corporations,—Supplement K.
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SUBTITLE B—GENERAL PROVISIONS
Part 1—Rates of Tax
SEC. 1. NORMAL TAX ON INDIVIDUALS.
- There shall be lovied; collosted; and paid for cach tan-
able year upon the net income of every individual o normal
tax oqual to the sum of the fellowing+
{8} 4 por eontum of the firet $4,000 of the
amount of the net ineome in excess of the eredits againet
net income previded in soolion 354 and
<b)- 8 per eentum of the remainder of wich oxecosm
. amount
There shall be levied, ocollected, and paid for each

 tazable year upon the net income of every individual a
- normal tax of 4 per cenlum of the amount of the net income

in czoess of the credils against net income provided in
section 25.
SEC. 12 SURTAX ON INDIVIDUALS.

{0} Razne or Sontax—There shall be levied; eel
lected; and peid for ench taxable year upon the nob income
of every individual a suriax as followss

Upon o neb income of $6,000 there shall be ne
srtax] upon nel ineoined in exoess of $8,000 and nod
in exeess of $10,000; 1 per eentum of such exeess:

$40 upen net ineomes of $10,0004 and upen neb
inoomens in exeesd of $10,000 and nod in emeess of
$12;000; 3 per eentum in oddition of sueh exeoss
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680 upon net incomes of $19,0004 and npon net
incomes in emeoss of $15,000 and not in emoces of
$14/000; 8 por contum in addition of ek excessr
$140 upon nel incomes of $14/0004 and upon nel
fncomes in emoers of $14/000 and not in execss of
$16/000y 4 per conium in addition of such cncossy
$500 upon nol incomes of $16,0004 and upon ned
incomes in emcess of $16,000 and net in encesw of
$18/000; & per eontum in addition of such oxecos
$300 upon net incomes of $18/0004 and upen ned
incomes in emeoss of $18,000 and not in encess of
$00/000; 8 por centum in addition of such exeess:
$440 upon net incomes of $20,0004 and upen nel
incomes in emooss of $30,000 and net in excess of
$82,000; 8 per eentum in addition of sueh exevne:
meMdmudmm
ineomes in execess of $53;000 and ned in execss of
$34,000; 0 per eentum in addition of such exeess:
$780 upon nei incomes of $34;000; and upen net
incomnes in exmoces of $34,000 and not in ezeess of
$036,0005 10 per eontum in addition of such exoess;
aneﬁneomeso‘&ﬁ%mdupeam
inoomes in emeoos of $46/000 and nod in excece of
$928,000y 1+ per contum in additien of sueh exees;
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10
#1000 upon neb inoomes of $38/0001 and upen
not incomes in envess of $58,000 and nel in emeens of
$50,000; 19 per contuen in addition of such emoess:
$17440 upon net incemes of $80,/0001 and upen
ned incomnes in encem of §80,000 and 2ot in encess of
$83,000; 13 per eontrum in addition of such encess:
$4,700 upon net incomos of $39/000) and upem
nob incomes in encess of $38,000 and net in encess of
$56,000, 5 por contum in addision of such exooss:
63,300 upon nos incomes of $36,000¢ and upen
nel incomes in encess of $36,000 and not in exocss of
$38,000, +6 por centum in addition of sach excoss:
$2,630 upen net incomes of $58,0004 and upen
nob incomes in oxcess of $368,000 and nol in excess of
$40,000; 17 por eontum in addition of wuch enecss:
$3;060 upor nob incomnes of $40,0001 and upen
net ineomes in exeews of $40,000 and not in excoss oi
$42,000; 18 per eentum in addition of seeh exoecss:
$3;300 upon not incomes of $43,000+ and upen
neb inoomes in exeess of $43,000 and neb in exccss of
$44,000, 10 per contum in sddition of such exoessr
$3;700 upon net incomes of $44,000¢ and upen
not ineomnes in excom of $44;,000 and net in execss of
$46,000; 30 per eentum in addition of such excoss:
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$4:100 apon ot incomes of $46,000) and upen
ned ineomes in cncess of §46,000 and not in oncess of
$48,/000; 1 per centuin in addilion of such emecots
$4,500 upon net incomey of $48,0004 sud upen
not incemses i excess of $48,000 and not in excess of
$50,000; 39 por contum in addition of such exccss:
$4,080 upen nel incemes bf $50,0001 and upen
ol incomes in execoss of $50;000 and net in encess of
853,000, 33 por ccntum in ad.ion of such excess:
$5,400 upon not incomes of §53,0004 and upen
nol incomes in exeoss of $53;000 and net in excow of
$54,000; 84 por contun in addition of sueh excess;
$5/000 upon not incomes of $64,000) and upen
nob incomes in exeess of $64;000 and not in excess of
$56,000; 35 por eentusm in eddition of sueh exeosse
$6:400 upon net incomos of $66,0001 and upen
nol incomes in oxecas of $66,000 and not in excess of
$68,000, 26 per centum in addition of sueh exeees:
$6,000 upon net ineomes of $58,0001 and upon
not incomes in oxcoss of $68,000 and net in excess of
$60,000; 37 per eentum in nddition of such exoose:
$1460 upen neb ineomes of $60,0001 and upen
not incomen in execces of $60,000 and not in oxcess of
$62;000; 38 por eentutn in addition of sueh exeoos
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$8,030 upon net incomes of §65,0001 and upon
nel incomes in excess of §65,000 and not in excess of
$64,000; 30 por contum in nddition of suoh exoess:
$8,000 upon neb incomes of $64,0004 and upen
ned inevines in excoss of $64,000 and nob in oxeess of
$66,000; 80 per centum in addition of such excess;
$0,:200 upon nes incomes of $66,0001 and upen
ned ineomes in execess of §$66,000 and not in execss of
$88,000; 4+ per centum in nddition of such exeevs:
mammktmdmmdm
ned ineomes in excess of $68,000 and not in oxeess of
$70,000; 39 per eontum in addition of sueh oxeess:
$10/460 upon noi incomes of $70,0001 and upon
not incomes in exeesd of $70,000 and not in exeess of
$72,000; 33 por eentum in addition of sueh oxeess;
#1150 upon not incomes of $72:0004 and upon
ned incomes in exees of $73;000 and not in exeess of
$74;000; 34 per contam in addition of sueh exeeser
#1800 upen net incoines of $74,0004 and upon
neb incomes in excess of $74,000 and nod in exeess of
$78;,000; 36 per eontun in addition of sueh exooss:
$12,500 upen net incomes of $76,0004 and upen
neb inoomes in exeoo of $76:000 and nob in exoms
of $78,000; 36 per eontum in addition of sueh exeeser
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$13,300 upon net incomen of $78;0004 and upon
nod incomaos in encess of §78,000 and nol in emcess
of §80,000; 87 per centum in addition of sueh excoss:
$13,060 upon ek incomes of $80,0001 and upen
ned incotnes i eneces of $80,000 and not in exvess
of $83,000; 38 por eentutn in addition of sueh excoss:
$14;730 upon net incomes of $83,000; and upen
Bob ineomeo ip encews of $83,000 and mob in excess
of $84;000; 30 per contums in addition of smels exoess
$16;600 upon net incomes of $84,0004 and upon
Bet ineones in execss of $84,000 and not in excess
of $36,000; 40 per ecntun in oddition of mch exeonsy
$16,800 upon nob incommeo of $86,0001 nad upea
pet inooines i exoves of $86,000 aud not in exeevs
of $88,000; 41 por eontum in eddition of such exeessr
817,120 upon net incoines of $88,0004 and upon
et ineomed in excess of $83,000; and neb in exeess
of $00,000; 43 per ecntum in addition of suech excess:
$17:960 upon neb ineomos of $30,0004 and upon

neb invomes i exoess of $00,000 and net in execss of

$01,000; 43 per eentum in addition of such exoessy
$18,830 upen neb incomen of $02,0001 and apon

not ineomes in excesd of $05,000 and not in exeess of

$04,000; 44 per eentn in addition of sueh exoessy
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$10;700 upon net ineomes of $04;000; and upen
net ineomen in exeess of $04;000 and not in excess of
$06,000; 45 per eentum in addition of sioh exeess:

$20;600 upen net inoomes of $06,000; and upen
Ret inoomes in exeoss of $06,000 and not in exeess of
$08;000; 46 per eontun in eddition of such exeess:

$21,620 upen net ineomes of $08;0004 and upesn
petineomeoinexeessef”&;@@@andnothexeeseoﬁ
$100;000; 47 per centum in addition of such exeess:

$23;460 upon net ineomen of $100,0004 and upon
net ineomnes in exeess of $100;000 and net in oxeess of
$150,000; 48 per eentum in addition of such exooss:

$46;480 upon net invomes of $150,000; and upon
not ineomes in exeess of $150,000 and not in exoess of
$200,000; 40 per eentun in additon of such exeess:

$70;060 upen net ineomes of $200,0004 and upon

net ineomes in exeess of $300,000 and net in exeess of

$300,000; 50 per eentum in addition of such exeess:

$130,060 upon net incomes of $300,0004 and
uper net ineomes in execos of $800,000 and not in
exeess of $400;000; 61 per centum in addition of such
ex6e88:

$171;060 upon net incomes of $400,0004 and
upon neb incomes in excess of $400,000 and net in
exeese of $500,000; 53 per eentum in additien of sueh

€X0e00r
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$223,060 upon neb ineomes of $600;000; and
upen neb ineomes in exeess of $600;000 and net in
exeess of $750,000; 53 per eontum in addition of such
oxoessy

$366;,460 upen net ineomes of $750,000; and
upon net incomes in excess of $750,000 and not in
exoess of $1,000,000; 54 per eentum in addition of seh
OX0ess:

$401;460 upen net ineomes of $1;000,0004 and
upon net incomes in oxeess of $1,000,000; 56 per
eentum in addition of such exeess:

(a) DErINITION OF “ SURTAX NET INCOME " —AS.

‘used in this section the term * surtaz net income’’ means the

amount of the net incoma in excess of the credils against net
income provided in section 25 (b).

- (b) Rareg oF SurTAX—There shall be levied, col-

lected, and paid for each tazable year upon the surtaz net
income of every individual a surtax as follows:

Upon a surtaz net income of $4,000 there shall be

no surlaz; upon surtax net incomes in excess of $4,000

-~ and not in excess of $6,000, 5 per centum of such excess.

$100 upon surtax met incomes of $6,000; and

upon surtax net incomes in excess of $6,000 and not in

excess of $8,000, 7 per centum in addition of such excess.



W W S Ot W D =

T o S S S T < T~ T o T

16

$240 upon surtazx net incomes of $8,000; and upon
surtaz net incomes in excess of $8,000 and not in excess
of $10,000, 8 per centum in addition of such excess.

$400 upon surtax net incomes of $10,000; and
upon surtax net incomes in excess of $10,000 and not in
excess of $12,000, 9 per centum in addition of such
excess.

$580 upon surtax net incomes of $12,000; and
upon surlaz net incomes in excess of $12,000 and not
in excess of $14,000, 10 per centum in addition of such
excess.

$780 upon surtax nct incomes of $14,000; and
upon surtax net incomes in excess of $14,000 and not
in excess of $16,000, 11 per centum in addition of such
excess.

$1,000 upon surtax net incomes of $16,000; and
upon surtax net incomes in excess of $16,000 and not
in excess of $18,000, 12 per centum in addition of
such .excess.

$1,240 upon surtax net incomes of $18,000; and
upon surtax net incomes in excess of $18,000 and not
in excess of $20,000, 13 per centum in addition of such
excess.

$1,500 upon surtax net incomes of $20,000; and

upon surtax net incomes in excess of $20,000 and not .
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in excess of $22,000, 15 per centum w addition of
such excess.

$1,800 upon surtax net incomes of $22,000; and
upon surtax nel incomes in excess of $22,000 and not
in excess of $26,000, 17 per centum in addition of such
excess.

$2,480 wpon surtax net incomes of $26,000; and
upon surtax net incomes in excess of $26,000 and nol
in excess of $32,000, 19 per centum in addition of such
excess.

$3,620 upon surtax net incomes of $32,000; and
upon surtax met incomes in excess of $32,000 and not
in excess of $38,000, 21 per centum in addition of
such excess.

$4,880 upon surtax net incomes of $38,000; and
upon surtar net incomes m excess of $38,000 and not
in excess of $44,000, 24 per centum in addition of such
excess.

$6,320 upon surtax net incomes of $44,000; and
upon surtax net incomes in excess of $44,000 and not
in excess of $50,000, 27 per centum in addition of such
excess.

$7,940 upon surtax net incomes of 350,000; and

“upon surtax net incomes in excess of $50,000 and not

J. 53052——2
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in excess of $56,000, 30 per centum in addition of such
excess. ’

$9,740 upon surtazx net incomes of $56,000; and
upon surlax net incomes in excess of $56,000 and nat
in excess of $62,000, 33 per centum in addition of such
excess.

$11,720 upon surtax met incomes of $62,000;
and upon surtax net incomes in excess of $62,000 and
not in excess of $68,000, 36 per centum in addition of
such excess,

$13,880 upon surtax met incomes of $68,000;
and upon surlaz met incomes in ewoess of $68,000 and
not in excess of $74,000, 39 per centum in addition of
such excess.

$16,220 upon surtax net incomes of $74,000;
and upon surtaz met incomes in excess of $74,000 and
not in excess of $80,000, 42 per centum in addition of
such excess.

$18,740 upon surtax net incomes of $80,000; and
upon surlaz net incomes in excess of $80,000 and not in
excess of $90,000, 45 per centum in addition of such
excess,

 $23,240 upon surtazx net incomes of $90,000; and

upon surlaz net incomes in excess of $90,000 and not



© ® -1 S G B W D e

DO DD it bk ek b ek b el ek e
R B R R 8 5 %5 98 & R & o o= o

19
in excess of $100,000, 50 per centum in addition of
such excess. '
$28,240 upon surtax net incomes of $100,000;
and upon surtax net incomes in excess of $100,000
and not in excess of $150,000, 52 per centum in
addition of such excess.

$54,240 upon surtax net incomes of $150,000;

- and upon surlax net incomes in excess of $150,000

and not in excess of $200,000, 63 per cenum in addi-
ton of such excess.

$80,740 upon surtax met incomes of $200,000;
and upon surlaz net incomes in excess of $200,000

and not in excess of $300,000, 54 per centum in

- addition of such excess.

. $134,740 upon sr{rtam' net incomes of $300,000;
and upon surtax nel incomes.in excess of $300,000

- and not in evoess of $400,000, 55 per centurs in addi-

tion of such excess.
$189,740 upon surtax net incomes of $400,000;

and upon surlax net incomes in excess of $400,000 -

©.and not in excess of $500,000, 56 per centum in addi- -

- tion of such excess.

$245,740 upon surtax net incomes of $500,000;

and upon surtax mel incomes in excess of $500,000 -
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and not in excess of $7560,000, 57 per centum in
addition of such excess. |

$388,240 upon surtax net incomes of $750,000;
and upon @rlw net incomes in excess of $760,060 and

. mot in excess of $1,000,000, 58 per centum in addition

of such excess.

$533,240 upon surtax net incomes of $1,000,000;
and upon surtaz nek incomes in excess of $1,000,000,
59 per centum in addition of such excess.
b} BALB op MENES AND OH: 6R G248 Wkt —Fop

Limitotion of surlax stribuiablo to sale of mines and oil or

ges wells; see seetion 103

{o) Caripat No2 Gamns Anp Lossns—For reto end
eomputation of tax in liew of normal and suriex in ease of net
ineomen. of not less then $16;000; approximately; or in eate
of net ineomes; eﬁelﬂddag items of eapital gain; eapital lossy.
ond eapital deductions; of net lese than $16,000; approx-
mately; see seetion 101

(c) TAx oN PErsoNAL HoLDING CoMPANIES.—For |
surtaz on personal holding companies, see section 351.

dd) Bvasien AvoIDANCE OF SURTAXES BY INCOR-
PORATION.—For ta% surlaz on corporations which accumu-
late surplus to evade avoid surtax on stockholders, see section
164 102.
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SEC. 13. TAX ON CORPORATIONS,

(a) RAaTg oF Tax.—There shall be levied, collected,
and paid for each taxable year upon the net income of every
corporation, a tax of 134 per centum of the amount of the
net income in excess of the credit against net income pro-
vided in section 26. | |

(b) Exempr CorPOEATIONS.—For corporations ex-
empt from tax, see section 108 101,

(c) Tax oN PERSONAL HoLDING CoMPANIES.—For |
surtax on personal holding companies, see section 351 '

4¢} (d) IMPROPER ACCUMULATION OF SURPLUS.—
For tax surtax on corporations which accumulate surplus to
evade avoid internal-revenue tax surtar on stockholders, see
section 164 102.
SEC. 14. INCREASE OF TAX FOR 1934,

In the case of an individual the amount of tax payable
for any taxable year beginning after December 31, 1933,
and prior to January 1, 1935, shall be 10 per centum
greater than the amount of tax which would be payable if

© computed without regard to this section, but after the appli-

cation of the credit for foreign taxes provided in section 131,
and the credit for tazes withheld at the source provided in

scction 32.



S X T DI R B W D

upmwnoomqauhmwr—sa

[
(=~}

22
I o taxeble peried embraces poriiens of two ealender
yoars for whieh the laws are different; the tax shell be
eompited as provided in seetion 106
‘ Part II—Computation of Net Income -
SEC. 21. NET INCOME.
“ Net income” means the gross income computed

under section 22, less the dcductions allowed by section 23,

" SEC. 22. GROSS INCOME.

(a) GENERAL DEFINITION.—*Gross. income ” in-
clides gains, profits, and income derived from salaries,
wages, or compensation for personal service, of whatever -
kind and in whatever form paid, or from professions, voca-
tions, trades, businesses, commerce, or sales, or dealings in
property, whether real or personal, growing out of the
ownership or.use of or interest in such-property; alsy from
interest, rent, dividends, securities, or the transaction of
any business carried on for gain or profit, or gains or profits

and income derived from any source whatever. In the

case of Presidents of the United States and judges of couts
_of the United States taking office after the dete of the

ennetment of this Aeb June 6, 1932, the compensation
received as such shall be included in gross income; and all
Acts fixing the compensation of such Presidents and judges

are hereby amended accordingly.
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(b) ExoLusions FroM GRoss INCOME,—The fol-

2 lowing items shall not be included in gross income and shall

3 be exempt from taxation under this title:

4

W 00 3 & O

10
11
- 12

13.

14
16
16

1"

18

19

20

21

‘.
23
24
2.

(1) Lxm INSURANOE,—Amounts received under
o life insurance contract paid by reason of the death of
the insured, whether in a single sum or in installments
otherwise (but if such amounts are held by the insurer
under an agreement to pay interest thereon, the interest
payments shall be included in gross income) ;

(2) AxNurTIES, BTO.—Amounts received (other

- than amounts paid by reason of the death of the insured

and interest payments on such amounts and other than

amounts received as annuiites) under a life insarenee;

_ endowment; er annuity insurance or endowment con-

tract, but if such amounts (when added to amounts
received before the taxable year under such contract)
exceed the (;\ggregate premiums or’ consideration paid

(whether or not paid during the taxable year) then the

.. oxcess shall, be included in gross, income. Amounts

received as an annuily under an annuity or endowment

- contract shall be included in gross income; except that

there shall be excluded from gross income (until the
aggregate. amount excluded from gross income under
this litle or prior income taw laws .in. respect of such

- annuity equals the aggregale premiums. ar considera-
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tion paid for such annuity): (A) the excess of the
amount recewed in the tazable year over an 'amount
equal lo- 8 per centum of the aggregate premiums or
consideration paid for such annuily (whether or not
paid during such year), or (B) the entire amount of
the annuily if the sum thereof and amounts of other
annuities received in the same lazable year is not more
than $500. 1In the case of a transfer for a valuable
consideration, by assignment or otherwise, of a life in-
sarance, endowment, or annuity contract, or any inter-
est therein, only the actual value of such consideration
and the amount of the premiums and other sums sub-
sequently paid by the transferee shall be exempt from
taxation under paragraph (1) or this paragraph;

(8) GurTs, BEQUESTS, AND DEVISES.—The value
of property acquired by gitt, be(juost, devise, or inherit-
ance (but the income from such property shall be
included in gross income) ; '

(4) TAX-FREE INTEREST.—Interest upon (A)
the obligations of a State, Territory, or any politica) sub-
division thereof, or the District of Columbia; or (B)
seeurition issued under the provisions of the Federal
Farm Toan Aet; or under the provisiens of such Aot 08
amended obligations of a corporation organized under
Act of Oongress, if such corporation s an instrumen-
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tality of the United States; or (C) the obligations of
the United States or its possessions. Kvery person
owning anyof the obligations er seeurities enumerated
in clause (A), (B), or (O) shall, in the return re-
quired by this title, submit & statement showing the
number and amount of such obligations and seeurities
owned by him and the income received therefrom, in
such form and with such information as the Commis-
sioner may require, In the case of obligétions of the
United States issued after September 1, 1917 (other
than postal savings certificates of deposit) and in the
case of obligations of a corporation organized under Act
of Cohgress, the interest shall be exempt only if and
to the extent provided in the respective Acts authoriz-
ing the issuo thercof as amended and supplemented, and
shall be excluded from gross income only if and to the
extent it is wholly exempt to the texpayer from the
taxes imposed by this title;

(5) COMPENSATION FOE INIURIES OB SIOK-
NESS,—Amounts received, through accident or health
insarance or under workmen’s compensation acts, as
compensation for personal injuries or sickness, plus the

amount of any damages received whether by suit or

- agreement on account of such injuries or sickness;
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(6) Mvisters.—The rental value of a dwelling
house and appurtenances thereof furnished to a minister
of the gospel as part of his compensation;
(7) MiscELLANEOUS 1TEMS.—The following
items, to tho extont provided in section 116: |
Eamed income from sources without .the
United States;
Salaries of certain Territorial employees;
The income of foreign governments;
inrcome of States, municipalities, and other
political subdivisions;. | : 'y
Receipts of shipowners’ mutual protection
and indemnity associations; |
Dividends from China Trade Act corpora-
tions.

(c) INVENTORIES.—Whenever in the opinion of the
Commissioner the use of inventories is necessary in order
clearly to.determine the income of any taxpayer, inven-
tories shall.be taken by such taxpayer upon such basis as
the Commissionor, with the approval of the Secretary, may
prosoribe as conforming as nearly as may be to the best
accounting practice in the trade or business and as most
clearly reflecting the income.

(d) DistRIBUTIONS BY CORPORATIONS.—Distribu-
tions by corporations shall be taxable to the shareholders as

provided in section 115.
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(e) DETERMINATION OF (FAIN OR Loss,—In the case
of & sale or other disposition i property, the gain or loss
shall be computed as provided in seetiens +11; H13; and 13
section 111,

(f) Gross INCOME FkoM SOURCES WITHIN AND
WrraouT UNITED STATES.—For computatioxi of gross in-
come from sources within and without the United Btates,
see section 119,

SEC. 23. DEDUCTIONS FROM GROSS INCOME.

In computing net income there shall be allowed as
deductions: ..

(a) ExpENsEs.—All the ordinary and necessary ex-
penses paid or incurred during the taxable year in carrying
on any trade or business, including & reasonable allowance
for salaries or other compensation for personal servicos
actually rendered; traveling oxpenses (including the entire
amount expendedr for meals and lodging) while away from
home in the pursuit of a trade or business; and rentals
or other payments required to be made as a condition. to
the continued use or possession, for purposes of the trade
or business, of property to which the taxpayer has mnot
taken or is not taking title or in which he has no equity.

(b) InTEREST—AIll interest paid or accrued within
the taxable year on indebtedness, except 43} on indehted-

ness incwred or continued to purchase or. carry obligations
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of seeurities (other than obligations of the United States
issued after September 24, 1917, and originally subscribed
for by the taxpayer) the interest upon which is- wholly
exempt from the taxes imposed by this title~er (2} en
indebiedness inourred or continued in conneetion With the
purcheeing or carrying of ah Ry,

(0) Taxes GENERALLY.—Taxes paid or accrued
within the taxable year, except—

(1) Federal income, war-profits, and excess-
profits taxes impesed by the autherity of the United
States ; |

(2) income, war-profits, and excess-profits taxes
imposed by the authority of any foreign country or pos- .
session of the United States; but this deduction shall be
allowed in the case of a taxpayer who does not signify
in his return his desire to have to any extent the
benefits of section 131 (relating to credit for taxes
of foroign countries and possessions of the United
States) ; and

(3) estate, inheritance, legacy, succession, and
gift tazes; and

48} (4) taxes assessed against local benefits of a
kind tending to increase the value of the property
assessed ; but this paragraph shall not exclude the allow-

ance as a deduction of so much of such taxes as is
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properly allocable to maintenance or interest charges.
For the purpose of this subseetion; estate; inheritance; legacy;
and suecession taxes neerue on the due date thereef; exeept
es etherwise provided by the law of the jurisdietion imposing
sueh taxes; and shall be allowed as a deduetion only to the
estabes

(d) Taxes oF SHAREHOLDER PAm BY COBPORA-
TION.—The deduction for taxes allowed by subsection (o)

shall be allowed to a corporation in the case of taxes

"imposed upon a shareholder of the corporation upon his

interest as shareholder which are paid by the corporation |
without reimbursement from the shareholder, but in such
cases no deduction shall be allowed the shareholder for the
amount of such taxes.

{a) LosSES BY INDIVIDUALS.—Subjeot to the Limita-
tions. provived in subseetion (¥} of this seetien; in In the
case of an individual, losses sustained during the taxable
year and not compensated for by insurance or otherwise—

(1) if incurred in trade or business; or

(2) if incurred in any transaction entered into for
profit, though not connected with the trade or
business; or

(3) of property not connected with the trade or
business, if the loss arises from fires, storms, shipwreck,

or other casualty, or from theft. No loss shail be allowed
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a8 & deduction under this paragraph if at the time of

the filing of the return such loss has been claimea a8

a deduction for estate tax purposes in the estate tax

return.

(f) Losses BY CORPORATIONS.—Subjeet to the limi-
tations provided in subseetion {2} of this seetien; in In the
case of a corporation, losses sustained during the taxable
year and not compensated for by insurance or otherwise.

(9) WAGERING LossEs.—Losses from wagering
transactions shall be allowed only to the exlent of the gains
from such transactions. ’

{g) (k) Basis vor DereeMiNING Loss—The basis
for determining the amount of deduction for losses sustained,
to be allowel under subsection (e) or (f), shall be the
adjusted basis pfovided in section 113 (b) for determining
the gein er loss from the sale or other disposition of
property.

{h}- (i) Loss oN WAsH BALES OF S8T00K OR SECURI-
TIES.—Tor disallowance of loss deduction in the case of
sales of stock or securities where within thirty days before
or after the date of the sale the taxpayer has acquired
substantially identical property, see section 118.

(i) CapirAL LoSsES~—Losses from sales or ex-

changes of capital assets shall be allowed only to the extent

provided in section 117(d).
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"4} (k) Bap Drp18.—Debts ascertained to be worth-
less and charged off within the taxable year (or, in the discre-
tion of the Commissioner, & reasonable addition to a reserve
for bad debts) ; and when satisfied that a debt is recover-
able only in part, the Commissioner may allow such debt,
in an amount not in excess of the part charged off within
the taxable year, as a deduction.

4k} (1) DEPRECIATION.—A reasonable allowance for
tho exhaustion, wear and tear of property used in the trade or
business, including a reasonable allowance for obsolescence.
In the case of property held by one person for life with
remainder to another penﬁon, the deduction shall be com-
puted as if the life tenant were the absolute owner of the
property and shall be allowed to the life tenant. In the
case of property held in trust the allowable deduction shall
be apportioned between the income beneficiaries and the
trustee in accordance with the pertinent provisions of the
instrument creating the trust, or, in the absence of such
provisions, on the basis of the trust income allocable to each.

4 (m) DEPLETION.—In the case of mines, oil and gas
wells, other natural deposits, and timber, a reasonable allow-
ance for depletion and for depreciation of improvements,
according to the peculiar conditions in each case; such rea-
sonable allowance in all cases to be made under rules and

regulations to be presoribed by the Commissioner, with the
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approval of the Secretary. In any case in which it is ascer-
tained ap a result of operations or of development work that
the recoverable units are greater or less than the prior esti-
mate thereof, then such prior estimate (but not the basis for
depletion) shall be revised and the allowance under this
subsection for subsequent taxable years shall be based upon
such revised estimate. In the case of leases the deductions
shall be equitably apportioned between the lessor and lessee.
In the case of property held by one person for life with
remainder to another person, the deduction shall be computed
as if the life tenant were the absolute owner of the property
and shall be allowed to the life temant. In the case of
property held in trust the allowable deduction shall be appor-
tioned between the income beneficiaries and the trustee in
accordance with the pertinent provisions of the instrument
creating the trust, or, in the absence of such provisions, on
the basis of the trust income allocable to each. (For per-
centage depletion allowable under this subsection, see section
114 (b), (3) and (4).)

{m} (n) BAsis FOR DEPRECIATION AND DEPLE-
TION.—The basis upon which depletion, exhaustion, wear
and tear, and obsolescence are to be allowed in respect
of any property shall be as provided in section 114.

{8} (o) . CHARITABLE AND OrHER .CONTRIBU-
TI0NS.—In the case of an individual, contributions. or gifts

made within the taxable year to or for the use of:



33

(1) the United States, any State, Territory, ot
any political subdivision thereof, or the Distriot of
Columbia, for exclusively public purposes;

(2) a corporation, or trust, or community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientific, literary, or educa-
tional purposes, or for the prevention of oruelty to
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholdcr
or individual, and no substantial part of the aclivities
of which is participation in partisan politics or is carry-
ing on propaganda, or otherwise attempting, to influence
legislation;

(3) the special fund for vocational rehabilitation
authorized by section 12 of the World War Veterans’
Act, 1924;

(4) posts or organizations of war veterans, or
wxﬂiary units or societies of any such posts or organi-
zations, if such posts, organizations, units, or societies
are organized in thé United Btates or any of its posses-
sions, and if no part of their net earnings inures to the
benefit of any private shareholder or individual; or

(5) a fraternal society, order, or association,
operating under the lodge system, but only if such

contributions or gifts are to be used exclusively for

J. 53052—3
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~ religious, charitable, Iscientiﬁc, literary, or educatignal
purposes, or for the prevention of cruelty to children
or animals; |

to an amount which in all the above cases combined does

not exceed 15 per centum of the taxpayer’s net income ns
computed without the benefit of this subsection. = Such con-'
tributions or gifts shall be allowable as deductions only if
verified under rules and regulations prescribed by the Com-
missioner, with the approval of the Secretary. (For
unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, see section 120.)

{0} Foevnn Lxppnuts I¥ CABR OF CASUAE SaLlS
op Ruat, Prorensy—In the ease of o easuel sale or other
easual digpesition of real property by ax individual; a reason-
the provisions of the eentrect under whieh sueh sale or

~ ether dispesition was mnde; under such regulations es the

Gmmmmer;w&k%heappre%lof&he&mﬁmay
proseribe; ineluding the giving of o bond; with such suretios

‘and in such sum -tnob loe than the estimated tox lability

computed without the benefit. of this subseetion) as the
{notwithstanding any statuto of Limitations). of the tax; com

. puted witheut the benefit of this subseetion; in respeot of any
. arnounts allowed a8 & deductivn under this subseetion and
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bt actually exponded in comying out the provisions of sich

eontract:
(p) Divipenps Recrivep BY CORPOBATIONS.—In
the case of a corporation, the amount received as dividends—
1) hrem o domestie eorporation whieh is sabjeet
to taxation under thia title; o " |
dividends from a domestic corporation which is subject lo
tagation under this tille.
{2} from any foreign eorporation when it is shown
to the satisaetion of the Commissioner that mere than
60 per eentum of the gress ineome of sueh foreign
corporation for tho throe-year period onding with the
‘elose of ite taxnble year preceding the deelavation of
sueh dividends {or for such part of such peried a8 the
~ foreign eorporation hoe been in existenee) wae derived
from sourees within the United Btates ae determined
The deductioh allowed by this subsection shall not be allowed
in respect of dividends received from a corporation organized

ucder the China Trade Act, 1922, or from a corporation

" which under section 251 is taxable only on its gross income

from sources within the United States by reason of its
receiving a large percentage of its gross income from sources

within a possession of the United States.



© @ 1 D Tt o e N e

L I e Y - . T Y S — S = S~ N 8
©S © ® NN S ;e W N = O

36
(q). PeNsiON "PRUSTS.—An employer establishing or
maintaining a pension trust to provide for the paymenf of
reasonuable pensions to his employees (if such trust is exbmpt
from tax under section 165, relating to trusts created for the
oxclusive benefit of employees) shall be allowed as a dedyc-
tion (in addition to the contributions to such trust during the
taxable year to cover the pension liability accruing during
the year, allowed as a deduction under subsection (a) of
this section) a reasonable amount transferred or paid into
such trust during the taxable year in excess of such con-
tributions, but only if such amount (1) has not theretofore
been allowable as a deduction, and (2) is apportioned in
equal parts over a period of ten consecutive yea;rs, beginning
with the year in which the transfer or payment is made,
Any deduction allowable under section 23 (q) of the Reve-
nue Act of 1928 or the Revenue Act of 1932 which under
such section was apportioned to any taxable year subseqtient
to the taxable year 1081 shall beginning after December 31,
1933, shall be allowed as a deduction in the years to which
so apportioned to the extent allowable under such section
if it had remained in force with respect to such year.
) Iparearion on Seock Leopsps—
1) Lesses frem sales or exehanges of stoeks and
bonds {as defined in suboection {5} of this soction)
avhich a7 nob capital assoto {08 dobned in sootion 101}
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shall bo allowed only to the extens of the guiny from
suehsaleserewheﬂgés {ineluding gainy whieh mey
ho derived by o taxpayer from the retirement of his
owa ebligations)

43} This subseetion shall not apply to & dealer in
to customers) in respoot of Lransaetions in the oxdinory
eourse of his business; nor to o bank or trust eompany
incorporated under the laws of the United Bates or
of eny. State or Territory:

A8} SamB—SHOR? SALES—Ier the purposes of this
sitlo; gaine or losses (A} from short seles of stoeks and bends;
or (B} etiributeble to privileges or options te buy er sell
sush sloeks and bends; or {O)- from cales or exchanges of

"sueh privileges or options; shall be eonsidered ao geins or

losses frem snles or emehanges of sioeks or bonds which
) DupBHTION OF SFOCKS AND BoNpe—AS used

in ubsostions {)- and s} the torm “otocks 6ad bonds2

meoans (1) shoves of steek in eny corporation; or (3} rights
to subseribo for or to reecive sueh sheres; or {3) bends;
debentures; notes; or eertifieates or other evidenees of indebt-
edness; issued by any eorporation -{other then o government

6F political subdivision thereof); with interest eoupens or in
: registerod formy; or {4} eertificates of profit; or of interest
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hpmpewy\'awemﬂm'hwym&aﬁor
similar organization helding or desling in any of the instru-

‘ments mentioned or deseribed in this subseetion; regerdiess

of whether or not such investment trust or similar organi-
sotion oonstituies o eorporation within the meening of this
Aet:
SEC. 24. ITEMS NOT DEDUCTIBLE,

(a) GeNERAL RULE.—In computing net income no
deduction shall in any case be allowed in respect of—

(1) Personal, living, or family expenses;

(2) Any amount paid out for new buildings or for
permanent improvements or betterments made to

~ increase the value of any property or estate;

(83) Any amount exﬁcnded in restoring property
or in making good the exhaustion thercof for which an
allowance is or has been made; or

(4) Premiums paid on any life insurance policy
covering the life of any officer or employee, or of any
person financially interested in any trade or business
carried on by the taxpayer, when the taxpayer is
directly or indirectly a beneficiary under such peliey:
policy;

(6) Any amount otherwise allowable as a deduo-
tion which 18 allocable to one or more classes of income

other than interest (whether or not any amount of
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. income of that class or. classes i8 received or accrued)
wholly exempt from the tares imposed by this title; or
(6) Loss from sales or exchanges of property,
directly or indirectly, (A ) between members of a family,
or (B) except in the case of distributions in liquidation,
between an individual and a corporation in which such
individual owns, directly or indirectly, more than 60 per
centum in value of the outstanding stock. For the pur-
pose of this paragraph—(C) an individual shall be con-
sidered as owning the stock owned, directly or indii'ectly,
by his family; and (D) the family of an individual shall
“include only his brothers and sisters (whether by the
whole or half blood), spouse, ancesiors, and lineal

descendants. |

(b) HoLbERS OF Lire OB TERMINABLE INTEREST.—

~ Amounts paid under the laws of any State, Territory, Dis-
: ;trict of Columbia, possession of the United States, or foreign

country as income to the holder of a life or terminable inter-

- et acquired by gift, bequest, or inheritance shall not be

reduced or diminished by any deduction for shrinkage (by
whatever pame called) in the value of such interest due te
the lapse of time, nor by any deduction allowed by this Act

. (except the deductions provided for in subsections {k} (1)

and -} (m) of aectiog 23) for the purpose of computing the

net income of an es_téie or trust but not allowed under the
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1aws of such State, Territory, District of Columbia, possession
of the United States, or foreign country for the purpoge of

oomputing the income to which such holder is entitled.

{e} Tax Warnnehd o8 TAX-FRBE CovENANE

Bonpg—Hor tax withheld on tax-free eovenant bonds; see
seetion 148 {o)-(3)-

SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

There shell be allowed for the purpese of the normal

tax; but net for the surtax; the following eredite against the
not ineomer

<o) DrvspaNbs—The amount received ag dividends—

44} from & domestio corporation which is subjoes
to taxation under this title; or

{2} frem o foreign eorporation when it is shewn
to the setisfaction ef the Commissioner that mere then
50 por contum of the gross ineeme of cuch foreign
corporasion for tho threo-yoar poriod ending with the
close of ito taxable year precoding the declaration of
such dividends -for for such part of wuch peried as the
eorporation b been in exisience) was derived from
soupeed within the United Biates as determined under
the previsiens of seetion 110:
The eredit allowed by this subscetien ehall net be

24 allowed in respeet of dividends reeoived from o eorporation
25 erganized under the Chine Frade Ael; 1023; or frem o cor-
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poration which under seetion 361 is taxable only en its gross
ineome from seurces within the United States by reasen of
8 receiving o large pereentage of ite gross ineeme from
pourees within o pesvession of the United Btatos:

+b) Inzanuse on TiEnD Sesrns OBHIGATIONS—
The amount received ag interest upen obligations of the
United Bietes whiek is ineluded in gross imcome under
geetion 3 ,

{6} Punsonas Exnmpaion—Ia the ease of o single
persen; o pomonal exemption of $1,0004 or in the ease of
the heed of o family or o married porson living with hushand
or wile; o persenel exemption of $3,600: A husband and
tien: The amount of sueh perconal exemption shell be
$2,500: If such busbend and wife mako soparate returns;
the personal ezempiion may be takon by either or divided
between them:

{4} Crupiz PoB DERENDENIS—8400 for each per-
son {other than husband er wife} dependent upon and
receiving hio chiof support from the texpayer if ouch
dependent person iy under eighteen years of age or is inca-
peble of self-support beenuse mentally or physieally defeetiver

{6} Cuanen oF Searus:—I the status of the tax-
payer; in oo far 68 it affeets the personnl exemption or eredié
for dependents; ehangen during the texable year; the per-
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sonal exemption and eredit shall be appertioned; under rules
and regulations preseribed by the Commissioner with the
approvel of the Seeretary; in eeccordance with the number
of months before and after sueh chenge: For the purpese
of such appertionment o iroetional part of o month shell be
disregarded unless it amounts to more then helf o menth in
whieh ease it shell be eensidered a8 & meonth:

(a) CREDITS FOR NORMAL Tax ONLY.—There shall
be allowed for the purpose of the normal tax, but not for
the surtax, the following credils against the net income:

(1) DivipEnDS.—The amount recewed as divi-
dends from a domestic corporation which s subject
to tazation under this title. The credit allowed by this
paragraph shall not be allowed in respect of dividends
received from a corporation organized under the China

Trade Act, 1922, or [rom a corporation which under

section 251 1is taxable only on ils gross income from

sources within the United States by reason of its re-
cewing a large percentage of its gross income from
sources within a possession of the United States.

(2) INTEREST ON UNITED STATES OBLIGA-

T10N8.—The amount received as interest upon ob-

ligations of the United Staites which is included in

gross income under section 22,
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(3) INTEREST ON OBLIGATIONS OF INSTRU-
MENTALITIES OF THE UNITED STATES.—The amount
received as interest on obligations of a corporation
organized under Act of Congress, if (A) such corpora-
tion 18 an instrumentality of the United States; and
(B) such interest i3 included in gross income under
section 22; and (C) under the Act authorizing the
wssue thereof, as amvended and supplemented, such
interest 18 exempt from normal taz.

(4) EARNED INCOME CREDIT.—10 per centum
of the amount of the earned net income, but mot in
excess of 10 per centum of the amount of the net income.

(5) EARNED INCOME DEFINITIONS.—For the
purposes of this section— ; .

(4) “ Earned income” means wages, sal-
aries, professional fees, and other amounts re-
ceived as compensation for personal services
actually rendered, but does not include any amount
not included in gross income, nor that part of the
compensation derived by the tazpayer for personal
services rendered by him to a corporation which
represents a distribulion of eaMings or profils
rather than a reasonable allowance as compen-

sation for the personal services actually rendered.
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In the case of a taxpayer engaged in a - trade
or business in which both personal services and
capital are material income producing factors,
a reasonable allowance as compensation for the
personal services actually rendered by the tax-
payer, not in excess of 20 per centum of his share
of the net profits of such trade or business, shall
be considered as earned income.

(B) “ Earned income deductions” means
such deductions as are allowed by section 23 for
the purpose of computing net income, and are
properly allocable to or chargeable against earned
income.

(C) “ Earned net income” means the ex-
cess of the amount of the earned income over the
sum of the earned income deductions. I f' the
taxpayer's net income i3 not more than $3,000,
his entire met income shall be considered to be
earned net income, and if his net income is more
than $3,000, his earned met income shall not be
considered to be less than $3,000. In mo case
shall the earned net income be considered to be
more than $20,000.

(b) CrepIiTS FOR BorH NoRMAL TAX AND SUR-

25 TA4X.—There shall be allowed for the purposes of the normal

26 taz and the surtaz the following credits against net income:



© W I S U B W DD e

I I - T o S O o G S S S T e T

45

(1) PERSONAL EXEMPTION.—In the case of a
sinyle person, ‘a personal exemption of $1,000; or in
the case of the head of a family or a married person
living with husband or wife, a personal evemption of
$2,500. A husband and wife living together shall
receive but one personal exemption. The amount of
such - personal exemption shall be $2,500. If such
husband and wife make separate returns, the personal
exemption may be taken by either or divided between
them.

(2) CREDIT FOR DEPENDENTS.—$400 for each
person (other than husband or wife) dependent upon
and receiving his chief support from the tazpayer if
such dependent person 18 under eighteen years of age
or is incapable of self-support because mentally or
physically defective.

(3) CBANGE OF-STATUS—~If the status of the
tazpayer, in o far as it affects the personal exemption
or credit for dependents, changes during the tazable
year, the personal ezemption and credit shall be ap-
portioned, under rules and regulations prescribed by
the Commissioner with the approval of the Secretary,
in accoa;dance with the number of months before and
after such change. For the purpose of such apportion-
ment a fractional part of a month shall be disregarded
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unless it amounts to more than half a month in which

case i shall be considered as @ month,

SEC. 26. CREDITS OF CORPORATION AGAINST NET INCOME.

For the purpose only of the tax imposed by section 13
there shall be allowed as a credit against net income the
amount received as interest upon obligations of the United
~Smtes; or of corporations organized under Act of Congress
which is ineluded in gross income under seetion 23 allowed
to an individual as a credit for purposes of normal tax by
section 25(a)(2) or (3).

Part III—Credits Against Tax
SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

The amount of income, war-profits, and excess-profits
taxes imposed by foreign countries or possessions of the
United States shall be allowed as a credit against the tax,
to the extent provided in gection 131.

SEC. 32. TAXES WITHHELD AT SOURCE.

The amount of tax withheld at the source under
section 348 142 shall be allowed as a credit against the tax.
SEC. 33. ERRONEOUS PAYMENTS CREDIT FOR OVERPAY.

MENTS.

{e) CREDIP FoB OVERPAYMENTS—Ior credit against:
the tax of overpayments of taxes imposed by this title for
other taxable years, gee section 322, -
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+b) Figear Yean EnxpiNe B¥ 19323—For eredit
against the iax of amounts of tax paid for o fiseal year
beginning in 1081 end ending in 1033; see seetion 183:
Part IV—Accounting Periods and Methods of Accounting
SEC. 41. GENERAL RULE.

The net income shall be computed upon the basis of

. the taxpayer’s annual accounting period (fiscal year or

calendar year, as the case may be) in accordance with the
method of accounting regularly employed in keeping the
books of such taxpayer; but if no such method of accounting
has been so employed, or if the method employed does not
clearly reflect the-income, the computation shall be made
in accordance with such method as in the opinion of the
Commissioner does clearly reflect the income. If the tax-
payer’s annual accounting period is other than a fiscal year
as defined in section 48 or if the taxpayer has no annual
accounting period or does not keep books, the net income
shall be computed on the basis of the calendar year. (For
use of inventories, see section 22 (c).)
SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME
INCLUDED.

The amount of all items of gross income shall be in-
cluded in the gross income for the taxable year in which
received by the taxpayer, unless, under methods of account-

. ing permitted under section 41, any such amounts are to be
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properly accounted for as of a different period. In tlw case
of the death of a tazpayer there shall be included in computing
net income for the tazable period in which falls the date of
his death, amounts accrued up to the date of his death it not
otherwise properly includible in respect of such period or a
prior period.
SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS
TAKEN.

The deductions and credits provided for in this title shall
be taken for the taxable year in which “ paid or accrued ” or
“ paid or incurred ”, dependent upon the method of account-
ing upon the basis of ‘which the net income is computed,
unless in order to clearly reflect the income the deductions
or credits should be taken as of a different period. In the
case of the death of a tazpayer there shall be allowed as
deductions and credits for the tazable period in which
falls the date of hfs death, amounts accrued up to the
date of his death if not otherwise properly allowable in '
respect of such period or a prior period.

SEC. 44. INSTALLMENT BASIS.

(a) DEALERS IN PERSONAL PROPERTY.—Under regu-
lations prescribed by the Commissioner with the approyal
of the Secretary, a person who regularly sells or otherwise
disposes of personal property on the installment plan may
return as income therefrom in any tazable year that propaer-
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“tion-of 'the installment payments actually received in that
' year-which the- gross profit realized or to be realized when
- payment;is completed; bears to the.total contract ptice.

(b) 8ALES oF REALTY AND UASUAL SALES OF PER-
SONALTY.—In the case (1) of a casual sale or-other oasual
‘disposition of personal property (other than property of a
kind which  would properly be included in the inventory: of

-the taxpayer if on hand at the close of the taxable year),

for a-price exceeding $1,000, or (2) of a sale or other dis-
-position of real property, if in either case the initial pay-
ments do not exceed 40 per eentum of the selling prieo
30 per centum of the selling price (or, in case the sale. or
other disposilion was in a taxable year beginning prior. to
January 1, 1934, the percentage of the selling price pre-
scribed in the law applicable to such year), the income may,
under regulations prescribed by the Commissioner. with the
approval of the Secretary, be returned on the basis and in
the manner above prescribed in this section. As used in
this section'the term  initial payments” means the pay-
ments received in cash or property other than evidences of
“indebtedness of the purchaser during the taxable period in
which the sale or other disposition is made.

'(¢) 'OHANGE FROM ACCRUAL TO INSTALLMENT
‘Basis.—If a taxpayer entitled to the benefits of subsection
(a) elects for any taxable year to report his net-income-on

J. 58062—4
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the installment basis, then in computing his income.for the

year of change or any subsequent year, amounts actually

received during any such year on account of sales or other

dispositions of property made in any prior year shall not be
excluded.

(d) GaiN or Loss urON DISPOSITION OF INSTALL-
MENT OBLIGATIONS.—If an installment obligation is satis-
fied at other than its face value or distributed, transmitted,
sold, or otherwise disposed of, gain or loss shall result to the
extent of the difference between\ the basis of the obligation
and (1) in the case of satisfaction at other than face value
or a sale or exchange—the amount realized, or (2) in case
of a distribution, transmission, or disposition otherwise
than by sale or exchange—the fair market value of the
obligation at the time of such distribution, transmission, or
disposition. Any gain or loss so resulting shall be considered
as resulting from the sale or exchange of the property in
respect of which the installment obligation was received.
The basis of the obligation shall be the excess of the faco
value of the obligation over an amount equal to the income
which would be returnable were the obligation satisfied in
ful. This subsection shall not apply to the transmission at
death of installment obligations if there is filed with the
Commissioner, at such time as he may by regulation pre-

seribe, a bond in such amount and with sych sureties as he
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may deem necessary, conditioned upon the return as incoié,
by the person receiving any payment on such obligations, of
the same proportion of such payment as would be retyrnable
as income by the decedent if he had lived and had received
such payment. ”

(e) Any taxpayer holding on December 31, 1933,
installment obligations on capital transactions reported under
section 44(b) originally maturing in the years prior to

January 1, 1934, but which were extended or renewed so

- that they tlaerea/te}' matured in 1934 or subsequent years,

shall have the option of paying a tax on such installments
when paid or otherwise disposed of at the capital gmin rate in
effect in ﬁe year of original maturity.

SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

In any case of two or more tredes or organizations,
trades, or businesses (whether or not incorporated, whether
or not organized in the United States, and whether or not
affiliated) owned or controlled directly or indirectly by the
same interests, the Commissioner is authorized to distribute,
apportion, or allocate gross income or deductions between or

among such tredes er organizations, trades, or businesses, if

he determines that such distribution, apportionment, or allo-

cation is necessary in order to prevent evasion of taxes or
clearly to reflect the income: of any of such trades er organi-
zations, trades, or businesses. -
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- SEC. 46. CHANGE) OF :ACCOUNTING PERIOD.

-If.a taxpayer changes his accounting period from fiscal

+year- to calendar year, from calendar year.to.fiscal year, or
.from one fiscal year. to another, the net income shall, with the

approval of the Commissioner, be computed on ;the: basis. of

sich new accounting period, subject-to. the. provisions. of

. gection 47.

SEC. 47. RETURNS FOR A PERIOD OF LESS THAN TWELVE
" MONTHS.

(a) RerurNns ror Suorr PErioD RESULTING FROM
CHANGE OF ACCOUNTING PERIOD.—If . taxpayer, with
the approval of the Commissioner, changes.the basis of com-
puting net income from fiscal year to calendar \year a separate
return. shall be made for the period between the: close: of' the

last fiscal year for which return:was made.and.the following

December 31. If the change is. from calendar year to

.fiscal year, a separate return shall ibe. made. for the .period

~was made and the date designated as:thé close. of the fiscal

year. - If the change is from one fiscal year to another fiscal
year.a separate return shall be. made for the. period between

. the cloge.of the former fiscal year and the date designated as
- the close of the new fiscal year.

(b) INcoMp CoMPUTED ON - BASIS OF 'SHORT
Periop.—Where & separate . return, is :made .under sub-
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section . (a). on account of a.change in the aceounting, period,

-.and in all other cases where a separate return is required

or permitted, by regulations - prescribed. by;\thvev Commis-

- gioner with theapproval of the Secretary, to be made for

a fractional; part of a year, then: the income shall be com-
puted..on the basis. of the period for which separate return
is made; ‘

. (o). INcOME PLACED .ON ANNUAL: BAsis.—If a

separate. Teturn is. made under subsection (a) on'account

' of a 6hange in the. accounting period, the. net.income, com-:

puted on the basis of the period for which separatg return-
is made, shall be placed on an annual basis by multiplying
the amount thereof by twelve and dividing by the numbes -
of months included in the period for which the separate.
return is made. The tax shall be such part of the tax,

computed on such annual basis as the numberof months,

.in such period is of twelve months.

(d) Caripar Npe Gapts: 3D Losses—EARNED,

- INcoME.—The . Commissioner with; the. approval.. of the,
. Secretary shall by regulations prescribe- the method of apply~ -
. ing the. provisions. of subsections (b).and. (¢) (relating to-

computing .income on the basis of a shert period; and plac-

- ing;such, .income, on. an. annual basis); to- cases where the:

. taxpayer makes a separate return. under. subsection (a) on-

acoount of a change in the accounting period, and it appears
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that for the period for which the return is so made he has
derived o eapital net gain; or sustained & eapital net lesy
or received earned income.

(e) RupuoTiON oF CREDITS AGAINST NET IN-
coMB.—In the case of a return made for a fractional part
of a year, except & return made under subsection (a), on
account of a change in the accounting period, the personal
exemption and credit for dependents shall be reduced respec-
tively to amounts which bear the same ratio to. the full
credits provided as the number of months in the ﬁeriod for
which return is made bears to twelve months.

(f) CrosiNG OF TAXABLE YEAR IN CASE OF JEOP-
ARDY.—For closing of taxable year in case of jeopardy, see
section 46 145,

SEC. 43. DEFINITIONS.

When used in this title—

(a) TaxABLE YRAR.— Taxable year ” means tho cal-
endar yéar, or the fiscal year ending during such calendar year,
Aupon the basis of which the net income is computed under
this Part. “ Taxable year ” includes, in the case of & return
1nade for a fractional part of a year under the provisions of
this title or under regulations prescribed by the Commissioner

with the approval of the Becretary, the period for which such
return is made, The firs) taxable year; to be ealied the
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taxable yoar 1032; chall be tho eelondar year 1832 or any

(b) FiscAL YrAr—*“ Fiscal - year” means an
accounting period of twelve months ending on the last day
of any month other than December. |

(6) Pam, INoURRED, ACOBUED.—The terms * paid
or incurred” and “paid or accrued ” shall be construed
according to the method of accounting upon the basis of
which the net income is computed under this Part.

(d) TrabpE oR BuUSINESS.—The term “ trade or
business " includes the performance of the functions of a
public office.

Part V—Returns and Payment of Tax

SEC. 51. INDIVIDUAL RETURNS.

(a) REQUIREMENT.—The following individuals shall
each make under oath a return stating specifically the items
of his gross income and the deductions and credits allowed
under this title—

(1) Every individual having a net income for
the taxable year of $1,000 or over, if single, or if
married and not living with husband or wife; ‘

(2) Every individual having a net income for
the. taxable year of $2,500 or over, if married and

, . living with hushand or wife; and
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" (3) Every individual having a gross income for
the taxable year of 65;000 or over, regardless of the
amount of his net income.

(b) HusBaND AND WiFB.—If a husband and wife
living together have an aggregate net income for the taxable
year of $2,500 or over, or an aggregate gross income for
such year of $5,000 or over—

(1) Each shall make such. a return, or

(2) The income of each shall be included in a
single joint return, in which case the tax shall be com-
puted on the aggregate income.

(c) Persons UNDER DisaprLrry.—If the taxpayer
is unable to make his own return, the return shall be made
by a duly authorized agent or by the guardian or other
person charged with the care of the. person or property of'
such taxpayer.

(d) Fmuorarmks.—For returns to be- made. by fidu--
ciaries, see section 143 141,

SEC. 52 CORPORATION RETURNS.

{0} Ruqusnmw ¥#—LEvery corporation subject to
taxation ‘under this title shall make a return, stating specifi-
cally the items of its gross income and the deductions and
credits allowed by this title. The return shall-be-sworn to
by the president, vice president, or other principal officer
and b); the treastirer or assistant treasurer {reasurer, assislant
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L treasurer, or chief accounting officer. In cases where
2 receivers, trustees in bankruptcy, or assignees are operating
3 the property or business of corporations, such  receivers,
| 4. trustees; or assignees shall make returns for such corporations
5 in:the same manner and form as corporations are required
6' to make returns. Any tax due on the basis of such returns
7 made by receivers, trustees, or-assignces shall be collected in
8 the same manner as if collected from the corporations of
9 whose business or property they have custody and control.
10 b} CoxsoLipATED REFoRNS—Ter provision as to
11 eonsolidated returns of offiliated eorperations; see seetien
12 43
13 SEC. 53. TIME AND PLACE FOR FILING RETURNS.
14 (a) TrME ror FrLINg.—
15 (1) GENERAL RULE.—Returns made on the basis.
16 ofthe calendar year shall be made on or before the 15th
17 day of March following the close of :the calendar year.
18 Returns made on-the basis of a fiscal year shall be.

19 made on or before the 15th day of the third month
20 . following the close of the fiscal year.

21 (2) ExTENsSION OF TIME.—The Commissioner
22 may grant a reasonable extension of time for filing.
23 returns, under such rules and regulations as he shall

24 prescribe with the approval of the Secretary. Except

I T T ===
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in the case of taxpayers who are abroad, mo- such
extension shall be for more than six months.
(b) To WHOM RETURN MADE.—

(1) INprvinuALS.—Returns (other than cor-
poration returns) shall be made to the collector for
the district in which is located the legal residence or
principal place of business of the person makmg the
return, or, if he has no legal residence or principal place
of business in the United States, then to the collector at
Baltimore, Maryland.

(2) CorroRATIONS.—Returns of corporations
shall be made to the collector of the district in which is
located the principal place of business or principal office
or agency of the corporation, or, if it has no principal
place of business or principal office or agency in the
United States, then to the collector at Baltimore,
Maryland.

SEC. 5. RECORDS AND SPECIAL RETURNS.,
(a) BY TAxPAYER.—Every person liable to any tax
imposed by this title or for the collection thereof, shall keep

such records, render under oath such statements, make such

| returns, and comply with such rules and regulations, as the

Commissioner, with the approval of the Secretary, may from

time to time prescribe.



© W =3I & O e W N =

g T Y
-] & St b e N = O

59

(b) To DETERMINE LIABILITY TO TAX.—Whenever
in the judgment of the Commissioner necessary he may
require any person, by notice served upon him, to make a
return, render under oath such statements, or keep such
records, as the Commissioner deems sufficient to show
whether or not such person is liable to tax under this title.

(¢) INForMATION AT THE SBOURCE—For require-
ment of statements and returns by one person to assist in
determining the tax liability of another person, see sections
147 0 150 146 to 149.
SEC. §5. PUBLICITY OF RETURNS.

Returns made under this title shell be epen to inspeetion
in the same manner; 0 the same extent; and subjeet to the
same provisions of law; ineluding penaliies; as reltirns made
under Title IT of the Reventio At of 10364 and all returns
made uader this Aet after June 16; 1933; shall eenstitute
publie reeords and shell be oper to publie exemination and
inspeetion to suel extent as chell be authorized in rules and
regulations promulgated by the President:

(a) Returns made under this title upon which the tax
has been determined by the- Commissioner shall constitute
public vecords and shall be open to public examination and
inspection under rules and regulations promulgated by the
Secretary and approved by the President, Whenever a
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refurn- is open to the inspection of any - person .a cértiﬁed

copy thereof shall, upon requast, be furnished to any person

- under rules and regulations prescribed by the Commissioner

with the approval of the Sceretary. The Commissioner may
prescribe a reasonable fee for furnishing such copy.

(b) (1) The Secretary and any officer or employes
of the Treasury Department, upon request from the Com~
mittee on Ways and Means of the House of Representatives,

+ the Committee on F'inance of the Senate, or a select com~

mittee of the Senate or. House specially authorized to investi~ -
gate returns by a resolution of the Senate or House, or a-
joint commattee so authorized by concurrent resolution, shall
furnish such committee sitting. in executive session with any
data of any character contained in or shown by any return.

() Any such committee shall have the right, acting:
directly as a commitlee,.or by or through such examiners
or agenls as it may designate or appoint, to inspect any:
or all of the returns at such times and in such manner as:
it may determine. \

(3) Any relevant or useful information thus obtained
may be submitted by the commiltee obtaining it to the Sen-
ate or the House, or to both the Senate and the House, as -
the case may be.

(¢) The Commissioner shall as soon as practicable’
in each year cause to be prepared and made available to
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public- inspection in --such -manner as' he may determine,
-in-the office of the collector in cach internal-revenue district
.and in such other places as he may determine, lists contain-
ing ‘the -name and the post-office address of ‘each person
‘making an income-taz return in such district,
'SEC. 56. PAYMENT OF TAX,

(a) TiMe or PAaYMENT.—The total amount of tax
imposed: by this title shall be paid on the fifteenth day of
March following the close of the calendar year, or, if the
return shotld be made on the basis of a fiscal year, then on |
the fifteenth day of the third month following the close of
the fiscal year, |

(b) INsrALLMENT PAYMENTS.—The taxp#yer may
elect to pay the tax in four equal installments, in which case
'the first installment shall be'paid on the date prescribed: for
the payment of the tax by the taxpayer, the second install-

» ment shall;-be paid-on the ﬁfteénth day of the third month,

~the third installment on the fifteenth day of the sixth month,

and the fourth installment on the fifteenth day of the ninth

‘month, after such date. If any instaliment is not paid on or

‘before the date fixed for its payment, the whole-amount of

‘the tax’ unpaid shall be paid upon notice and demand from
the collector, ‘

+ (o) “ExTeNsioN’ oF TiMB POR PAYMENT.—At the

- roquest ‘of the' taxpayer, the' Commissioner may extend the
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time for payment of the amount determined as the tax by
the taxpayer, or any instal]xhent thereof, for a period not to
exceed six months from the date prescribed for the payment
of the tax or an installment thereof. In such case the amount
in respect of which the extension is granted shall be paid on
or before the date of the expiration of the period of the
extension.

(d) VOLUNTARY ADVANCE PAYMENT.—A tax im-
posed by this title, or any installment thereof, may be paid,
at the election of the taxpayer, prior to the date presdribed
for: its payment.

(e) ApvANCE PAYMENT IN CASE OF JBOPARDY.—
For advance payment in case of jeopardy, see section 446
145.

(f) Tax WrrHHELD AT S0oURCE.—For requirement
of withholding tax at the source in the case of nonresident
aliens and foreign corporations, and i the ease of se-called
£ tax-free eovenant bonds 2= see sections 143 and 144 142
and 143. Lo

(g) FrAcTIONAL PARTS OF CENT.—In the payment
of any tax under this title a fractional part of a cent shall
be disregarded unless it amounts to one-half cent or more,
in which case it shall be increased to 1 cent.

. (h) Recerers.—Every collector to whom any pay:
ment of any income tax is made shall upon request give to
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the person making such payment a full written or printed
receipt therefor. siating the emount peid and the particulas
aooount for which such payment was mode; and whenever
any debtor peys taxes on aeeount of payments made or to be
made by him to ceparate ereditors the eolleetor shall; if
requested by sueh debior; give a separate reeeipt for the tax
paid on aceount of each erediter in sueh form that the debter
ean eonveniently produce sueh reeeipto separately to his sev-
erel ereditors in sotisfaction of their respeetive demands up bo
the ameunts steted in the reeeipte; and sueh reeeipt shall be

- suffieient evidenee in favor of sudh deblor to justify him in

withhelding from his next payment te bis ereditor the araount
therein stated; but the erediter may; upon giving to his
debtor o full written reccipt acknowledging the poyment o
him of any sume aectually paid end aecepting the ameunt of
tax paid as aforosaid {speeifying the same) a8 o farther
satisfeetion of the debt to that ameunt; require the surrender
to him of such eolleetor’s reeeipt:
SEC. 57. EXAMINATION OF RETURN AND DETERMINA.
TION OF TAX.

As soon as practicable after the return is filed the Com-

missioner shall examine it and shall determine the correct

amount of the tax,
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BEC. $3. ADDITIONS TO' TAX AND-PENALTIES. .
{a) For additions to the tax in-case of no’gligénoe- or

~ fraud - in the ‘nonpayment. of tax or failure to file-return

therefor, see Supplement' M.
(b) For criminal penalties for nonpayment of tax: or
failure to file return therefor, see section 346 144,

~SEC. 59. ADMINISTRATIVE PROCEEDINGS.

For administrative proceedings in respect of the non-

- payment or overpayment of a tax imposed by this title, see

- as follows:

(a) -Supplement L, relating to assessment and collec-
tion of deficiencies.

(b) Bupplement M, relating-to interest and additions
to tax, |

(6) Supplement "N, relating to- claims: against trans-

' ferees-and fiduciaries.

* (d) Supplement O, relating to overpayments.
Part VI—Miscellancous ‘Provisions
SEC. 61. LAWS MADE APPLICABLE,
All administrative, spocial, or stamp provisions of law,

- inoluding the law relating to the assessment of taxes, so far
" a8-applieable, ‘are hereby: extended to and made a part.of

this title.
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SEC. 62. RULES AND REGULATIQNS. o
The Commissioner, with the approval of the Secretary,
shall prescribe and publish all needful rules and regulations
for the enforcement of this title.
8EC. 83. TAXES IN LIEU OF TAXES UNDER 1928 1932 ACT.
The taxes imposed by this title shall be in lieu of the
corresponding taxes imposed by the seations ef the Revenue
Avob of 1028 bearing the same numbers Revenue Act of 1952.
SEC. 64. SHORT TITLE.
This title may be cited as the “Income Tax Act of
1983 1934.”
BEG. ¢, EFFECTIVE DATE OF TIHLE.
This title shall take effcet as of January 1; 1033; except
on the ennetment ei this Ae&
SUBTITLE C—SUPPLEMENTAL PROVISIONS
Supplement A—Rates of Tax
(Supplementary to Subtitle B, Part I]
SEG- 10L GAFM NET GAINS m LOSSES.
{e) m B¢ CASB op Gﬂw Npp Ganv—In the

'easeefanym-payer;ethenhansgorpemma;whefermy

‘m}wmamm@mm

defined in thip soskion); thero shall, ok tho clostion of the
taxpayer; bo loviod; collocied; and poid; in liou of all othor
J. 53052—5
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taxes imposed by this title; o tax determined ae follows:
A pastiol tax chall first bo comptod upon tho besis of the
erdinary et ineome b the ratos and in the manner a8 if this
section bad not been enncted and the totel tax shell be this
amount plus 134 por ventum of the eapital not gain:

{b)} Tax 2¥ CABB op Carizrlh Nuz Loss—In the
ease of any taxpayer; other than o eorperation; whe for any
taxablo year sustains o eapital net loss {as hereinafter dofined
in this seetion); there shall be lovied; colleotod; and paid; in
Liew of all ether taxes imposed by this title; o tax determined
as folows: A partial tax shall first be eomputed upen the
basis of the erdinery met ineomo b the rates and in the
manner 66 if this seetion had net been enacted; and the total
tax shall be this ameunt minus 13} per eentusm of the eapitel
net lose but in ne ease shall the tax of a taxpayer whe hes
sustained o eapital net los bo less than the tax eomputed
witheus vegard to the provisions of this seetion:

{e} Darevrsons—For the purposes of this titlo—

) “Copital gain” means tazable gain from the
sale or exchange of capital assets econsummated afier

Deecmber 31; 1994

 ing from tho salo or exchango of eapitel assels:
a0 are allowod by sectien 33 for the purpese of com-
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puting net ineome; and are properly ellocable to or
ehargoable against cepiial emets sold er exchanged
during the lazable year:
ollowed by seetion 33 other then eapitel losses and
capital dodueti

{6} “Cepital net gain™ means the exeess of the
total amount of eapital gain over the sum of (A} the
copitel doductions and capitel losses; phus (B the
ameunt; if any; by whieh the ordinary deduetions
capital gaing:

{6) “Coapital net lose™ means the exeess of the
sum of the eapital lossen plus the eapital deduetions
over the total ameunt of eapilal gein
ineome; oomputed in accordance with the previsions
of this title; after excluding oll items of eapitel goin;
capital los; aad enpiial deduesions: |

{8} “Copitel ascele” monns property held by
the taxpayer for more than twe yoars {whether or net

 oonneeted with his trede or businese); but dees net

inelude steek in trade of the laxpayer or other property
of o kind which woeuld preperly be included in the

inventory of the taxpayer if on hand of the elese of
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the taxable year; or property held by the texpayer
prismesily for salo in the coutse of his trade or business:
For the purpeses of this definition—
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{4} In determining the peried for whiech the
tanpayer bas held property received on en ex-
ehange there shell be included the period for which
he held the property enchanged; if under the pro-
vigions of seeiion 113; the property reeeived has;
for the purpese of determining gain or loss from a
gale or exchange; the same besis in whele er in
port in his hands a6 the proporsy oxchanged:

B} In determining the period for whieh the
taxpoyer hos held proporiy however aoquired there
shall be ineluded the period for whieh sueh prep-
erty wed held by any eother pereon; H under the
provisions of seckion 113, suoh property has; for
the purpese of determining gein or loas from a sale
or oxehangoy the same basis ip whele or in part

in his hands a3 it would have in the hasds of such

other person

46) In dotermining the period for whick the
{axpayer has held stoek or noeurition recoived upen
o distribution where no gein i reeognised tfo

. 4@} of this Aet or the Revenue Act of 1938; there
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shall be ineluded the peried for whieh he held e
stoek or seearitios in the distributing eerperation
prior to the reecipt of the stock or socurition upon

(B} In determining the period for which the
tanpayer has held siock or soourition the acquisition
of which 4or the conirash or opsion to aequire
which) resulied in the nondeduetibility -{under
seetion 118 of this Aet or the Revenue Aet of
1998; relating o wash sales) of the lose from the
salo or other dispesition of subsantially identieal
stock or seetrities; there hall be ineluded the
period for which he held the steelt or seeurities the
lose fromn the sale or other dispesition of which wes
not deduetible:

1d) CornorioN A¥p PARMNE oF Tak—The iole]
tex detormined under subseetion {a) er {b} shall be eol-
leoted and paid in the seme menner; ab the same {ime; and
subjeet to the saine previsions of law; inclading pennliies; ae
SEC. 102, SALE OF MINES AND OIL OR GAS WELLS.

{a)- In the ease of o bena fide sale of minss; eil or gas
wells; or any interest therein; where the prineipel valuo of
tho preperiy has been domonsirated by prepeeting .or
exploration aad disoovery work done by the taxpayer the
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portion of the tax impesed by seetion 12 of this title attrih-
wiable {0 sueh sale shell net exceed 16 per eentum of the
seHing priee of sueh property or interest:

{b) For limitation to 134 per eentum rote of tax;
see seetien 101-
SEC. 103 101. EXEMPTIONS FROM TAX ON CORPORATIONS.

The following organizations shall be exempt from
taxation under this title—

(1) Labor, agricultural, or horticultural organi-
zations;

(2) Mutual suvings banks not having a capital
stock represented by shares;

(3) Fraternal bencficiary societics, orders, or
associations, (A) operating under the lodge system or
for the exclusive benefit of the members of a fraternity
itself operating under the lodge system; and (B) pro-
viding or the payment of life, sick, accident, or other
benc.its to the members of such society, order, or
as§0ciation or their dependents;

(4) Domestic building and loan associations sub-
stantially all the business of which is confined to mak-
ing loans to members; and cooperative banks without
capital stock organized and operated for mutual

purposes and without profit;



Y ® 3 & Ot B WO N -

e T~ T T
W T & v o W v O

19

71

(5) Cemetery companies owned and operated
exclusively for the benefit of their members or which
are not operated for profit; and any corporation char-
tered solely for burial purposes as a cemetery corpora-
tion and not permitted by its charter to engage in any
business not necessarily incident to that purpose, no
part of the net earnings of which inures to the benefit
of any private shareholder or individual;

(6) Corporations, and any community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientifio, literary, or educa-
tional purposes, or for the prevention of cruelty to
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or individual, and no substantial part of the aclivities of
which is participation in partisan politics or is carrying
on propaganda, or otherwise attempting, to influence
legislation;

(7) Business leagues, chambers of commerce,
real-estate boards, or boards of trade, not organized for
profit and no part of the net earnings of which inures
to the benefit of any private shareholder or individual;

(8) Civic leagues or organizations not organized

for profit but operated exclusively for the promotion of
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- social welfare, or local associations of employees, the

membership of which is limited to the employees of a
designated person or persons in a particular munici-
pality, and the net earnings of which are devoted
exclusively to charitable, educational, or recreational
purposes;

(9) Clubs organized and operated exclusively for
pleasure, recreation, and other nonprofitable purposes,
no part of the net carnings of which inures to the
benefit of any private shareholder;

(10)" Benevolent life insurance associations of «
purely local character, mutual ditch or irrigation com-
panies, mutual or cooperative telephone companies, or
like organizations; but only if 85 per centum or more of
the income consists of amounts collected from members
for the sole purpose of meeting losses and expenses;

(11) Farmers’ or other mutual hail, cyclone,
casualty, or fire insurance companies or associations
(including interinsurers and reciprocal underwriters)
the income of which is used or held for the purpose of
paying losses or expenses;

(12) Farmers’, fruit growers’, or like associa-
tions organized and operated on a cooperative basis
(a) for the purpose of marketing the products of mem-

bers or other producers, and turning back to them the
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proceeds of sales, less the necessary marketing expenses,
- on the basis of either the quantity or the value of the
products furnished by them, or (b) for the purpose of
purchasing supplies and equibment for the use of mem-
bers or other persons, and turniug over such supplies
and equipment to them at actual cost, plus necessary
expenses, [Exemption shall not be denied any such
association hecause it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal rate
of interest in the State of incorporation or 8 per centum
per annum, whichever is greater, on the value of the
consideration for which the stock was issued, and if
substantially all such stock (other than nonvoting
preferred stock, the owners of which are not entitled
or permitted to participate, directly or indirectly, in
the profits of the association, upon dissolution or other-
wise, beyond the fixed dividends) is owned by pro-
ducers who market their products or purchase their
supplies and equipment through the association; nor
shall exemption be denied any such association because
there is accumulated and maintained by it a reserve
required by State law or a reasonable reserve for any
necessary purpose. Such an association may market
the products of nonmembers in an amount the value

.of which does not exceed the value of the products
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marketed for members, and may purchase supplies and
equipment for nonmembers in an amount the value of
which does not exceed the value of the supplies and
equipment purchased for members, provided the value
of the purchases made for persons who are neither
members nor producers does not exceed 15 per centum
of the value of all its purchases;

Neither shall any such association be denied exemp-
tion because it does not keep ledger accounts with non-
members of the business it transacts with such nonmem-
bers, but it shall only be required to keep such records
of its business with nonmembers as will show the actual
business done with such nonmembers: dnd provided
further, That the profits, if any, derived from ils busi-
ness with nonmembers in any fiscal year of the associa-
tion shall be allowed to remain in the business of the
association, subject to the right of such monmember to
use lus share upon a patronage basis to qualify as a
member of the association: Provided further, That busi-
ness done for the Federal Government or any of s
agencics shall not be considered as nonmember business
within the meaning of this Act.

(18) Corporations organized by an association
exempt under the provisions of paragraph (12), or

members thereof, for the purpose of financing the
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ordinary crop operations of such members or other pro-
ducers, and operated in conjunction with such associa-
tion. Exemption shall not be denied any such corpora-
tion because it has capital stock, if the dividend rate
of such stock is fixed at not to exceed the legal rate
of interest in the State of incorporation or 8 per centum
per annum, whichever is greater, on the value of the
consideration for which the stock was issued, and if
substantially all such stock (other than nonvoting pre-
ferred stock, the owners of which are not entitled or
permitted to participate, directly or indirectly, in the
profits of the corporation, upon dissolution or other-
wise, beyond the fixed dividends) is owned by such
association, or members thercof; nor shall exemption
be denied any such corporation because there is accu-
mulated and maintaincd by it a reserve required by
State law or a rcasonable reserve for any necessary
purpose;

(14) Corporations organized for the exclusive pur-
pose of holding title to property, collecting income
therefrom, and turning over the entire amount thereof,
less expenscs, to an organization whiich itself is exempt

from the tax imposed by this title;
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vided in the Federal Farm Loan Ael; as amended:

(15) Corporations organized under Act of Con-
gress, if such corporations are instrumentalities of the
United States and if, under such Act, as amended and
supplemented, such corporations are exempt from
Federal income tazes;

(16) Voluntary employees’ beneficiary associa-
tions providing for the payment of life, sick, accident,
or other benefits to the meﬁlbers of such association or
therr dependents, if (A) no part of their net earnings
inures (other than through such payments) to the bene-
fit of any private shareholder or individual, and (B)
85 per centum or more of the income consists of
amounts collected from members for the sole purpose
of making such payments and meeting expenses;

(17) Teachers’ retirement fund associations of a
purely local character, if (A) no part of their net 'earn-
ings inures (other than through payment of retirement
benefits) to the benefit of any private shareholder or
individual, and (B) the income consists solely of
amounts received from public taxation, amounts
received from assessments upon the teaching salaries of

members, and income in respect of investments.
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SEG, 10 ACCUMULATION OF SURPLUS TO EVADE INTER-
NAL-REVENUE TAXES.

{8} ¥ eny eorporation; however orented or organised;
is formed or availed of for the purpese of preventing the
#mpesition of any internal-rovenue tax upor its chaveholders
meeuinulate instead of being divided or distribuved; there shell
be levied; eollected; and paid for each texable year apom
the net ineome of sueh eorporation a tax equal to 5O per
eenttm of the ameunt thercof; whiek shall be in additien
to the tax impesed by seetion 13 and shell be eemputed;
eollected; and puid upon the same basis end in the wame
manner and subjees to the same provisions ef low; ineluding.
penalttes; as thab tax:

SEC. 102. SURTAX ON CORPORATIONS IMPROPERLY ACCUMU.
LATING SURPLUS.

(a) InposiTioN OF TaX.—There shall be levied, col-
lected, and paid for cach taable year upon the adjusted net
income of every corporation (other than a personal holding
companyy as defined in section 351) if such corporation,
however created or organized, is formed or availed of for
the purpose of preventing the imposition of the surtax upon
is shareholders or the sharcholders of any other corporation, -

through the medium of permitling gains and profits to accu-



© ® I D Or B W N

[ 2N T (R R N R R N . T S S S O T - T =Y
B W N = O W W A1 e W D = O

8

mulate instead of being divided or distributed, a surtas equal

to the sum of the following:
| (1) 25 per centum of the amount of the adjusted
net income not in excess of $100,000, plus
(2) 35 per centum of the amount of the adjusted
nel income in excess of $100,000.

(b) PriMa Facie EviDENCE—The fact that any
corporation is a mere holding or investment company, or
that the gains or profits are permitted to accumulate beyond
the reasonable needs of the business, shall be prima facie evi-
dence of a purpose to eseape any internal-revenue tax avoid
surlaz.

{e} As used in this seetion the term ~ net ineeme =
means the neb ineome o5 defined in seetion 24; inercased by
the sum of the amount of the dividend deduetien ellowed
under seetion 23{p} and the ameount of the interest om
ebligations of the United Stetes issued aficr September L;
191%; whieh would be subjeet to tax in whele or in part
in the bands of an individual owner:

(¢c) DEFINITION OF “ADJUSTED NET INCOME” . —
As used in this section, the term ‘‘ adjusied net income’
means the net income increased by the amount of the dividend
deduction allowed under section 23(p), but diminished by

the amount of dividends paid during the tazable year.
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(d) PayMENT OF SURTAX ON PRO RATA SHARES.—
The tax imposed by this section shall not apply if all the
shareholders of the corporation include (at the.time of filing
their returns) in their gross income their entire distributive
pro rata shares, whether distributed or not, of the net ineeme
“ adjusted net income” of the corporation for such year.
Any amount so included in the gross income of a share-
holder shall be treated as a dividend received. Any subse-
quent distribution made by the corporation out of the earn-
ings or profits for such taxable year shall, if diswributed to
any shareholder who has so included in his gross income his
distributive pro rata share, be exempt from tax in the
amount of the share so included.

(¢) Tax oN PERSONAL HoLDING CoMpANIES.—For
surtaz on personal holding companies, see section 351.

SEC. 103. RATES OF TAX ON CITIZENS AND CORPORATIONS OF
CERTAIN FOREIGN COUNTRIES.

Whenever the President finds that, under the laws of
any foreign country, citizens or corporations of the United
States are being subjected to discriminatory or extraterri-
torial taxes, the President shall so proclaim and the rates of
tax imposed by sections 11, 12, 13, 201(b), and 204(a)
shall, for the taxable year during which such proclamation

18 made and for each tazable year thereafter, be doubled in
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the case of each citizen and corporation of such foreign
couniry; but the taz at such doubled rate shall be considered
as imposed by section 11, 12, 13, 201(b), or 204(a), as
the case may be. In no case shall this section operate to
increase the taxes imposed by such 3ectipps (computed with-
out regard to this section) to an amount in excess of 80 per
centum of the net income of the taxpayer. Whenever the
President finds that the laws of any foreign country with -
respect to which the President has made a proclumation
under the preceding provisions of this section have been
modified so that discriminalory and extraterritorial taces
applicable to citizens and corporations of the United States
have been removed, he shall so proclaim, and the provisions
of this section providing for doubled rates of tax shall not
apply to-any citizen or corporation of such foreign country
with respect to any tazable year beginning after such
proclamation 13 made.

SEG: 106 TAXABLE RERIOD EMBRACING YEARS WITH
DHEERENT LAWS,

I it is neeessary to ecompute the tux for a period begin-
ning in one ealendar year -{hereinafbor in this seetion eelled
year—} end the law epplicable to the veeond ealendar yeor
i8 different from the luw applieablo o the first emendar yeor;
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second ealendar year chall bo in the sum of: (1) the same
proporiion of a tax for the entire peried; determnined under

+he law applicable to the firet ealendar year and at the rates

the fimst calendar year is of the entire period: and {2) the

satne proportien of a tax for the entire period; determined

under the law applicable to the seeond ealendar yoor and at

the rabes for such year; which the portien of sueh peried

folling within the seeond enlendns year is of the entire period:

Supplement B—Computation of Net Income

[Supplementary to Subtitle B, Part II]

SEC. 111. DETERMINATION OF AMOUNT OF, AND RECOG-
NITION OF, GAIN OR LOSS.

(a) COMPUTATION OF GAIN OR LOss.—XExeeph 8
hercinafter provided in this seetion; the The gain from the
sale or other disposition of property skall be the excess of the
amount realized therefrom over the adjusied besiy previded in
section 113 (b) for determining guin, and the loss shall be
the excess of sueh the ;1djusl('d basis provided in such seclivn
for determining loss over the amount realized.

(h) AmounT REALIZED.—The awcunt realized from
the sale or other dispusition of property shail be the suin of

any money received plus the fair market value of the

property (other than money) received.

J. 53052——6
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' (¢) RECOGNITION OF GAIN 0B Loss.—In the case of
a sale or exchange, the extent to which the gain or loss
determined under this section shall be recognized for the
purposes of this title, shall be determined under the provi-
sions of secticn 112. |

(d) .INSTALLMENT SaLks.—Nothing in this sec-
tion shall be construed to prevent (in the case of property
sold under contract providing for payme'nt in installments)
the taxation of that portion of any installment payment
representing gain or profit in the year in which such pay-
ment is received.

SEC. 112 RECOGNITION OF GAIN OR LOSS.

(a) GENERAL RuLe.—Upon the sale or exchange of
property the entire amount of the gain or loss, determined
under section 111, shall be recognized, except as hereinafter
provided in this section.

(b) ExonanNeEs SoLELY IN KIND.—

(1) PROPERTY HELD FOR PRODUCTIVE USE OR
INVESTMENT.—No gain or loss shall be recognized if
property held for productive use in trade or business
or for investment (not including stock in trade or other
property held primarily for sale, nor stocks, bonds,
notes, choses in action, certificates of trust or beneficial
interest, or other securities or evidences of indebtcdness

or interest) is exchanged solely for property of a like
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kind to be held either for productive usc in trade or
business or for investment.

(2) STOCK FOR BTOUK OF BAME CORPORA-
TION.—No gain or loss shall be recognized if common
stock in a corporation is exchanged solely for common
stock in the same corporation, or if preferred stock in a
corporation is exchanged solely for preferred stock in
the same corporation.

(3) Srock ror STOCK ON REOBGANIZATION.—
No gain or loss shall be recognized if stock or securi-
ties in a corporation a party to a reorganization are, in
pursuance of the plan of reorganization, exchanged
solely for stock or securities in such corporation or in
another corporation a party to the reorganization.

(4) SAME—QGAIN OF COBPORATION.—No gain
or loss shall be recognized if a corporation a party to a
reorganization exchanges property, in pursuance of the
plan of reorganization, solely for stock or sccurities in
another corporation a party to the reorganization.

(5) TRANSFER T0 CORPORATION CONTROLLED
BY TBANSFEROR.—No gain or loss shall be recognized
if property is transferred to a corporation by one or more
persons solely in exchange for stock or securities in such
corporation, and immediately after the exchange such

person or persons are in control of the corporation; but

el

B i ot
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in the case of an exchange by two or more persons this
paragraph shall apply only if the amount of the stoek
and securities received by each is substantially in pro-
portion to his interest in the property prior to the
exchange.
(c) GAIN FROM EXCHANGES NOT SOLELY IN KIND.—

(1) If an exchange would be within the provi-
sions of subsection (b) (1), (2), (3), or (5) of this
section if it were not for the fact that the property
received in exchange consists not only of property per-
mitted by such paragraph to be received without the
recognition of gain, but also of other property or money,
then the gain, if any, to the recipient shall be recog-
nized, but in an amount not in excess of the sum of such
money and the fair market value of such other property.

(2) If a distribution made in pursuance of a plan
of reorganization is within the provisions of paragraph
(1) of this subsection but has the effect of the distri-
bution of a taxable dividend, then there shall be taxed
as a dividend to each distributce such an amount of
the gain recognized under paragraph (1) as is not in
excess of his ratable share of the undistributed earnings
and profits of the corporation accumulated after Feb-

ruary 28, 1913. The remainder, if any, of the gain
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recognized under paragraph (1) shall be taxed as) a
gain from the exchange of property.

(d) SAME—GAIN oF CORPORATION.—If an ex-

change would be within the provisions of subsection (b)
(4) of thisscction if it were not for the fact that the property
received in exchange consists not only of stock or securities
permitted by such paragraph to be received without the
recognition of gain, hut also of other property or money,

then—

(1) If the corporation receiving such other prop-
erty or money distributes it in pursuance of the plan
of reorganization, no gain to the corporation shall be
recognized from the exchange, but

(2) If the corporation receiving such other prop-
erty or money does not 'distribute it in pursuance of the
plan of reorganization, the gain, if any, to the corpora-
tion shall be recognized, but in an amount not in exoess
of the sum of such money and the fair market value of
such other property so received, which is not so
distributed.

(e) Loss FroM ExcHaNGEs Nor SOLELY IN

22 KinD.—If an exchange would be within the provisions of

23

subsection (b) (1) to (5), inclusive, of this section if it

24 were not for the fact that the property reccived in exchange
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consists not only of property permitted by such parzigraph
to be received without the recognition of gain or loss, but
also of other property or money, then no loss from the
exchange shall be recognized.

(f) InvoLUNTARY CONVERSIONS.—If property (as a
result of its destruction in whole or in part, theft or seizure,
or an exercise of the power of requisition or condemnation,
or the threat or imminence thereof) is compulsorily or
involuntarily converted into property similar or related in
service or use to the property so converted, or into money
which is forthwith in good faith, under regulations pre-
scribed by the Commissioner with the approval of the Sec-
retary, expended in the acquisition of other property similar
or related in service or use to the property so converted, or
in the acquisition of control of a corporation -owning such
other property, or in the establishment of a replacement
fund, no gain or loss shall be recognized. If any part of the
money is not so expended, the gain, if any, shall be recog-
nized, but in an amount not in excess of the money which
is not so expended.

{g) DisanmBuaioN oF S30ck 6N REORGANMIZA-
groN—I there iy distributed; in pursusneo of o plan: of
reorganization; to & sharcholder in & eorporation o party to
the reorganization; steek or seeurities in sueh corporation
or in another eorporation o party to the reorgunigation;
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witheut the surrender by sueh sharcholder of stoek or seeusi-
ties in such o eorporntion; ne gein to the distributee from

the reecipt of such stoek or seeurities shall be recognized:
) Saup—ETrreer oN Eoeure DisTRiBoRIONs—
The distribution; in pursuance of a plen of reorgenisation;
by or on behalf of a corporation & party to the reorganize-
tion; of its stoek oF seeurities or stoels or seeurities in & eor
poration & party to the reorgemisation; i ne gein to the
distributee from the receiph of sueh steek or securities was
reeognized by low; shall net be considered o distribution
of earnings or profis within the meaning of seetion H5-(b}-
for the purpose of determining the tazability of subsequent
4} (9) DEFINITION OF REORGANIZATION.—As used

in this section and seetions 118 end b section 113—
(1) The term “ reorganization” means (A) a
statutory merger or consolidation -{ireluding, or (B)
the acquisition by one corporation ef in exchange solely
for all or a part of its voting stock: of at least & majerity
80 per centum of the voting stock and at least & ma-
jority 80 per centum of the total number of shares
of all other classes of stock of another eerperation; er
corporation; or of substantially all the properties of
another corporation}; ex 4B}, or (C) a transfer by

a corporation of all or a part of its assets to another
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corporation if immediately after the transfer the trans-

feror or its stockholders or both are in control of the

corporation to which the assets are transferred, or

46} (D) a recapitalization, or B} (E) a mere

change in identity, form, or place of organization,

however effected.

(2) The term “a party to a reorganization”
includes a corporation resulting from a reorganization
and includes both corporations in the case of a sequisi-
tien by eme eorperation of abt least & mejority of the
voting steek and at least o majority of the total num-
ber of shares of ell other elasses of stoek of another
eerperation « reorganization resulting from the acqui-
sition by one corporation of stock or properlies of
another.

4} (k) DErFINITION OF CONTROL.—AS used in this
section the term “ control ” means the ownership of at least
80 per centum of the voting stock and at least 80 per centum
of the total number of shares of all other classes of stock of
the corporation.

4k} (1) ForeioN CoRPORATIONS.—In determining
the extent to which gain shall be recognized in the case of
any of the exchanges or distributions (made after the date of
the enactment of this Act) described in subsection (b) (3),

(4), or (8), or described in so much of subsection (c) as
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refers to subsection (b) (3) or (5), or described in subsce-
tion (d) er{g)-, a foreign corporation shall not be considered
as a corporation unless, prior to such exchange er distrihi-
tien, it has been established to the satisfaction of the Com-
missioner that such exchange er disteibutien i3 not in pursu-
ance of a plan having as one of its principal purposes the
avoidance of Federal income taxes.
SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR
LOSS.
(a) Basis (UNADJUSTED) OF PROPERTY.-—The basis
of property shall be the cost of such property; except that—
(1) INVENTORY VALUE.—If the property should
have been included in the last inventory, the basis shall
be the last inventory value thereof.
(2) GIFTS AFIER DECEMBER 31, 1920.—If the
property was acquired by gift after December 31,
1920, the basis shall be the same as it would be in
the hands of the donor or the last preceding owner by
whom it was not acquired by gift, except that for the
purpose of deiermining loss the basis shall be the basi.;
so determined or the fair market value of the proverty
at the time of the gift, whichever 18 lower. If the facts
necessary to determine sueh basis the basis in the hands
of the donor or the last preceding owner are unknown
to the donee, the Commissioner shall, if possible,
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obtain such facts from such donor or last preceding
owner, or any other person cognizant thereof. If the_
Commissioner finds it impossible to obtain such facts,
the basis in the hands of such donor or last preceding
owner shall be the fair market value of such property
as found by the Commissioner as of the date or approx-
imate date at which, according to the best information
that the Commissioner is able to obtain, such property
was acquired by such donor or last precediﬁg owner.

(3) TRANSFER IN TRUST AFTER DECEMBER 381,
1920.—1If the property was acquired after December
31, 1920, by a transfer in trust (other than by a
transfer in trust by a bequest or devise) the basis shall
be the same as it would be in the hands of the grantor,
increased in the amount of gain or decreased in the
amount of loss recognized to the grantor upon such
transfer under the law applicable to the year in which
the transfer was made.

(4) GIFT OR TRANSFER IN TRUST BEFORE
JANUARY 1, 1921.—If the property was acquired by
gift or transfer in trust on or before December 31, 1920,
the basis shall be the fair market value of such property
at the time of such acquisition. The previsions of this
peragraph shell apply to the aequisition of such
property interests as are speeified in section 403{e) of
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the Revenue Aet of 1031; or in seetton 303{H) of
the Revenue Aet of 1034 or the Revenue Aet of 1026
frelating to property passing under pewer of appeint-
ment) regardless of the titae of aequisition-

(5) PROPERTY TRANSMITTED AT DEATH.—H
persenal property was aequired by speeifie bequest; o
i real property wao sequired by general or speeifie
devise or by intestaey; the basis shell be the fair merket
volue of the property at the time of the death of the
deeedent: If the property was eequhed by the
docedent’s estate from the decodent; the basis in the
hands of the estate shell be the fair market value of
the preperty ab the time of the death of the deeedent:
In oll other eases if the property was eequired either
by will or by intestaey; the basis shell be the fair market
value of the property ab the time of the distribution te
the texpayer- If the property was acquired by be-
quest, deise, or tinheritance, or by the decedent's
estate from the decedent, the basis shall be the fair
market value of such property at the time of such
acquisition. In the case of property transferred in
trust to pay the income for life fo or upon the order or
direction of the grantor, with the right reserved to the
grantor at all times prior to his death to revoke the
trust, the basis of such property in the hands of the
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persons entitled under the terms of the trust instrument
to the property after the grantor’s death shall, after
such death, be the same as if the trust instrument had
been a will executed on the day of the grantor’s death,
For the purpose of this paragraph property passing
without full and adequate consideration under a general
power of appointment exercised by will shall be deemed
to be property passing from the individual exercising
such power by bequest or devise.

(6) TAX-FREE EXCHANGES GENERALLY.—If the
property was aequired acquired, after February 28,
1913, upon an exchange described in section 112 (b)
to (e), inclusive, the basis shall be the same as in
the case of the property exchanged, decreased in the
amount of any money received by the taxpayer and
increased in the amount of gain or decreased in the
amount of loss to the taxpayer that was recognized
upon such exchange under the law applicable to the
year in which the exchange was made. If the property
so acquired consisted in part of the type of property
permitted by section 112 (b) to be received without
the recogniﬁon of gain or loss, and in part of other
property, the basis provided in this paragraph shall be

allocated between the properties (other than money)
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received, and for the purpose of the allocation there
shall be assigned to such other property an amount
equivalent to its fair market value at the date of the
exchange. This paragraph shall not apply to property
acquired by a corporation by the issuance of its stock
or securities as the consideration in whole or in part
for the transfer of the property to it.

(7) TRANSFERS TO CORPORATION WHERE CON-
TROL OF PROPERTY REMAINS IN SAME PERSONS.—If
the property was acquired after December 31, 1917,
by a corporation in connection with a reorganization,
and immediately after the transfer an interest or control
in such property of 50 per centum or more remained
in the same persons or any of them, then the basis shall
be the same as it would be in the hands of the trans-
feror, increased in the amount of gain or decreased in
the amount of loss recognized to the transferor upon
such transfer under the law applicable to the year in
which the transfer was made. This paragraph shall
not apply if the property acquired consists of stock or
securities in a corporation a party to the reorganization,
unless acquired by the issuance of stock or securities of

the trausferee as the consideration in whole or in part

for the transfer.
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(8) PROPERTY ACQUIRED BY ISSUANCE OF
STOCK OR AS PAID-IN SURPLUS.—If the property was
acquired after December 31, 1920, by a corporation—
(A) by the issuance of its stock or securities
in connection with a transaction described in sec-
tion 112(b) (5) (including, also, cases where
part of the consideration for the transfer of such
property to the corporation was property or
money, in addition to such stock or securities), or
(B) as paid-in .surplug or 88 & contribution

to capital, |
then the basis shall be the same as it would be in the
hands of the transferor, increased in the amount of gain
or decreased in the amount of loss recognized to the |
transferor upon such transfer under the law applicable

to the year in which the transfer was made.

ber 81; 1023; to a taxpayer in eonneehon with a
tronsuetion deseribed i seetion H3{g); the busis in
the ease of the steck in respeet of whieh the distribu-
tiop wae mnade shull be apportioned; under rules and
regulations preseribed by the Cemmissioner with the
epprovel of the Seeretary; between sueh stoel and the
stock or seeurities distributed:
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29} (9) INVOLUNTARY CONVERSION.—If the
property was aequired acquired, after February 28,

1913, as the result of a compulsory or involuntary

conversion described in section 112 (f), the basis shall
be the same as in the case of the property so con-
verted, decreased in the amount of any money received
by the taxpayer which was not expended in accordance
with the provisions of law (applicable to the year in
which such conversion was made) determining the tax-
able status of the gain or loss upon such conversion,
and increased in the amount of gain or decreased in
the amount of loss to the taxpayer reéognized upon
such conversion under the law applicable to the year
in which such conversion was made.

444} (10) WAsH SALES OF 8T0CK.—If the prop-
erty consists of stock or securities the acquisition of
which (or the contract or option to acquire which)
resulted in the nondeductibility (under section 118
of this Act or corresponding provisions of prior income
tax laws, relating to wash sales) of the loss from the
sale or other disposition of substantially identical stock
or securities, then the basis shall be the basis of the
stock or securities so sold or disposed of, increased or

decreased, as the case may be, by the difference, if any,
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between the price at which the property was scquired
and the price at which such substantially identical
stock or securities were sold or otherwise disposed of.

43} (11) PropERTY ACQUIRED DURING AFFIL-
14710N.—1In the case of property acquired by a corpo-
ration, during a period of affiliation, from a corporation
with which it was affiliated, the basis of such property,
after such period of afliliation, shall be determined, in
accordance with regulations prescribed by the Com-
missioner with the approval of the Secretary, without
regard to inter-company tramsactions in respect of
which gain or loss was not recognized. . For the pur-
poses of this paragraph, the term “ period of affiliation "
means the period during which such corporations were
affiliated (determined in accordance with the law ap-
plicable thereto) but does not include any taxable year
beginning on or after January 1, 1922, unless a con-
solidated return was made, nor any taxable year after
the taxable year 1928. The basis in case of property
acquired by a corporation during any period, in the
taxable year 1929 or any subsequent taxable year, in
respect of which a consolidated return is made by such
corporatiou under section 141 of this et or the Rev-
enue Act of 1928 or the Revenue Act of 1932, shall be
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dstermined in accordance with regulations prescribed

~ under section 141 (b) of this Aet or the Revenue Act

of 1928 or the Revenue Act of 1932. The basis in
the case of property held by a corporation during any
period, in the taxable year 1929 or any subsequent
iaxable yezir, in respect of which a consolidated rcturn
is made by such corporation under section 141 of this
et or the Revenue Act of 1928 or the Revenue Act of
1932, shall be adjusted in respect of any items relating
to such period, in accordance with regulations pre-
scribed under section 141(b) of this Aet er the
Revenue Act of 1928 or the Revenue Act of 1932,
applicable to such period.

(12) Basis ESTABLISHED BY REVENUE Acr

oF 1932.—If the property was acquired, after Febru-

~ary 28, 1913, in any tazable year beginning prior lo

January 1, 1934, and the basis thereof, for the pur-
poses of the Revenue Act of 1932 was prescribed by
section 113(a) (6}, (7), or (9) of such Act, then for
the purposes of this Act the basis shall be the same as the
basis therein prescribed in the Revenue Act of 1932.

'( 13) PARTNERSHIPS.—If the properly was ac-
quired, after February 28, 1913, by a partnership and
the basis is not otherwise determined under any of the

paragraphs (1) to (12), inclusive, of this subsection,

J. 53052—-1
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thenthebaaisshallbéthasameaaitwouldbcinlho
hands of the transferor, increased in the amount of gain
or decreased in the amount of loss recognized to the
transferor ﬂpon such transfer under the law applicable
to the year in which the transfer was made. If the
property was distributed in kind by a partnership to
any pariner, the basis of such property in the hands of
the partner shall be such part of the basis in his hands
of his partnership interest as is properly allocable to
such property.

{13} (14) PROPERTY ACQUIRED BEFORB MAROH
1, 1913.—In the case of pmpert); acquired before
March 1, 1913, if the basis otherwise determined under
this subsection, adjusted {for. the perwod prior lo
March 1, 1913) as provided in subsection (b), is
less than the fair market value of the property as of
March 1, 1918, then the basis for determining gain shall
be such fair market value. In determining the fair
market value of stock in a corporation as of March 1,
1913, due regard shall be given to the fair market value
of the assets of the corporation as of that date,
(b) ApyusTED BAsIS.—The adjusted basis for deter-

23 mining the gain or loss from the sale or other disposition of

24 property, whenever acquired, shall be the basis determined
25 under subsection (a), adjusted as hereinafter provided.
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(1) GENERAL RULE.—Proper adjustment in

respect of the property shall in all cases be made—

(A) for expenditures, receipts, losses, or
other items, properly chargeable to capital account,
including taxes and other carrying charges on unim-
proved and unproductive real property, but no
such adjustment shall be made for taxes or other
carrying charges for which deductions have been
taken by the taxpayer in determining net income
for the taxable year or prior taxable years;

(B) in respect of any period since February
28, 1913, for exhaustion, wear and tear, obso-
lescence, amortization, and depletion, to the extent
allowed (but not less than the amount allowable)
under this Act or prior income tax laws, Where
for any taxable year prior to the taxable year 1932
the depletion allowance was based on discovery
value or & percentage of income, then the adjust-
ment for depletion for such year shall be based on
the depletion which would have been allowable

for such year if computed without reference to

discovery value or a percentage of income;

(O) in respect of any period prior to March

1, 1918, for exhaustion, wear and tear, obsoles-
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oence, amortization, and depletion, to the extant
sustained ; - .

(D) in the case of stock (to the extent not
provided for in the foregoing subparagraphs) for
the amount of distributions previously made
which, under the law applicable to the year in
which the distribution was made, either were tax-
free or were applicable in reduction of basis (not
including distributions made by a corporaiion,
which was classified as & personal service ‘co;-
poration under the provisions of the Revenue Act
of 1918 or 1921, out of its earnings or profity
which were taxable in accordance with the provi-

sions of section 218 of the Revenue Act of 1918

or 1921).

(2) SussTITUTED BASIS,—The term * substi-
tuted basia " as used in this subsection means & basis
determined under any provision of subsection (s) of
this section or under any corresponding provision of 8
prior income tax law, providing that the basis shall be
determined— |

(A) by reference to the basia in the hands of

a transferor, donor, or grantor, or ‘

(B) by reference to other property held at
any time by the person for whom the basis is to
be determined.

-
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Whenever it appears ihat the basis of property in the
"hands of the taxpayer is 8 substituted basis; then the
" adjustments provided in paragraph (1) of this sub-
seotion shall be made after first making in respect of

" such substituted basis proper adjustments of a similar
nature in respect of the period during which the prop-
erty was held by the transferor, donor, dr grantor, or

| duﬁng which the other property was held by the person
for whom the basis is to be determined. A gimilar rulo
shall be applied in the case of a series of substituted

bases.

sic. 114. BASIS FOR DEPRECIATION AND DEPLETION. |
(a) Basis For DrPRECIATION.—The basis upon
which exhaustion, wear and tear, and obsolescence are to
be allowed in respect of any property shall be the adjusted
basis provided in section 113 (b) for the purpose of deter-
mining the gain er less upon the sale or other disposition

of suoh property.

(b) Basis POB DEPLETION.—

(1) GeNERAL RULER.—The basis upon which de-
pletxon is to be allowed in respect of any property shall
bo the adjusted basis provided in section 113 (b) for
the purpose‘of determining the gain er less upon the sale
of other disposition of such property, except as provided |
in paragraphs (2), (3), and (4) of this subsection.
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(2) Discovery VALUR IN OASE OF MINES,—
In the case of mines (other than motal, coal or sulphur
mines) discovered by the taxpayer after February 28,
1918, the basis for deplction shall be the fair market
value of the property at the date of discovery or within
thirty days thereaftor, if such mines were not aoquired
as the result of purchase of a proven tract or lease, and
if the fair market value of the property is materially
disproportionate to the cost. The depletion allowance
under section 23(m) based on discovery value pro-
vided in this paragraph shall not exceed 50 per centum
of the net income of the taxpayer (computed without
allowance for depletion) from the property upon which
the discovery was made, except that in no case shall
the depletion allowance under section 23(m) be less
than it would be if computed without reference to dis-
covery value, Discoveries shall include minerals in
commercial qmnﬁties contained within a vein or de-
posit discovered in an existing mine or mining tract
by the taxpayer after February 28, 1913, if the vein
or depo::t thus diéoovered was not merely the un-
interrupted extension of a continuing commercial vein ‘
or deposit alrcady known to exist, and if the dis-
covered minerals are of sufficient value gnd quantity
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that ‘they could be separately mined and marketed at

© a profit, -

(8) PEROENTAGE DEPLRTION FOB OIL AND GAS
WELLS.—In the case of oil and gas wells the allowance
for depletion under section 23(m) shall be 274 per
centum of the gross income from the property during

the taxable year, excluding from such gross income an

 amount equal to any rents or royalties paid or incurred

"by the taxpayer in respect of the property. Such .

allowance shall not exceed 50 per centum of the net
income of the taxpayer (computed without allowance
for depletion) from the property, except that in no
case shall the depletion allowance under section 23(m)
be less than it would be if computed without reference
to this paragraph. |

(4) PEROENTAGE DEPLETION FOR COAL AND

METAL MINES AND SULPHUR.—The allowance for

-depletion under section 23(m) shall be, in the case of

coal mines, 5 per centum, in the case of metal mines,

15 per centum, and, in the case of sulphur mines or de-

'posits, 23 per centuni, of the gross income from the

property during the taxable year, excluding from such

gross income an amount equal to any rents or royalties

' paid or incurred By the taxpayer in respect of the prop-
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erty, Buch allowance shall not exceed 50 per oenmm
of the net income of the taxpayer (computed without
allowance for deplotion) from the propertyrexeept thet
in wo easo shall the depletion allowanee for the ianable
year 1082 of 1033 be lece than it weuld be if computed

 without reference to this pavagreph. A laxpayer mek-

ing rotura for the taxable year 1033 shall slato in
such rohurm; as to ooch property fory if he frel
mokes return in respeet of & property for any lax-
able yeor afier the taxable year 1083; then in sueh
Gt rotira)y wholkor ho clecis to have tho deple-
tion ollowaneo for such propeniy for myocooding tax-
able years eomputed with or without referonee to
perconioge dopletion: The depletion allowanee in
mammmwmm
years shall be eompiied aceording to the eleciion thus
mode: 1 the taxpayer foils to moke such slotoment in
tho reburs; tho depletion clloweneo for sich. propeny
fermeeediagtambleyemehaﬂboeompﬂqd'w%ml
reference to porecntoge depletions During the peried
in held by the taxpayer—

A} if the hasis of the property in the hands

of the iaxpayer is; under seotion 113{a); deter-

mined by reforence to the basis in the hands of
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the trensierory donor; or geanior; then the deple-
tion allowance in respecs of the prepenty shall be
compitted with or without reference to poreontoge
deplation; accerding (o the method of computation
whieh would bave been applicable if the transferen
doner; or grantor had eontinued to hold the prep-

arty; oF
B} if the basie of the preperty is; under see-
tien 113{a)y determined by reference ta the basis
of other property previously Leld by the taxpayes
then the doplelion allowaneo in respeet of the
properiy sholl be eomputed with or withont refor-
ence to porconiage depletion; eccording to the
 method of eomputation which would have been.
applieble in respees of the properiy previeusly:
held if the taxpayer had eontinued vo hold sueh:
A tazpoyer making his first velurn under this litle in
respect of a property shall state whether he elects to have
the degletion allowance for such property for the tarable

_ year for which the rclurn is made computed with or

wilhout regard to percentage depletion, and the depletion
allowance in respect of such property for such year -
shall be compuled according to the election thus made.
If the tazpayer fails to make such statement in tha
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return, the depletion allowance for such propéfiy for
such year shall bo computed without reference lo
peiccntago depletion,  The method, delermived as
above, of compuling the depletion allowance shall be
applied in the case of the properly for all tazable
years in which it is in the hands of such tazpayer,
or of any other person if the basis of the property
(for delermining gain) in his hands is, under section
113, determined by reference to the basis in the hands
of such tazpayer, either directly or through one or
more substituted bases, as defined in that seclion.
SEC. 115, DISTRIBUTIONS BY CORPORATIONS. |
(a) DrFiNITION OF DIVIDEND.—The term * dividend ”
when ‘used in this title (except in section 208 (a) (4)

" and scction 908{e}-{+)} 207(c)(1), relating to insurance

companies) means any distribution made by a corporation
to its shareholders, whether in money or in other property,
out of its carnings or profits accumulated after February
28, 1913.

(b) Bource oF DisTRiBUTIONS.—For the purposes
of this Act every distribution is made out of earnings or
profits to the extent thereof, and from the most recently -
accumulated earnings or profits. Any earnings or profits
accumulated, or increase in value of property accrued, before -

March 1, 1913, may be distributed exempt from tax, after
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the earnings and profits accumulated after February 2§,
1918, have been distributed, but any such tax-froo. distribys
tion\shall be applied against and reduco tho adjusted basis of
the stock provided in sectiqn 113.

(0) DIBTRIBUTIONS IN LIQUIDATION.~Amounts dig-
tributed in complete liquidation of a corporation shall he
treated as in full payment in exchange for the stock, and
amounts distributed in partial liquidation of & corporation
shall be treated as in part or full payment in exchange for the

stock. The gain or loss to the distributee resulting from:
such exchange shall be determined under section 111, but'

shall be recognized only to the extent provided in section
112. Despite the provisions of section 117(a), 100 per

centum of the gain so recognized shall be taken into account'
in compulting net ir;comc. In the case of amounts distributed
(whether before January 1, 1934, or on or after such dal )
in partial liquidation (other than a distribution within the

provisions of seetien 312-(h} subsection (h) of this scclion

of stock or securitios in connection with a reorganization)
the part of such distribution which is properly chargeable -
to capital account shall not be considered a distribution of

carnings or profits within the mecaning of subsection (b)

of this section for the purpose of determining the taxability
of subsequent distributions by the corporation,

P ey,
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(d) OrEEB DisTBIBUTIONS FROM OAPITAL—If any

distribution (not in partial or complete liquidation) made by
a corporation to its shareholders is not out of increase in

value of property accrued before March 1, 1918, and is not

out of earnings or profits, then the amount of such distribu-
tion shall be applied against and reduce the adjusted basis of
tho stock provided in section 113, and if in excess of such
basis, such excess shall be taxable in the same manner as a
gain from the sale or exchange of property.

(e) DisTRIBUTIONS BY PHRSONAL SERVIOB CORPORA-
TIONS.—Any distribution made by a corporation, which was’
classified a8 & personal service corporation under the pro-
visions of the Revenue Act of 1918 or the Revenue Act
of 1921, out of its earnings or profits which were taxable'
in acoordance with the provisions of section 218 of the Revew
nue Act of 1918 or section 218 of the Rovenue Act of 1921,
shall be exempt from tax to the distributees.

(1) B1ock DivipeNDs.—A stock dividend shall not be

subject to tax.

(g) RepeMPTION OF STOOK.—If a corporation cancels
or redeoms its stock (whether or not such stock was issued
as a stock dividend) at such time and in such manner as

to make the distribution and cancellation or redemption in

whole or in part essentially equivalent to the. distribution -

K
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of a taxable dividend, the amount so distributed in redemp-
tion or cancellation of the stock, to the extent that it repye-
sents a distribution of earnings or profits accumulated after

_ February. 28, 1913, shall be treated as a taxable dividend.

(M) Disrripurign oF S8TOOK ON, RERORGANIZA-

TION—ErrEor oN Fururg DisTRIBUTIONS~The dis-

tribution before January 1, 1934, in pursuance of a plan
of reorganization, by or on behalf of G corporation. a party

lo the reorganization, of ils slock or securities or stock or
securilies in @ corporalion a party lo the trarganization, if

10 gain lo the disiributes from the reosipt of such slock or

socurilies was recognized by law, shall not be considered a
disiribution of earnings or profits within the meaning of this
seclion for the purpose of determining the tazability of sub-
sequent disiributions by the curporation. As used in this
subsection, the lerms “ reorganization” and “ party lo the
reorganization” shall have the meanings assigned to such
terms in section 112 of the Revenue Act of 1958

4k} (i) DEFINITION OF PARTIAL LIQUIDATION.—As
used in this section the term  amounts distributed in partial
liquidation ” means a distribution by a corporation in. com-
plete cancellation or redemption of a part of its stock, or one
of a series of distributions in complete cancellation or redemp-

tion of all or a portion of its stock.
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SEC. 116. EXCLUBIONS FROM GROSS INCOME,

In addition to the items specified in section 22 (b), the
following items shall not be included in gross income and
shall be exempt from taxation under this title:

(a) EarNep INcOMB FROM SOoUROBS WITHOUT
UNITED BTATES,—In the case of an individual citizen of
the United Btates, a bona fide nonresident of the United
States for more than six months during the taxable year,
amounts received from sources without the United States
(ext;ept amounts paid by the United States or any agency
thereof) if such amounts would constitute earned inceme
as defined in section 25(a) if received from sources within the
United States; but such individuel shall not be allowed as
a deduction from his gross income any deductions properly
allocable to or chargeable against amounts excluded from
gross income under this subsection. A# used in this subsee-
noi the torm £ earned ineomeZ means woges; salaries;
profossional fees; and ethor ameusis received a0 eompensa-
tion for pereonal serviecs eolually rendered; but dees not
inolude that part of the eompensation derived by the tax-
payer for persenal verviees rendered by him (o o eorporation
which represonts o disiribution of earnings or profile rether
than o reasonablo allowanee as eompensaiion for the personal
servicos aetually renderod: In the ease of o tuEpayer en-
goged in o trade er business in which both perconal serviees
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ond eapital are material incoine predueing faelors; & reason-
sble allowsnee as compensation for the pereonal serviecs
acluslly rendeored by the tampuyery neb in excess of 90 por

. contum of his shave of the net prefite of such trade or busi-

nese; shall be considered as enrned incomer

(b) TRACHERS IN ALASKA AND Hawan.—In the
case of an individual employed by Alasks or Hawaii or any
political subdivision thercof as a teacher in any educational
institution, the compensation received as such. This sub-
section shall not exempt compensation paid- directly or
indirectly by the Government of tho United States. Bub-
soetion (b} of seetien & of the Aet entitled “An Ael to pro-
vide o government for the Territory of Hawail 2
April 80; 1000; as aimended by the Aok entitled “An Aok to
ainend seetion B of the Aet entitled “An Aot (0 provide o
government for the Territory: of Hawais ; approved April 80,
10002 approved April 13; 1030 £5:8:5r Sup ¥, title 48,
see; 405-{b}]; is repealed an of Januery 1, 1083

(¢) INooME oF FoRkIGN GoveeNMENTS.—The in-

come of foreign governments received from investments in

~ the United States in stocks, bonds, or other domestic securi-

ties, owned by such foreign governments, or from interest on
deposits in banks in the United States of moneys belonging
to such foreign governments, or from any other source

within the United States.
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(1) INooME OF StaTes, MunIcIPALITIES, ETC.—
Income derived from any public utility or the exercise of any
essential governmental function and accruing to any State,
Territory, or the District of Columbia, or any political sub-
division of a State or Territory, or income accruing to the
government of any possession of the United States, or any
political subdivision thereof.

Whenever any State, Territory, or the District of
Columbia, or any political subdivision of a State or Terri-
tory, prior to September 8, 1916, entered in good faith
into & contract with any person, the object and purpose of
whfch is to apquire, construct, operate, or maintain & public
atility— | ‘

(1) If by the terms of such contract the tax
imposed by this title is to be paid out .of the proceeds
from the operation of such public utility, prior to any

- division of such proceeds between the person and
the Btate, Territory, political subdiﬁision, -or the

District of Columbia, and if, but for the imposition of

the tax imposed by this title, a part of such: proceeds for

the- taxable year would acorue directly to or for the
use of such State, Territory, ﬁolitical subdivision, or
the District of Columbisa, then a tax upon the net income
from the operation of such public utility shall be

lovied, assessed, collected, and paid in the manner
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and at the rates preseribed in‘ this title, but theye

‘shall be refunded to such State; Territary, political

subdivision, or the District of Columbia (under rules
and regulations to be prescribed by the Commissioner
with the approval of the Secretary) an amount whigh
bears the same relation to the amount of the tax as the
amount whmh (but for the imposition: of ‘the tgx

- imposed by this title) would have accrued duectly o

or for the use of such State, Territory, political sub-
division, or the District of Columbis, bears to the
amoﬁnt of the net income from the aperation of such
public utility for such taxable year, .

(2) If by the terms of such. contract no part ‘of

the procseds from the operation of the publio utility
for the taxable year would, irrespective -of the tax
 imposed by this title, accrue directly to-or for the use
- of such SW, Territory, political .subdivigion, or the

Distriot of Columbis, then the tax upon.the. net income

- of such person from the operation of such publio utility
.- ghall -be levied, assessed, collected, and paid i{n the
‘manner.and at the rates prescribed in this title.

(e): BRIDGES TO BB ACQUIRED BY STATE OR PoLITI-

23 OAL SUBDIVISION.—Whenever any State or poliﬁcﬂl\mh:

94 division thereof, in pursuance of a contract to which it is not

J053052“""8 . . R e
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1 a party entered into before the enactment of the Revenue

2 Act of 1928, is to acquire a bridge—

8
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(1) If by the terms of such contract the tax im-
posed by thistitle is to be paid out of the proceeds from
the operation of such bridge prior to any division of
such proceeds, and if, but for the imposition of the
tax imposed by this titlé, a part of such proceeds for the
taxable year would accrue directly to or for the use of
or would be applied for the benefit of such State or
political subdivision, then a tax upon the net income
from the operation of such bridge shall be levied,
assessed, collected, and paid in the manner and at the
rates prescribed in this title, but there shall be refunded
to such State or political subdivision (under rules and
regulations to be prescribed by the Commissioner with
the approval of the Secretary) an amount which bears
the same relation to the amount of the tax as the amount
which (but for the imposition of the tax imposed by
this title) would have accrued directly to or for the use
of or would be applied for the benefit of such State or
political subdivision, bears to the amount of the net
income from the operation of such bridge for such tax-
able year. No such refund shall be made unless the
entire amount of the refund is to be applied in part

payment for the acquisition of such bridge.
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(2) If by the terms of such contract no part of
* the proceeds from the operation of the bridge for the
taxable year would, irrespective of the tax imposed by
this title, accrue directly to or for the use of or be
applied for the benefit of such State or political snb-
division, then the tax upon the net income from the
operation of such bridge shall be levied, assessed, col-
lected, and paid in the manner and at the rates pre- .
seribed in this title. |
(f) Divipexp rroM “ CHINA TrRADE Aor” CoB-
PORATION.—In the case of a person, amounts distributed as

dividends to or for his benefit by a oorpomti(;n organized

"under the China Trade Act, 1922, if, at the time of such

distribution, he is a resident of China, and the equitable right
to the income of the shares of stock of the corporation is in
good faith vested in him.

(8) SHIPOWNERS' PROTEOTION AND - INDEMNITY
Ass001ATIONS.—The receipts of shipowners’ mutual protec-
tion and indemnity associations not organized for profit, and
no part of the net. earnings of which inures to the benefit of
any private shareholder; but such corporations shall be sub-
ject as other persons to the tax upon their net income from

interest, dividends, and rents.



©® ® 1 S S W B =

O O
& ©® = S

‘116
SEC. 117. CAPITAL GAINS AND LOSSES. .
(a) GENERAL RuLs—In the case of a tazpayer,
other than @ corporation, only the following percentages of
the gain or loss recognized upon the sale or exchange of a
capital asset shall be taken into account in computing net
income:
100 per cenium if the capital asset has been held
for not.more than 1 year;
80 per centum if the caprlal asset. has been held
for more thaw 1 year but not for more than 2 years;
60 per centum if the capital asset has been held
» ‘f.or more than & years but not for'j‘mare than 5 years;
40 per centum if the capetal asset has been. held for
~ more than 5 yeans but not for more than 10 Yyears;
30 per centum if the capital asset has been held
for more than 10 years. i

(b) DermITION OF CAPITAL AS8ETS—~For the pur-

* poses: of this tithe, ** capital assets” means property:held by
the tazpayer (whether or nol connected with his trade or

business), but does not includs stock in trade of the tazpayer
or other property of a kind which would properly be included
in the inventory of the tazpayer if on hand at the close of
the taxable year, or properiy held by the tavpayer primariy
for sale to customers in the ordinary course of his trade or
business.
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(¢) DETERMINATION OF PERIOD FOR WHICH HELD.—

2 For the purpose of subsection (a)—

3
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(1) In determining the period for which the tax-
payer has held property received on an exchange there
shall be included the period for which he held the prop-
erty exchanged, if under the provisions of section 118,
the property received has, for the purpose of determining
gam or loss from a sale or exchange, the same basis in
whole or in part in his hands as the property exchanged.

(2) In determining the period for which the tao-
payer has held property however acquired there shall

 be inoluded the period for which such property was held

by any other person, if under the provisions of section
118, such property has, for the purpose of delermining

gain or loss from a sale or exchange, the same basis in
x whaleorinypaninhiakandaasitwouldkm’hzthe
~ hands of such other pereon.

(8) In delermining the period for whick the tas-
payer has held slock or securities received upon @ dis-

tribution where no gain was recognized to the disiributes

under the provisions of section 112(g) of the Revenue
Act of 1928 or the Revenue Act of 1932, there shall be

. included the period for which he held the stock or secum~

ties in the distributing corporation prior to the receipt of
the stock or securities upon such distribution.
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(4) In determining the period for which the taz-

payer has held stock or securities the acquisition of
which (or the contract or oplion to acquire which) re-
-sulted in the nondeductibility (under section 118 of this
Aot or section 118 of the Revenue Act of 1928 or the
- Revenue Act of 1932, relating to wash sales) of the loss
from the sale or other disposition of substantially iden-
tical stock or securities, there shall be included the period
for which he held the stock or securities the loss from
the sale or other disposition of which was not deductible.

- (d) LimiratioNn oN CaPiTAL L088ES.~Losses from

~ sales or exchanges of capital assels shall be allowed only to

the extent of $2,000 plus the gains from such sales or

exchanges. If a bank or trust company incorporated under

the laws of the United States or of any State or Territory,
a substantial part of whose business is the receipt of
deposits, sells any bond, debenture, nole, or certificate or

* other ¢vidence of indebtedness issued by any corporation

(including one issued by a government or political sub-
division thereof), with inlerest coupons or in registered
form, any loss resulting from such sale (except such portion

of the loss as does not exceed the amount, if any, by which the

" adjusted basis of such instrument exceeds the par or face

value thereof) shall not be subject to the foregoing limitation.
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and shall not be included in determining the applicability of
such limitation to other losses.

(e) GAINS AND L0oSSES FROM SHORT SALES, ET0.—
For the purpose of this title— .

(1) gains or losses from short sales of property
shall be considered as gains or losses from sales or
exchanges of capital assets; and

(2) gains or losses attributable to the failure to
exercise privileges or options to buy or sell property
shall be considered as gains or losses from sales or
exchanges of capital assets held for one year or less.
(f) RETIREMENT OF BoNDS, ET0.~For the purposes

of this title, amounts recewed by the holder upon the relire-
ment of bonds, debentures, notes, or cerlificates or other

evidences of indebtedness issued by any corporation (includ-

ing those issued by a :government or political subdivision

thereof ), with intérest coupons or i registered form, shall be

considered as amounts received in exchange therefor.

SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECU-

RITIES.

(a) In the case of any loss claimed to have been sus-
tained from any sale or other disposition of shares of stock
or securitiez; where it appears that, within a period beginning
30 days before the date of such sale or disposition and ending
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*'80 days after such date, the taxpayer has acquired (by pur-

chase or by an exchange upon which the entire amount of
gain or loss was recognized by law), or has entered into a

contract or option 80 to acquire, substantially identical

stock or securities, then no deduction for the loss shall be

allowed. under section 23 (e) (2) ; nor shall such deduction
be allowed under section 23 (f) unless the claim is made by a

- corporation, a dealer in stocks or securities, and with respeet

to a transaction made in the ordinary course of its business.
(b). If the amount of stock or seourities acquired (or
covered by the contract or option to acquire) is less than the

.amopunt of stock .or securities sold or otherwise disposed of,
. then the particular shares of stock or securities the loss from
e

the sale orother disposition of which is not deductible shall

e determined under rules and regulations prescribed by the -

Commissioner with the approval of the Secretary.

. (o) H the amount of stock or securities acquired (or
covered by the contract or option to acquire) is not less
than the-amount of stack or securities sold or otherwise dis-
posed of, then the particular shares of stock or securities the

acqhisition of which (or the contract or option to aocquire
‘which) resulted in the nondeductibility of the loss shall be
-determined under rules and regulations prescribed by the

Commissioner with the approval of the Secretary.
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1 ~ 8EC. 119. INCOME FROM SOURCES WITHIN UNITED STATES.

2

‘ (2) Gross Izmbmn FroMm Sources IN UNITED

3 Srares.—The following items of gross income shall be

4 treated as income from sources within the United States: -

(1) InTRREST.—Interest from the United States,

any Territory, any political subdivision of a Territory,
" or the District of Columbia, and interest on bonds, notes,
or other interest-bearing obligations of residents, corpo-

rate or otherwise, not including—

(A) interest on deposits with persons carry-
ing on the. banking business paid to persons not
engaged in business within the United States and
not having an office or place of business therein, or

" (B) interest received from a resident alien
individual, a resident foreign. corporation, or a
domestio corporation, When it is shown to the satis-

faction of the Commissioner that less than 20 per

“centum of the gross income of such resident payor
" or domestio corporation has been derived from
sources within the United States, as determined

under the provisions of this section, for the three-
year period ending with tﬁo close of the taxable
year of such payor pre@ﬁng the payment of such
interest, or for such part of such period as may be

~ applicable, or
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(C) income derived by a foreign central
bank of issue from bankers’ acceptances;

(2) DivipeNps.—The amount reccived as divi-

dends—

(A) from a domestic corporation other
than a corporation entitled to the benefits of
section 251, and other than a oofporation less than
20 per centum of whose gross income is shown to
the satisfaction of the Commissioner to have been
derived from sources within the United States, as
determined under the. provisions of this section,
for the three-year period ending with the close
of the taxable year of such corporation preceding
the declaration of such dilvidends (or for such part
of such period as the corporation has been in
existence) , or

(B) from a foreign corporation unless less
than 50 per centum of the gross income of such
foreign corporation for the three-year period end-
ing with the close of its taxable year preceding
the declaration of such dividends (or for such part
of such period as the corporation has been in
existence) was derived from sources within the
United States as determined undex; the provisions

of this section; but dividends from a foreign cor-
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poration shall, for the purposes of section 131

( relaiing lo foreign tax credit), be treated as in-

come from sources without the United States;

(8) PemsoNAL sERVIOES.—Compensation for
labor or personal services performed in the United
States;

(4) RENTALS AND ROYALTIES.—Rentals or
royalties from property located in the United States or
from any interest in such property, including rentals
or royalties for the use of or for the privilege of using
in the United States, patents, copyrights, secret
processes and formulas, good will, trade-marks, trade
brands, franchises, and other like property; and

(5) SALE OF REAL PROPERTY.—(iains, profits,
and income from the sale of real property located in
the United States. - |

(6) SALI? OF PERSONAL PROPERTY.—For gains,
profits, and income from the sale of personal property,
see subsection (e).

(b) Ner INcoME FroM SoURCEs IN UNITED
SrATES.—From the items of gross income specified in sub-
section (a) of this section there shall be deducted the
expenses, losses, and other deductions properly apportioned-
or allocated thereto and a ratable part of any expenses, losses,:
or other deductions which can not definitely be allocated
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to some item or class of gross income. The remainder, if
any, shall be included in. full as net income from sources

within the United States.

(¢) Gross INcoMeE FRoM SOURCES WITHOUT

'Un1TED STATES.—The following items of gross income shall

be treated as income from sources without the United States:

(1) Interest other than that derived from sources

within the United States as provided in- subsection

- {a) (1) of this section;

(2) Dividends - other than those'derived from
gources within the United States as provided in sub-

“seotion (a) (2) of this seetion;

(8) Compensation for labor or personal services
performed without the United States; -

(4) Rentals or royalties from property located
without the United States or from any interest in such
property, including rentals or royalties for the use of
or for the privilege of using without the United States,
patents, copyrights, secret processes .and formules,
good will, trade-marks, trade brands, franchiscs, and
other like properties; and

~ () Oains, profits, and income from the sale of:
real property located without the United States. - - ...

(d) Ner INcOMF FROM SougcEs WiTHOUT UNTIRD
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geotion (c) of this section there shall be deducted the ex-
penses, losses, and other deductions properly apportioned
or allocated thereto, and a ratable part of any expenses,

losses, or other deductions which can not definitely be allo-

cated to some item or class of gross income. The remainder,

- if any, shall be treated in full as net income from. sources

without.the United States.
(o) INcoME FROM SOURCES PARTLY WITHIN AND
ParrLy WirHour Unirep. Srares.—Items of - gross

income, expenses, losses and deductions, other than those

., specified in. subsections (a) and (c) of -this section, shall
_ be: allocated  .or apportioped to' sources within or without

the United States, under rules and regulations prescribed

"hy the Commissioner with the approval of the Secretary.

Where . items .of gross income are separgtely” allocated to

..sotirees: within, the, United. States, there. shall be deducted

(for the purpose of computing the net income therefrom)

.the expenses, losses, and other deductions properly appor-
tioned or allocatod thereto and.a. ratable part of other
" expenses, losses or other deductions which can not definitely
~be allocated to some item or class of gross income. Tho

‘remainder, if any, shall be included in full as net income

from:.sources' within the United States. In the case of

.- gwoss income derived . from sources partly within. and partly
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without the United States, the net income m@y first be
computed by deducting ,the éxpenses, losses, or other deduc-
tions apportioned or allocated thereto and a ratable part of

any expenses, losses, or other deductions which can not

definitely be allocated to some items or class of gross

income; and the portion of such net income attributable
to sources within the United States may be determined by
processes or formulas of general appm-?ionment prescribed
by the Commissioner with the approval of the Secretary.
Gains, profits, and income from—
(1) transportation or other services rendered
partly within and partly without the United States, or
(2) from the sale of personal property produced
(in whole or in part) by the taxpayer within and sold
without the United States, or produced (in whole or in
part) by the taxpayer without and sold within the
United States, - :
shall be treated as derived partly from sources within and .
pertly from sources without the United States. Gains, profits
and income derived from the purchase of personal property
within and its sale without the United States or from the
purchase of personal property without and its sale within the
United States, shall be treated as derived entirely from
sources within the country in which sold, except that gains,
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proﬁps, and income derived from the purchase of personal
property within the United States and its sale within a
possession of the United States or from the purchase of per-
sonal property within a possession of the United States and
its sale within the United States shall be treated as derived
partly from sources within and partly from sources without
the United States.

(f) DxrFINITIONS.—As used in this section the words
“gale” or “sold ” include *exchange ” or “ exchanged ”’;
and the word “ produced” includes *created”, * fabri-
cated ”’, “ manufactured ”’, “ extracted ”, « processed ",
“cured ”’, or “aged”. -

SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE
AND OTHER CONTRIBUTIONS.

In the case of an individual if in the taxable year and
in each of the ten preceding taxable years the amount of the
contributions or gifts described in section 28{a} 23(0) plus
the amount of income, war-profits, or excess-profits taxes
paid during such year in respect of pfeceding taxable years,

exceeds 90 per centum of the taxpayer’s net income for each

such year, as computed without the benefit of section 23}

23(0), then the 15 per centum limit iinposed by such section
shall not be applicable.
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Supplement C—Credits Against 'l‘ax o
[Supplementary to Subtitle B, Part III]

SEC. 131 TAXES OF FOREIGN COUNTRIES AND POSSES-

~ SIONS OF UNITED STATES.
(a) ALLOWANCE oF CREDIT.—If the taxpayer signi-

fies in his return his desire to have the benefits of this section,

the tax imposed by this title shall be credited with:

(1) OITIZEN AND DOMESTIC CORPORATION,—In
the case of a citizen of the United States and of a domes-
tic corporation, the amount of any income, war-profits,
and excess-profits taxes paid or accrued during the tax-
able year to any foreign country or to any possession
of the United States; and _ . ,

(2) ResmeNT OF UNITED STATES.—In the case

of a resident of the United States, the amount of any

such taxes paid or accrued during the taxable year to

any possession of the United States; and o
(3). ALIEN BESIDENT OF UNITED ,STA’TE.S.——ID}
the case of an alien resident of the United States, the
amount of any such taxes paid or a,qcrued during the
taxable year to any foreign country, if the foreign
country of which such alien resident is a citizen or sub-
ject, in imposing such taxes, allows a similar credit
to citizens of the United States resi&ing in such country;

and
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'(4) PARTNERSHIPS AND BsTATES.—1n the case

-of any such individual who is a member of a partner-

ship or a beneficiary of an estate or trust, his propot-
tionate share of such taxes of the partnership or tlie
estate or trust paid or acorued during the tazable year
to a foreign country or to any possession of the United
States, as tho case may be. |

(b) Laimrr oN CeEpiT.—The amount of the credit

taken under this section shall be subject to each of thie
following limitations: .

" (1) The amount of the credit in respect of the
tax paid or acorued to any country shall not exceed the
same proportion of the tax against which such credit
is taken, which the taxpayor’s net income from sources
within such country bears to his entire net income for
the same taxable year; and o

(2) The total amount of the credit shall not
exceed the same proportion of the tax against which

such credit is taken, which the taxpayer’s net incom

from sources without the United States bears to hls.
- entire net income for the samo taxable year.

(e) ADJUSTMENTS ON 'PAYMENT oF ACORUED

24 amounts claimed as credits by the taxpayér, or if any tax

25 paid is refunded in whole or in part, the taxpayer shall
J. 53052—9

- e,
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notify the Commissioner, who shall redeterminé the amount
of the tax for the year or ycm affected, and the .amount -of
tax due upon such redetermination, if any, shall be paid by
tﬁe taxpayer upon notice and demand by the collector, or
the amount of tax overpaid, if any, shall be credited or
refunded to the taxpayer in accordance with the provisions
of section 322. In the case of such a tax accrued but not
paid, the Commissioner as a condition precedent to the
allowance of this credit may require the taxpayer to give a
bond with sureties satisfactory to and to be approved by the
Commissioner in such sum as the Commissioner may require,
conditioned upon the payment by the taxpayer of \an.y
amount of tax found due upon any such redetermination ; and
the bond herein prescribed shall cortain such further condi-
tions as the Commissioner may require,

(d) Year v WaicH CrEpIT TAKEN.—The credits
provided for in this section‘m'ay, at the option of the tax-
payer and irrespective of the method of accounting employed
in keeping his books, be ta;ken in the year in which the
taxes of the foreign country or the possession of the United
Btates accrued, subject, however, to the conditions prescribed
in snbsecti(;n. (c) of this section, If the taxpayer elects to,
take ‘such credits in the year in which the taxes of the foreign
country or the possession of the United States accrued, the:
credits for all subsequent years shall be taken: upon the.
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#ame basis, and no portion of any such taxes shall be allowed

as 8 deduction in the same or any succeeding year. -

(e) Proor or Oreprrs.—The credits provided in this

- section shall be allowed only if the taxpayer establishes

to the satisfaction of the Commissioner (1) the total amount
of income derived from sources without the United States,
determined as provided in section 119, (2) the amount
of income derived from each country, the tax paid or accrued
to which is claimed as a credit under this section, such
amount to be determined under rules and regulations
presoril;ed by the Commissioner with the approval of the
Secretary, and (3) all other information necessary for the
verification and computation of such oredits.

(f) Taxes or ForrieN SussiDIARY.—For the pur-
poses of this section a domestic corporation which owns a
majority of the voting stock of a foreign corporation from
which it receives dividends {net deduetible under seetion
23-(-p)+lin any taxable year shall be deemed to have paid
the same proportion of any income, war-profits, or excess-
profits taxes paid by such foreign corporation to any foreign-
country or to any possession of the United States, upon or-
with respect to the accumulated profits of such foreign corpo--
ration from which such dividends were paid, which the-
amount of such dividends bears to the amount of such accu-

mulated profits: Provided, That the amount of tax deemed to

RN T
S
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have been paid under this subsectwn shell in no case excepd
the same proportion of the tax agamst which credit.is taken
which the amount of such dividends bears. to the amount of
the entire net income of the domestic corporation in which
such dividends are included. The term “ accymulated
profits ' when used in this subsection in reference to a
foreign corporation, means the amount of its gains, profits,
or incore in excess®of the income, war-profits, and excess-
profits taxes imposed upon or with respect to such profits or
income; and the Commissioner with the approval of the Sec-
retary shall have full power to determine from the accumu-
Inted profits of what year or years such dividends were paid;
treating dividends paid in the first sixty dsys of any year as
having been paid from the accumulated profits of the pre-
ceding year or years (unless to his satisfaction shown other-
wise), and in other respects treating dividends as having
been paid from the most recently accumulated gains, profits,
or earnings, In the case of a foreign corporation, the income,
war-profits, and excess-profits taxes of which are determined
on the basis of an accounting period of less than one year, the
word “ year ” as used in this subsection shall be construed
to mean such accounting period.

(g) CorpoRATIONS TREATED AS FOREIGN.—For the

purposes of - this section the tollowing corporations shull he

* treated as foreign corporations: -
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(1) A corporation entitled to the benefits of sec-
* tion 251, by reason of receiving a large percentage of
its gross income from sources within a possession of
the United States; |
(2) A corporation organized under the China

Trade Act, 1922, and entitled to the credit provided for

in section 261. ‘
SEC 133 PAYMENTS UNDER 1028 AGT,

Any amount puid before or after the ensetment of this
et on acoount of tho tax imposed for o fsoal year beginning
in 1031 and ending in 1933 by Title I of the Rovenue Abt
of 1038 shall be eredited toward the payment of the tda
imposed for such fiseal year by this ety and if the amoust
90 paid execods the emount of sueh tax impesed by this Aoty
the exeoss shell be eredited or refunded in nocordance with
+he provisions of seetion 333

Supplement D—Returns and Payment of Tax
[Supplementary to Subtitlé B, Part V]
SEC: M. CONSOLIDATED RETURNS OF CORRORATIONS:

{o) Pupvariet 20 Fihb CoNsoptDATED BRFUBNS—!
An ofilisted group of eorporations shell; subjeet to the:
provisions of this section; bave the privilege of meking &
consolidated resurn for the taxable yeor in Heu of separate.
rebwrms: The making of o eonsolidated return shell be upen
the condition thet il the eopporations which have been:
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 mombers of the afflisted group os uny time during the tas-
&bleyeufwwh&eh&hereéwawm&deeeaseﬁ&eaﬂ&he

are nob preverihed prior to the mnling of the return; then the
regulutions preseribed ander seetion 341H(b) of the Revenue
et of 1038 it v0 far av not eonsivtent with this Aet) pre-
seribed prior to the meaking of such retwrns and the malking
of u eonsolidnted return shall be eonsidered v such eonvents
In the eave of & corporntion which iv & member of the affili-
atod group for o fractionel purt of the yeour the eonvelidated
return sholl inelude the ineome of such eorporation for such
port of the year ao it is o member of the affilinted group:

o8 ho iy deernr nocemsary in order that the tax hability of
an affiliated group of eorporntions meking o eonselidated
return and of each copporntion ik the group; both during
and after the peried of affiliation; may be detepmined;
computed; assessed; eollected; and edjusted in such manner
as elearly to reflect the ineome and to prevent avoidenee of

{6} COMPUEEATION AND RayMpnt of Tax—In any

fe&sek}whiehaeenseﬁdaﬁedfe&misﬂmdethem&shal}be

determiitied; eomputed; awessed; colected; and edjusted in

approval of the Seerctury; shull preveribe stch regulations
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‘ineasesaekregdmmmnetpmenbedpﬁer&othe

making of the returny then the regulations preseribed under
seetion 141(b} of the Revenue Aet of 1028 in so for as not
ineonsiotent with this Aty preseribed prior to the date on
which sueh return is mode; exeept thet for the taxable yesre
1983 and 1088 there shall be added to the mate of tex
preseribed by seetions +3-{e}; 204-(b}; and 204{a) o rate
of three fourths of 4 per centum and except thet for the
taxable yenrs 1034 and 1035 there sholl be added to the
ra%eef&mpreseﬂbedbymaens%};%-ﬂr)—wd
304{a}; & rate of 1 por centim:

{d) DErpMsIoN OF “APPHIATED GROTR L—As

used in this seotion an < affilisted group 2 means ene or mere
chains of corporations connected through stoek ownership
with & eominon parent eerporation if—

{4} b least 05 per contum of the steok of each
sion) is owned directly by one or more of the ether
eorperations and

+2) The conunen purent corporstion ewas di-
reetly ab least D5 per centum of the stoek of at least one
of the other eorperations:

As used in this subsection the term ‘stock" does not inelude
nonvoting steek whieh is limited and preferred a9 o

Mo TR ?}".syg
ant
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{o} A eonsolidated retin shall bo nmdo only for the
mwmbjmwshem*mqmedbymm%}w
204 shell not be included in the same eonvolidnted retwrn
with & corporation sabject to the tax Hnposed by neetion 13y
and an insurence company subjoes to the sk imposod by
seetion 904 shall not be ineluded in the same eonsolidated
Febten with an imstraice eompany sibjeet o the tax imposed
by section 204 |
tion organised under the Chin Trude Aet; 1022, chall not
be decined to be aflilinted with any other corporation Within
the meaning of this seetion: |

{2} Conrroragions Dintving Incoms rhom Pos-
sassioNs 6F UNiasb Seassi—For the purposes of this.
pection & eorperation entitled to the benefits of seetion 364
" by reason of Feceiving o lerge pereentage of ite ineome from
possessions of the United States; shall be trented as a foreign
eerporation: .

+h) Sussibrany Formib 20 CoMpry WitH Forpian
Law—1In the ease of & domestie eorporation owning or eon-
trolling; direetly or indircetly; 100 per eontutn of the capitel
stoelk fexelusivo of directons! qualifying sheres) of & corpora-
tion organized under the lnws of & eontiguous foreign eountry
sad meinteined sololy: for the purpese of complying with the
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lows of sach country: a8 o itlo ond opomtion of proporty;
steh foreign eorporation mav, at the eptien of the domestie
prﬂ&ﬁﬁﬁbeméfa&emmé%ﬁﬂeu:u
donestio eorporations ) 4

{i) SospENSION 6P RuNNING OF SeATUER oF LiMi-
Wammm\whmﬁ
& deficieney for eny taxable year is mailed to o eorporation;
the suspension of the running of the stetute of limitations;
provided in seetion 377; chall apply in the ease of corpera-
tions with which sueh corporation mede o eenselidated

‘poturn for such taxablo your:

For alloeation of income and deduetions of related trades or:
businesses; see seetion 46+ : o
SEC. 143 141. FIDUCIARY RETURNS, - &l

+ (a) ReQuisgMENT oF RETURN.—Every fiduciary:

- (exeept 1 receiver 5ppointed by authority.of law in posses;

allowed under this title— ' 4 cree

sion of part only of the property of an individual) shall:
make under oath a return for any of the following individualg; ;
estates, or trusts for which he acts, stating specifically the -
items of gross income thereof and the deductions and credits:

(1) Every individual baving a net income for thg -
taxable year of $1,000 or over, if single, or if married -

and not living with husband or wife;
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(2). Every individual having & net income for the

- taxable year of $2,500 or over, if married and living

(a3

with husband or wife;

(8) Every individual having a gross income for
the taxable .year of $5,000 or over, regardiess of the
amount of his net income; :

/ (4) Every cstate or trust the net income of which
for the taxable year is $1,000 or over;

(5) Every estate or trust the gross income of
which for the taxable year is $5,000 or over, regardless’
of the amount of the net income; and

(6) Every estate or trust of which ahy beneficiary
is & nonresident alien, : b

(b) JoiNT FDUOCIARIES.—Under such regulations as’

the Commissioner with the approval of the Secretary may:
prescribe a return made by one of two or more joint fidu-
ciaries and filed in the office of the collector of the district
.where such fiduciary resides shall be sufficient compliance
‘with the above requirement. Such fiduciary shall make oath
(1) that he has sufficient knowledge of the affairs of the
individual, estate, or trust for which the return is made, to -
enable him to make the return, and (2) that the return is, -
to the best of his knowledge and belief, true and correct. -

(¢) LAW APPLICABLE 10 FIDUCIARIES.—Any fidu-"

ciary required to make a return under this title shall be-

- gubject to all the provisions of law which apply to individuals.

<ol
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) RuQuHEMENE 6F WIRHHOEDING—IR aHy
eue where bondy; mortgages; or doeds of trust; or other
similar obligations of & corporation contain a eontract or
provision by which the ebligor agrees to pay any portion

-of the tax impoved by this title upon the ebligee; or

to reimbuive the ebligee for any portion of the tax; ex
to poy the interest without deduetion for any tax which
the ebligor may be required or permitied to pry thereon;
oF to retuin therefrom under any low of the United
Smee;bheebﬁgersh&lldeduetaﬁd%ldam
etual to 2 per eentumn of the interest upen sueh bonds;
thortgagey; doeds of trust; er ethor ebligations; whether
stiuh interest is payable unnually or ot shortor or longer
perieds; if peyeble’ to an individusk o paﬁneashtp;"
or u foreign corperation net eongaged in trade eF
office or place of business therein: Provided; That if
the liebility aecumed by the obliger dees not exeeed
2 por eontum of the interest; then the deduetion and -
withhelding shell be ot the following retes: {A) 8 per
centin in the ease of o nenvesident alien individual;
or of any parinership net engaged in trade or business
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erpheeefbusimss&bereinandeempo%sé&iﬁwhele
or in parb of nonvesident aliens; {B) 13} por eentum
in the ease of sweh n foreign eorperation; and (G}
2 per centum in the ease of other individuals end
postnorchips: Rrovided furthon, Thet 3 the ewners
of such obligations are not known to the withholding
agont the Commissioner may suthoriso sueh doduotion
end withholding to be ot the rate of 3 por eontum;

exceed 2 per eentum of the interest; then ab the rate
of 8 por eentum:
required in the cave of o eitigen or resident entitled to
reeeive sueh interest; if he files with the withhelding
agent on or before February + o signed notiee in writ-
seetion 86-(e)- and ()4 nor in the eave of & nonresident
elien individual # se previded for in regulations pro-
{8) INeoMis oF OBHHOR AND oBHialH—The
ebligor chell not be allowed e deduetion for the pay-
ment of the tax inposed by this title; or eny other tex
paid pursuant to the tax-free eovenant elouse; nor shall
steh tax be included in the grops income of the obligee;
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4B} (a) NONRESIDENT ALIENS.—AIll persons, in what-
evexl éapacity acting, including lessees or mortgagors of real or
personal property, fiduciaries, employers, and all officers and
employees of the United States, having the control, receipt,
custody, disﬁosal, or payment of interest (exoept interest 6n
deposits with persons carrying on the banking business paid
to persons not engaged in business in the United States and
not having an office or place of business therein), rent,
salaries, wages, premiwms, annuities, compensations, remu-
nerations, emoluments, or other fixed or determinable annual
or periodical gains, profits, and income, of any nonresident
alien individeal, or of any partnership not engaged in trade
or business within the United States and not having any
office or place of business therein and composed in whole or
in part of nonresident aliens, (other than income received
as dividends of the class allowed as a oredit by section
95 (a) ) shall (except in the eases provided for in subseetion
{e} of this section and exeept as otherwise provided in regu-
lations prescrived by the Commissioner under section 246
214) deduct and withhold from such snnual or periodioal
gains, profits, and income & tax equal to 8 per eentum 4 per
centum thereof: Provided, That the Commissioner may
authorize such tax to be deducted and withheld from the
interest upon any securities the owners of which are not
known to the withholding agent.
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4e} (b) RETURN AND lfAYMENT.-—Evex;;' person re-
quired to deduct and withhold any tax under this section shall
make return thereof on or before March 15 of each year and
ghall on or before June 15, in lieu of the time prescribed in
section 56, pay the tax to the official of the United States
Government authorized to receive it. Every such person is
hereby made liable for such tax and is hereby indemnified
against the claims and demands of any person for the amount
of any payments made in accordance with the provisions
of this section.

44} (¢) INCOME OF RECIPIENT.—Income upon which
any tax is required to be withheld at the source under
this section shall be included in the return of the recipient of
such income, but any amount of tax so withheld shall be
credited against the amount of income tax as computed in
such return,

{e} (d) Tax PAip BY RECIPIENT.—If any tax required
under this section to be deducted and withheld is paid by
the recipient of the income, it shall not be re-collected from
the withholding agent; nor in cases in which the tax is so
paid shall any penalty be imposed upon or collected from
the recipient of the income or the withholding agent for-
failure to return or pay the same, unless such failure was
fraudulent and for the purpose of evading payment.
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4} (¢) REFUNDS AND CREDITS.—Where there has
bee'n an overﬁayment of tax under this section any refund or
credit made under the provisions of section 322 shall be made
to the withholding agent unless the amount of such tax was
actually withheld by the withholding agent.
and (b); the deduetion and withhelding for eny period
prior to the date of the enaetment of this Aet shall be at the
rates of 12 per eentum and O per eentum in lew of the
rotes of 13} per ecntum and 8 per centum preseribed in
sch subseetions:

SEC. 144 143. PAYMENT OF CORPORATION INCOME TAX AT
| SOURCE.

In the case of foreign corporations subject to taxation
under this title not engaged in trade or business within the
United States and not having any office or place of business

theroi;x, there shall be deducted and withheld at the source

-in the same manner and upon the same items of income as is

provided in section 443 142 a tax equal to 12 per eentun
thdﬂw&mmmm
ennetment of this Aet; and equel to 13} per eentumn thereof in

- respeet of all payments of ineorse made after the enaetment

of this Aet 133 per centum, and such tax shall be returned
and paid in the same manner and subject to the same condi~

tions as provided in that section+Rrovided; Thet in the ease
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of intorest desoribod in cubseetion {a)- of that seetion -{relat-
ing to tax-freo covenant bonds)- the deduetion and withhokl
ing sholl be at the rote specified in such subsection.
SEC. 145 144, PENALTIES, ’
(a) Any person required under this title to pay any
tax, or required by law or regulations made under authority

thereof to make a return, keep any records, or supply any

information, for the purposes of the computation, assessment,

or collection of any tax imposed by this title, who willfully
fails to pay such tax, make such return, keep such records,
or supply such information, at the time or times required by
law or regulations, shall, in addition to other penalties pro-
vided by law, be guilty of a misdemeanor and, upon convic-
tion thereof, be fined not more than $10,000, or imprisoned
for not more than one year, or both, together with the costs
of prosecution. |

(b) Any person required under this title-to oollect,
account for, and pay over any tax imposed by this title, who
willfully fails to collect or truthfully account for and pay over

such tax, and any person who willfully attempts in any man-

ner to evade or defeat any tax imposed by this title or the
payment thereof, shall, in addition to other penalties. pro-

- vided by law, be guilty of & felony and, upon conviciion

thereof, be fined not more than $10,000, or imprisoned for.
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- not more than five years, or both, together with the costs of
. prosecution.: . - - AT

... " (). The term-** person * as used. in this section:includes

an officer or. employee: of a corporation or a member ‘or

employee of a partnership, who as such officer, employee, or

. member:is under a duty to' perform: the act in: respect: of

which the violation occurs.. i - .s' ..

. SEC.. 148 145. CLOSING BY COMMISSIONER OF TAXABLE

.f qu‘ . T NI L B T

. (a) Tax. IN Jeopagpy.—If the Commissioner finds

- that a taxpayer designs quickly to-depart from the United
‘States or to remove his property therefrom,: or to conceal
~ himself or his property therein, or.to do-any other act tend-

ing to. prejudice or to render wholly or.partly ineffectual
proceedings to collect the tax for the taxable year then last

 past or the taxable year then current unless such proceedings

be brought without delay, the Commissioner shall declare

. the taxable period for such taxpayer immediately terminated

and shall cause notice of such finding and declaration to be

given the taxpayer, together with a demand for immediate

payment of the tax for the taxable period so declared termi-
nated and of the tax for the preceding taxable year or sp

. much of: such tax as is unpaid, whether or.not the time
24

otherwise: allowed by law for Gling return.and paying the

T4 BB0BS—10.

MR RS S A AT ;‘f»;.g,f
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-tax. has expired; and such taxes shall therenbon become

immediately due and payable. In any proceeding in court
brought to enforce payment of taxes made due and payable

by. virtue of the provisions of this section the finding of the

. -Commissioner, made as herein provided, whether made pfter

-notice to the taxpayer or not, shall be for all purposes

presumptive evidence of the taxpayer’s design.

(b) BrCURITY FoR PAYMENT.—A taxpayer who is
not in default in making any return or paying income, war-
profits, or excess-profits tax under any Act of Congress may
furnish to the United Btates, under regulations to be pre-
scribed by the Commissioner, with the approval of the
Secretary, security approved by the Commissioner :that he
will duly make the return next thereafter:required to be
filed and pay the tax next thereafter required to be paid.
The Commissioner may approve and accept in like manner
security for return and payment of taxes made due and
payable by virtue of the provisions of this section, provided
the taxpayer has paid in full all other income, war-profits,
or excess-profits taxes due from him under any Act of
Congress.

(¢) SaAME—ExEMPTION FROM SmorioN.—If secur-

ity is approved and accepted pursuant to the provisions

of this section and such further or other security with respect
to the tax or taxes covered thereby’is given as the Com-
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‘~misp§6nér shall from time to time find necessary and require,

: payment of such taxes shall not be- enforced by any pro-

ceedings under the provisions of 'this seétion prior to the
expiration of the time otherwise allowed for paying such
respective taxes. '

{d) OrrizENs.—In the case of a citizen of the United

- States or of a-possession of the United States about to-depart

from the United States the Commissioner may, at his discre-
tion, waive any or all of the requiremerts placed on the
taxpayer by this section.

- (e) DEPARTURE OF AMEN.-—-N o alien shall depart
from the United States unless he first procures from the col-
lector or agent in charge a certificate that he has complied
with all the obligations imposed upon him by the income,
war-profits; and excess;proﬁts'tax'laws. o

- (f) ApmtioN TOo TAx.—If a taxpayer violates or

attempts to violate-this section there shall, in addition to all

other penaltios, be added as part of the tax 25 per centum
. of the total amount of the tax or deficiency in the tax,
 together with interest at the rate of 1 per centum a monti
" from the time the tax became due.

' SEC. 4% 146. INFORMATION AT SOURCE.

(a)  PAYMENTS OF $1,000 0B MORB.—All persons, in

- whatever capacity acting, including lessees or mortgagors of

real or personal property, fiduciaries, and employers, making
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payment to another person, of interest, rent; sd;;ies,: wages,
premiums, annuities, compeqsaﬁons, remunerations, smolu-
ments, or other fixed or.determinable gains, profits, and
income_ (other than payments described in section H8{a) or
148 147(a) or 148), of $1,000 or more in any ta;ablt,;‘year,

-or, in the case of such payments made by the Unitad

Btates,. the officers or employees.of the United .Sx#tes, having

information as to such, payments and required to make

returns - in regard thereto- by the. regulations hereinafter
provided for, shall render a trug and accurate return to the

Commissioner, under such regulations and in such form

. and manner and fo such extent as. may be prescribed by,

him with the approval of the Secretary, setting. forth the
amount of such gains, profits, and income, and the name
and address of the recipient of such payment.

~ (b) RervrNs REGARDLESS OF AMOUNT OF PAy:
MENT.—Such returns may be required, regardless of

- amounts, (1) in the case of payments of interest upon bonds,
" mortgages, deeds of trust, or other similar obligations of cor-

* porations, and: (2) in the case of collections of items (not

payable in the United Btates) of interest upon the bonds of
foreign countries and interest upon the bonds of and divi-

- dends from foreign corporations by persons undertaking ag a
“-matter of business or for profit the collection. of foreign pay-

[ “i RSN :J.!" [ 57!_;,
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‘ m'ep‘ts/ of such interest or dividends by means ‘of coupons,

checks, or bills of exchange.

(e) REOIPIENT 10 FURNISH NAME AND ADDRESS.~—~

- When necessary to® make- effective the provisions of this

section” the name 'and address of the' recipient of income

- shall: be' furnished upon demand of the: person paying the

income. -~ ¢ " g
< (d)- OBLIGATIONS OF  UN¥TED STATES.—The pro-
visions of "this section shall not apply to the payment of
interest on obligations of the United States. |
SEC. 148 147. INFORMATION BY CORPORATIONS.
(8) ‘DivipEND PAYMENTS.—Every corporation sub-
ject to the tax imposed by this title shall, when required
by the Comlﬁissioner; render a correct return, duly verified

under oath, of its payments of dividends, stating the name

. and address of each shareholder, the number of shares owned

by him, and the amount of dividends paid to him.
{b) Promizs oF FAXABLA YBAD DBECGEARED A8

- Devpenpsc—There shell be ineluded in the return op
appended: thereto. o stetemnent of suck faets a9 will enable

the Commissioner to determine the pertien of the earninge
or profits of the corporation (ineluding goins; profits; end

which the return is meade; which have been distributed op

I
T
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during sueh year: |
{b). PRoFirs DECLARED A8 DI1vIDENDS.—Every

. carporation shall, when required by the Commissioner,

furnish him a statement of such facts as will enable lim i

. determine, the portion of the earnings.or profils of the cor-

poration (including gains, profits, and income not taxed)
. accumulated during such periods as the Commissioner may
.8pecify, which have been disiributed or ordered to be dis-
tributed, respectively, to its shareholders during such taxable
years as the Commissioner may specify.

(¢) ACOUMULATED (GAINS AND PrOFITS.—When

 requested by the Commissioner, or any collector, every cor-

poration shall forward ta him a correct statement of accu-

mulated gains and profits and the names and addresses of the

~ individuals. or shareholders who would be entitled to the

same if divided or distributed, and of the amounts that would

~ e payable to each.

(d) COMPENSATION oF (FFICERS. AND Eu-

PLOYEES,—Under regulations prescribed by the Commis-

. sioner with the approval of the Secretary, every corporation
. subject to taxation ynder this title shall, in its return, submit

.o list.of the pumes. of . all. officers: and. employees -of such

corporapion and the respective. amounts paid to them during

the tazable year of the corporaiion by the corporation as



Pt et ot [y ot [y ot P k.
@® =~ SR e W N =

© P T D U B W D e

151

salary, commission, bonus, or other compensation for per-

songl services rendered, if the aggregae amount so paid to |
‘the individual 8 in evcess of $15,000. The Secretary
- of the I'reasury shall submit an annual veport to Congress

- compiled from the retirns’ made containing the names of,

and amounts paid -to, each such oficer and employee and
the name of the paying corpordtion. -
SEC. 149 148. RETURNS OF BROKERS:

" Every person doing business as a broker shall, when

- tequired by the Commissioner, render a correct returni duly

verified under oath, under such rules and regulations as the -

Oommissioner, with-the approval of the Secretary, may

 prescribe, showing the names of customers for whom such
" person has transacted any business, with such details as to

“the proiits‘, losses, or other information which the Commis-

sioner may require, as to each of such customers, as will

enable the Commissioner to determine whether all income

tax due on profits or gains of such customers has been paid.

Sl;'JC. 150 149. COLLECTION OF FOREIGN ITEMS, ‘
All persons undertaking as a matter of business or for

profit the collection of foreign payments of interest or divi-

dends by means of coupons, check:i, or bills of exchange

shall obtain a license from the Commissioner and shall be

‘ subjé'ct ‘to such regulations enabling the ‘Government to
"~ obtain thé information required under this title as the Com-

N AN ;.w{qu
<
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misgioner, with.the approval of the Secretary,.shall prescribe;
and whoever knowingly undertakes to collect such payments

- without having obtained a license therefor, or without com-

Plying with such regulations, shall be guilty .of a misde-
meanor and shall be fined pot more than 85,000 or

. imprisoned for not:more than one year, or both, . -

Supplement E—Estates and Trusts -
SEC. 161. IMPOSITION OF TAX, _
-(a) APPLICATION. OF TaX.—The taxes imposed by
this-title upon individuals shall apply to the income of estates

~-or of any.kind of property held.in trust, including—

(1) Income accumulated in tmét for the benefit
‘of unborn or. unascertained *persons or persons, with
contingent interests, and income accumulated or held
for future distribution under the terms of the will or
trust, . ‘ o :
(2) Income which is to be distributed currently
by the fiduciary to the beneficiaries, and income col-
leated by a guardian of an infant which is to, be held
or distributed as the court may direct;
-+ '(8) Income received by estates of deceased per-
sonsrdurin'g the period of administration or settlement

of the estate; amd

" ... -(4) Income which, in the discretion of the fidu-

; eiry, may, be: cither distributed to the heneficiaries or

accumulated.
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. (b) ComMPUTATION AND PAYMENT.—The tax shall be

- shall be paid by the fiduciary, except as provided in section

166 (relating to revocable trusts) and section 167 (relat-

" ing to income for benefit of the grantor). For return made

by beneficiary, see section +43 141,
SEC. 162. NET INCOME.

The net income of the estate or trust shall be computed
in the same manner and on the same basis as in the case of
an individual, except that—

(8) There shall be allowed as a deduction (in lieu of
the deduction for charitable, etc., contributions authorized
by section 234n}-(0) )‘ any part of the gross income, without
limitation, which pursuant to the terms of the will or deed
creating the trust, is during the taxable year paid or per-

manently set aside for the purposes and in the manner speci-

‘fied in section 234n}(0), or is to be used exclusively for

religious, charitable, scientific, literary, or educational pur-
poses, or for the prevention of cruelty to children or animals,
or for the establishment, acquisition, maintenance or opera-
tion of a public cemetery not operated for profit;

~(b) 'There shall be allowed as an additional deduc-

tion in computing the net income of the estate or trust the
_amount of the income of the estate or trust for its taxable

year which is to be distributed currently by the fiduciary

computed upon the net income of the estate or trust, and -

R :}ﬂ
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to the beneficiaries, and the amount of the ino’omé collected
by a guardian of an infant ‘which is to be held or distributed
as the court may direct, but the amount so allowed as a
deduction shall be included in computing the net income of
the beneficiaries whether distributed to them or not. Any
amount allowed as a deduction under this paragraph shall not

be allowed as a deduction under subsection (c) of this section

. in the same or any succeeding taxable year;

- () In the case of income received by estates ‘of

deceased persons during the period of administration ot

- settlement of the estate, and in the case of income which,

* inthe discretion of the fiduciary, may be either distributed

P
to the beneficiary or accumulated, there shall be allowed

. a8 an additional deduction in computing the net income

of the. estate or trust the amount of the income of the estate
or trust for its taxable year, which is properly paid or
‘credited during such year to any legatee, heir, or beneficiary,
but the amount so allowed as a deduction shall be included
in computing the net income of the. legatee, heir, or bene-
ficiary.

SEC. 163. CREDITS AGAINST NET INCOME.

- (a) CeepiTS OF ESTATE OR TRUST.—For the purpose

i of the normal tax and the surtax the estate or trust shall be

. allowed the same personal exemption as is allowed to a single

person under section 25{e} 25(b)(1), and, if no part of the
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income of the estate or trust is included in computing the net
income of any legatee, heir, or beneficiary, then in addition
the same credits against net income for dividends and interest
as are allowed by section 25 (a) and (b},

(b) CreDITS OF BENEFIOIARY.—If any part of the
income of an estate or trust is included in computing the
net income of any legatee, heir, or beneficiary, such legatee,
heir, or beneficiary shall, for the purpose of the normal tax,
be allowed as credits against net income, in addition to
the credits allowed to him under section 25, his propor-
tionate share of such amounts of dividends and interest
specified in section 25 (a) end {b}- as are, under this Bup-
plement, required to be included in computing his net
income. Any remaining portion of such amounts specified
in section 25(a) end -{b) shall, for the purpose of the
normal tax, be allowed as credits to the estate or trust
SEC. 164. DIFFERENT TAXABLE YEARS. .

If the taxable year of a beneficiary is different from

that of the estate or trust, the amount which he is required,

under section 162(b), to include in computing his net

_ income, shall be based upon the income of the estate or

~ trust for any taxable year of the estate or trust (whether

beginning on, before, or after January 1, 1934) ending

‘within his taxable year.
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SEC. 165. EMPLOYEES’ TRUSTS. \
A trust created by an employer as a part of a stock
bonus, pension, or profit-sharing plan for the exclusive
benefit of some or all of his employees, to which contribu-

tions are made by such employer, or employees, or both, for

the purpose of distributing to such ex;lployees the earnings
" and principal of the fund accumulated by the trust in accord-

ance with such plan, shall not be taxable under section 161,
but the amount actually distributed or made available to
any distributee shall be taxable to him in the year in which

* o distributed or made available to the extent that it exceeds
"the amounts paid in by him. Such distributees shall for

the purpose of the normal tax be allowed as credits against

net income such pait of the amount so distributed or mado
available as represents the items of dividends and interest
specified in section 25 (a) &nd +b}-.
SEC. 166. REVOCABLE TRUSTS.
~ Where at any time dusing the taxable year the power
to revest in the grantor title to any part of the corpus of
the trust is vested—
(1) in the grantor, either alone or in conjunction
with any person not having a substantial adverse
interest in the disposition of such part of the corpus or

the income therefrom, or -
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(2) in any person not having a substantial
'adverse interest in the disposition of such part of the
corpus or the income therefrom, \ "
then the income of such part of the trust for suek taxable
yeas shall be included in computing the net income of the

grantor. . S y
SEC. 167. INCOME FOR BENEFIT OF GRANTOR. R
(a) Where any part of the income of 8 trugt— ..

(1) is, or in the discretion of the. grantor or:of
any person not having a substantial adverse interest in
the disposition of such part of the income may be, held
or accumulated for future distribution to the grantor; or

(2) may, in the discretion of the grantor. orof

_any person not having a substantial adverse interestin
the disposition of such part of the income, be distributed
to the grantor; or . S

(3) is, or in the disc;gtion of the grantor or.qf
any person not having a substantial adverse interest in
the disposition of such part of the income may be,
applied to the payment of pxeminms upon. policies of
insurance on the life of the granter (except policies of

. insurance irrevocably payable fof_)the purposes and in
the manner specified in section 23 {&} (o), relating to
 the so-called charitable contribution ” deduction) ; . :
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then such part of the income of the trust shall be included
in computing the net income of the grantor. .

~(b) As used in this section, the term “in the discre-
tion of the grantor *’ means “ in the discretion of the grantor,
either alone or in conjunction with any person not having
a substantial adverse interest in the disposition of the part
of the income in question ",
S8EGC; 168, CAPITAL NET GAINS AND LOSSES.

In the ease of an estate or trust; or of a benefieiary of
an estate or trust; the proper part of eaeh share of the net
ineome whieh eonsiste; respeetively; of ordinary net ineeme;
eapital nel gain; or eapital net losy; shall be determined
under rales and regulations to be preseribed by the Com-
miseioner with the approval of the Seeretary; and shall be
soparately shown in the return of the estate or trust; and
shall be tazed to the beneficiary or to the estate or trust as
provided in this Supplement; but ot the rates end in the
manner provided in seetion 10H{a) end {b); relaiing to
SEC. 130 163. TAXES 6? FOREIGN COUNTRIES AND POSSES-

SIONS OF UNITED STATES.

The amount of income, war-profits, and eicess-proﬁts
taxes imposed by foreign countries or possessions of the
United States shall be allowed as credit against the tax of the
beneficiary of an estate or trust to the extent provided in

section 131,
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| Supplement F—Partnerships
SEC. 181. PARTNERSHIP NOT TAXABLE.

Individuals carrying on business in partnership shall be
liable for income tax only in their individual capacity. |
SEC. 182. TAX OF PARTNERS.

{&) GuyuaAk Roti—There shall be included in com-
puting the net incpxpe of each partner his distributive share,

whether distributed or not, of the net income of the partner-

* ship for the taxable year. 1 the taxable year of a partner

is different from that of the paritnership; the emeunt se
ineluded shell be based upen the ineome of the parinership
taxable year: No part of any lose disellowed to @ parinership
a8 & deduetion by seetien 23-{r}- shall be allowed as o dedue-
tion to o member of such perthership in eomputing nel
ineomer - '
{b) PARENERSHIP YHAR EMBRACING CALENDAR
MWWWQMWJQW
pership begine in one enlendar year and onds in anether
calendar year; and the law applieable to the second ealendar
year is different from the law applieable (o the first ealendar
year; then
{1) the rates for the ealendar year during whieh
sueh fiseal year begins shall apply to an ameunt of each
pertner's share of such partnership net income {deter-
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mined undor the low applieablo to sueh ealendar yeor)
equel to the prepostion which the part of sueh Sseal

' yoar falling within such calondar year boars to the full
fiseal yoar; and
" {3} the rates for the calendar year dusing which
such fiseal yoar ende sholl apply to an amount of cach
portner’s share of such partnership net ineome {deter-
mined under the low applicable to such ealendar year)
oqual to the proporsion which the par of such fsenl
yoar falling within sueh ealendar year boavs to the full
fiseal yeary

In such eases the part of such ineome subjoet to the rates in
offoes for the most recent eolendar yoor shell bo added to
the. other ineome of the iaxpayer subjoet to sueh rtes and
the resulting ameunt shall be placed in the lower breckeis
of the rate schedulo applieable to such year; and the pax
of such inoome mubjéet to tho raies in effoet for the nexs
precoding ealendar year ahall bo placed in the next higher
braekets of the rato sehodule applicable to such year.

SEC, 183, COMPUTATION OF PARTNERSHIP INCOME.

The net income of the partnership. shall be computed

in the same manner and on the same basis as in the case

~of an individual;-exeept thas the se-ealled < eharitable oon-

sributien = deduetien previded in seetion 33-(n) shall net
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-SEC. 184. CREDITS AGAINST NET INCOME.

The partner shall, for the purpose of the normal tax,
be allowed as a credit against his net income, in. addition
to the credits allowed to him under seetion 25, his propor-
tionate share of such amounts (not in excess of the net in-
come of the partnership) of dividends and interest specified
n section 25 (a) and {b) as are received by the partnership.
SEC. 185. EARNED INCOME. |

In the case of the members of & partnership the proper
part of each. share of the net income which consists of
earned income shall be determined under rules and regula-
tions to be prescribed by the Commissioner with the approval

of the Secretary and shall be separately shown in the return

.of -the partnership end shall be taxed to the member s

provided in this Supplement.

In the ease of the members of o partnesship the proper
part of each shave of the net ineome whieh eensists; respee-
tivelys of ondinary net incomer copiel net goia; o eapita
net loss; shall be determined under the rules and regulations
to be preseribed by the Commissioner with the approval
of the Beeretery; and shall be separately shewn in the
return of the parinership and shell be tazed {0 tho member
a8 provided in this Supplement; but ot the retes ond .in

.J, 58052——11 - _ o
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~ to eapital net gains and losoes:
BEC. 188 186, TAXES OF FOREIGN COUNTRIES AND POSSES-

. SIONS OF UNITED STATES. -

The amount of income, war-profits, and excess-profits

“ taxes imposed by foreign countries or possessions of the

United States shall be allowed as a credit against the tax
of the member of a partnership to the extent provided in

" section 181.

SEC. 199 187. PARTNERSHIP RETURNS. .
Every partnership shall make a return for each taxable

- year, stating specifically the items of its gross income and
the deductions. allowed by this title, and shall include in the

return the names and addresses of the individuals who would

. be entitled to share in the net income if distributed and the

amount of the. distributive share of each individual. The
return shall be sworn to by any one of the partners.

- SEC. 188. DIFFERENT TAXABLE YEARS OF PARTNER AND

PARTNERSHIP. | _
(a) GENERAL RULE.—If the tlazable year of a

 pariner is different from that of the parinership, the distribu-

tive.share of the nel income of the parinership to be included
in. computing the net income. of the pariner for his tuxable

for any tazable year of -the partnership (whether beginning
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,.on, before, or after Janyary 1, 1934) mding within the

tazable year of the pariner, |

(b) PARTNERSHIP YEARS BEGINNING IN 1933.—
For the purpose of computing the net income of a pariner
for a tazable year beginning after December 31, 1933, the
parinership net income for any tazable year of the pariner-
ship beginning before January 1, 1934, shall be computed

under the Revenue Act of 1932, without regard to sections.
- 101 and 186 thercof (relating to capital net gain and capital

net loss) but as if section 117 of this Act (except subsection
(d) thereof) had formed a part of Title I of the Bevenue
Act of 1932. |

Supplement G—Insurance Companies
SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

. (2) DEFINITION.—When used in this title the term
“life insurance company” means an insurance company

 engaged in the business of issuing Jife insurance and annuity

contracts (including contracts of combined life, health, a‘nd'

accident insurance), the reserve funds of which held for the
fulfillment of such contracts .comprise- more than 50 per.

centiym. of its total reserve funds.

_ (b) Rare oF Tax.—In lieu of the tax imposed by,
sgct;qn' 13, there shall be levied, collected, and paid for each.
 taxable yoar upon the net income of every: life ingurance

company a tax as follows:-

GRTIE CE TN
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(1) Tn the case of & domestio lifé insarance
company, 134 per centum 'of its nes ineome the amount
of its net income in excess of the credit provided in
‘subsection (c) of this section;

(2) In the case of a féreign life insurance
cbmpany, 134 per centum of i#s net income frem
sourees within the United States the amount of its
net income from sources within the United States in

~ excess of the credit provided in subsection (c) of this

" section. ‘

" (¢) For the purpose only of the tax imposed by this
section there shall be allowed as a credit against net income
the amount received as in_terest upon obligations of the United

States or of corporations organized under Act of Congress

" which 18 allowed to an individual as a credit for purposes

of nm'mal‘ta:v by section 25 (a) (2) or (3).

~SEC. 202 GROSS INCOME OF LIFE INSURANCE COMPANIES.

* (a) In the case of a life insurance ooinpany the term

- “ gross income " means the gross amount of income received

during the taxable year from interest, dividends, and rents.

(b) The term “reserve funds required by law”

includes, in the case of assessment insurance, sums-actually
- deposited By any company or association with Stqte or Ter-
‘fitorial officers pursuant to law ‘as guaranty or feserve funds,

and any fands maintained under the charter or axticles of
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incorporation of the company or association exclusively for
the payment of claims arising under certificates of member-
ship or policies issued upon the aésessment plan and not
subject to any other use.
SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIEQ.

(a) GeNERAL RuLE.—In the case of a life insurance
company the term “ net income ” means the gross income

less—

(1) Tax-FREB INTEREST.—The amount of inter-

est received during the taxable year which under section
224b})- is exempt 22(b) (4) from the taxes impesed by
this title is excluded from gross income;

(2) ReservE FUNDS.—An amount eqﬁal to 4
per centum of the mean of the reserve fands required by
1w and held at the beginning and end of the taxable
year, except that in the case of any such reserve fund
which is computed at a lower interest assumption rate,
the rate of 33 per centum shall be,éubstituted for 4 per
centum. Life insurance companies issuing policies cov-
ering lifé, health, and accident insurance combined in
oﬁe policy issued on the weekly prgmium payment plan,
pontinui.pg for life and not subject to cancgl;lation, shall
be allowed, in additioh to the abo\jef_ vgdedpction of 3%
per. centum of the mean of sjugh reserve funds (npt

required by law) held at the beginning and end of the

T Meeng
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taxable year, as the Commissioner finds to be necessary
for the protection of the holders of such policies only;
(3) DivipeNDs.—The amount received as divi-

dends A} from a domestic corporation which is

‘subject to taxation under this title, other than a corpora-

tion entitled to the benefits of section 251, and other
than a corporation organized under the China Trade
Act, 1922;0r {B) from any foreign eorporation when
it is shown to the satisfaction of the Commissioner
thot more then 5O per eentum of the gross ineome of
such foreign eorporation for the three-year peried

, endmgm&htheeleseohtewbbyeupmedwgthe

deelaration of such dividends {or for such part of such

period as the foreign corporation has been in existonce)

.determineda-nderseeﬁen-l-l-();

(4) RESERVE FOR DIVIDENDS.—An amount

equal to 2 per centum of any sums held at the end of

the taxable year as a reserve for dividends (other than

‘dlvulends payable during the year followmg the taxable
i year) the payment of which is deferred for a period

of not less than five years from the 'date of the policy

| contract,'

(5) INVESTMENT EXPENSES. -—-Investment ex-

penses pmd dunng the taxable year: Promded That
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_if any general expenses are in part assigned to .or

included in the investment expenses, the total deduc-
tion under this paragraph shall not exceed one-fourth
of 1 per centum of the book value of the mean of the
invested assets held at the beginning and end of the
taxable year;

(6) REAL ESTATE EXPENSES.—Taxes and other

expenses paid during the taxable year exclusively upon

~or with respect to the real estate owned by the com-

pany, not including taxes assessod against local bene-
fits of a kind tending to increase the value of the prop-
erty assessed, and not including any amount paid out
for new buildings, or for permanent improvements or
betterments made to increase the value of any property.
The deduction allowed by this paragraph shall be

allowed in the case 6f taxes imposed upon & shareholder

.of & company upon his interest as shareholder, which

- are paid by the company without reimbursement from

the shareholder, but in such cases no deduction shall be
allowed the shareholder for the amount of such taxes;

(7) DrPRECIATION.—A. reasonable allowance,

a8 provided in section 23(1), for the exhaustion; wear

and tear of property, including a.reasonable allowance

- for obsolescence; and S e

8
-
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168 |
(8) InTeksT.—All intereét paid or aeerued
within the taxable year on its indebtedness, except on
indebtedness incurred or continued to purchase or carry
obligations er seeurities (other than obligations of the

United States issued after September 24, 1917, and

originally subscribed for by the taxpayer) the interest

upon which is wholly exempt from texation under this
title.

(b) RENTAL VALUE oF REAL ESTATE.—The deduc-
tion under subsection (a) (6) or (7) of this section on
account of any real estate owned and occupied in whole or
in part by a life insurance company, shall be limited to an
amount which bears the same ratio to such deduction (com-
puted without regard to this subsection) as the rental value
of the space not so occupied bears to the rental value of the
entire property.

(c) ForeioN Lirg INSURANCE CoMPANIES.—In the
case of a foreign life insurance company the amount of its
net income for any taxable year from sources within the
United States shall be the same proportion of its net income
for the taxable ycar from sourccs within and without the
United States, which the reserve funds required by law and
held by it at the end of the taxable year upon business
transacted within the United States is of the reserve funds
held by it at the end of the taxable year upon all business

transacted. -
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SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR
MUTUAL.

(a) IMPosITION OF TAX.—In lieu of the tax imposed
by section 13 of this title, there shall be levied, collected,
and paid for each taxable year upon the net income of every
insurance -company (other than a life or mutual insurance
company) a tax as follows:

(1) In the cage of such a domestic insurance com-
pany, 134 per centum of its net imneome the amount
of its met income in cxcess of the credit provided in
subsection (f) of this section;

(2) In the case of sich a foreign insurance com-
pany, 1323 per centum of #s neb ineome from setrees
within the United States the amount of its nel income
[rom sources within the United Stales in cxcess of the
credit provided in subsection (f) of this section.

(b) DeriNiTION OF INCOME, ET0.—In the case of aﬁ
insurance company subject to the tax imposed by this
section—

(1) Gross INCOME.—“ Oross income” means
the sum of (A) the combined gross amount earned
during the taxable year, from investment income and
from underwriting income as provided in this subsection,
computed on the basis of the underwriting and invest-

ment exhibit of the annual statement approved by the
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~ National Convention of Insurance Cominissioners, and

(B) gain during the taxable year from the sale or other
disposition of property, and (C) all other items
constituting gross income under section 22;

(2) Ner 1NcoME.—“Net income ” means the
gross income as defined in paragraph (1) of this sub-
section less the deductions allowed by subsection (c). of
this section; "

(3) INVESTMENT INCOMB.— Investment in-
come ” means the gross amount of income earned
during the taxable year from interest, dividends, and
rents, computed as follows:

To all interest, dividends and rents received dur-
ing the taxable year, add interest, dividends and rents
due and accrued at the end of the taxable year, and
de&uct all interest, dividends and rents due and accrued
at the end of the preceding taxable year;

(4) UNDERWRITING INCOME.— Underwriting
income ”’ means the premiums earned on insurance con-
tracts during the taxable year less losses incurred and
expenses incurred;

(5) PREMIUMS EARNED.—‘ Premiums earned
on insurance contracts during the taxable year ” means

an amount computed as follows:
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From thé amount of gross premiums written -on
insurance contracts during the taxable year, deduct
return premiums and premiums paid for reinsurance.
To the result so obtained add unearned premiums on
outstanding business at the end of the preceding taxable
year and deduct unearned premiums oﬁ outstanding
business at the end of the taxable year;

(6) Lossx«:s INCURRED.—" Losses incurred ”
means losses incurred during the taxable year on insur-
ance contracts, computed as follows:

To losses paid during the taxable year, add sal-
vage and reinsurance recoverable outstanding at the
end of the preceding taxable year, and deduct salvage
and reinsurance recoverable outstanding at the end
of the taxable year. To the result so obtained add
all unpaid losses outstanding at the end of the taxable
year and deduct unpaid losses outstanding at the end
of the preceding taxable year;

(7) EXPENSES INCURRED.—" Expenses incurred ”
means all expenses shown on the annual statement
approved by the National Convention of Insurance
Commissioners, and shall be computed as follows:

To all expenses paid during the taxable year add

;expenses unpaid at the end of the taxable year and

deduct expenses unpaid at the end of the preceding
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taxable year. For the purpose of computing the net

income subject to the tax imposed by this section there

shall be deducted from expenses incurred as defined

in this paragraph all expenses incurred which are not

allowed as deductions by subsection (c) of this section.

(¢) DepuoTiONS ALLOWED.—In computing the net
income of an insurance company subject to the tax imposed
by this section there shall be allowed as deductions:

(1) All ordinary and necessary expenses
incurred, as provided in section 23 (a) ;
| .(2) " All interest as provided in section 23 (b) ;

(3) Taxes as provided in section 23 (c) ;

(4) Losses incurred as defined in subsection
(b) (6) of this section;

(5) Tesses Subject lo the limitation contained in
section 117{d), losses sustained during the taxable year
from the sale or other disposition of property;

(6) Bad debts in the nature of agency balances |
and bills reccivable ascertained to be worthless and
charged off within the taxable year;

(7) The amount received as dividends from cor-
porations as provided in section 23 (p) ;

(8) The amount of interest earned during the
taxable year which under section 22 (b) (4) is exempt
from the taxes imposed by this title; and the ameunt of
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interest allowed a8 a ercdié under seetion 26 excluded

from gross income;

(9) A reasonable allowance for the exhaustion,
wear and tear of property, as provided in section
23-4-(1).

(d) DevucrioNs oF ForeioN CORPORATIONS.—In
the case of a foreign corporation the deduétions allowed in
this section shall be allowed to the extent provided in
Supplement I.

(¢) DousLe DepuctioNs.—Nothing in this section
shall be construed to permit the same item to be twice
deducted.

(f) For the purpose only of the tax imposed by this
section there shall be allowed as a credit against net income
the amount received as interest upon obligations of the United
States or of corporations organized under Act of Congress
which i3 allowed to an individual as a credit for purposes of
normal tazx by section 25(a) (2) or (3).

SEC. 206 205. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

The amount of income, war-profits, and excess-profits
taxes imposed by foreign countries or possessions of the
United Btates shall be allowed as a credit against the tax of
a domestic insurance company subject to the tax imposed by

section 201 or 204, to the extent provided in the case of a
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domestic corporation in section 131, and in such cases “ net
income " as used in that section means the net income as
defined in this Supplement.
SEC, 207 206. COMPUTATION OF GROSS INCOME.

The gross income of insurance companies subject to the
tax imposed by section 201 or 204 shall not be determined
in the manner provided in section 119.

SEC. 208 207. MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE.

(a) Apprication OF TirLE—Mutual insurance
companies, other than life insurance companics, shall be
taxable in the same manner as other corporations, except as
hereinafter provided in this section.

(b) Gross INcoME.—Mutual marine-insurance com-
panies shall include in gross income the gross premiums
collected and received by them less amounts paid for
reinsurance.

(c) Depucrions.—In addition to the deductions
allowed to corporations by section 23 the following deduc-
tions to insurance companies shall also be allowed, unless
otherwise allowed—

(1) MUTUAL INSURANCE OOMPANIES OTHER

THAN LIFE INSURANCE.—In the case of mutual insur-

ance companies other than life insurance companies—
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~ (A) the net addition required by. law to be
made within the taxable year to reserve funds

(including in the case of assessment insurance

companies the actual deposit of sums with State

or Territorial officers pursuant to law as additions
to guarantee or reserve funds) ; and

(B) the sums other than dividends paid
within the taxable year on policy and annuity
contracts.

(2) MUTUAL MARINE INSURANCE COM-
PANIES.—In the case of mutual marine insurance com-
panies, in addition to the deductions allowed in para-
graph (1) of this subsection, unless otherwise allowed,
amounts repaid to policyholders on account of pre-
miums previously paid by them, and interest paid upon
such amounts between the ascertainment and the
payment thereof;

(3) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE AND MARINE.—In the case of mutual insur-
ance companies (including interinsurers and reciprocal
underwriiers, but not including mutual life or mutual
marine insurance companies) requiring their members
to make premium depusits to provide for losses and

expenses, the amount of premium deposits returned to

ER
oed
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their policyholders and the amouat of i)remium deposits
retained for the payment of losses, expenses, and
reinsurance reserves.
Supplement H—Nonresident Alien Individuals
8EG: 1L, NORMAL TAX,

<o) GeNeRAL, Ruorp—In the ease of & nonresident
alien individual whe is net o resident of & eontiguous eountry;
the normal tax shall bo 8 per ecntum of the ameunt of the
net ineome in exeess of the eredis egeinst nef ineome
ellowed o such individual:

{b) Arzens Rusibeng ¥ OoNeictovs Cobw-
Frins—In the case of an ealien individusl resident in a
eontiguous eountry; the nermsl tax shall be an amount
equat to the sum of the fellowing:

{1} 4 per eentum of the ameunt by whieh the
part of the net ineome attributable to Wwages; salaries;
professiennl fees; of other ameounts reeeived as eompen
sation for personal serviees metuslly performed in the
Dnited States; exeeceds the persenal czemption and
eredit for dependenis; but the ameunt taxeble ab such
4 per centum ¥ato shall not exeeed $4,000; end

{2} 8 per eentum of the ameunt of the net ineome
in exeess of the sum of (A} the amount texed under
paragreph (1) of this subscetion plus {B) the tetel
eredits against net ineome allowed to sueh individual:
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SEC. 313 211. GROSS INCOME

(a) GENEBAL RULE.—In the case of a nonresident
alxen mdmdual gross income includes only the gross mcome
from sources within the United States. ‘

(b) Smrps UNDER FOREIGN FrAG.—The income of a
nonresident alien individual which consists exclusively of
earnings derived frora the operation of a ship or ships docu-
mented under the laws of a foreign country which grants an
equivalent exemption to citizens of the United States and tb:
corporations organized in the United States, shall not be
included in gross incmr;e and shall be exempt from taxation
under this title,

SEC. 213 212, DEDUCTIONQ.

(a) GeENERAL RULE.—In the case of a nonresident
alien individual the deductions shall be allowed unly if and to
the extent that they are connected with income from sources
within the United States; and the proper apportionment and
alloéation of the deductions with respect to sources of income

within and without the United States shall be determined as

provided in section 119, under rules and regulations pre-

scribed by the Commissioner with the approval of the

Secretary.
J. 53052——12
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(b) Lossks.—

(1) Tho deductlon, 'for losses not oonnected thll
the trade or business if incurred in transactmns entered
into for proﬁt allowed by section 23 (e) (2) shall Be
allowed whether or not connected thh income from
sources thhm the United States but only 1f the proﬁt
if such transaction had resulted in a profit, would be
taxable under this title. .

. (2) The deduction for losses of property not con-
nected w1th the trade or busmess if arising from certain
casualties or theft, allowed by section 23 (e) (3), shall
be allowed whether or not connected with income from
gources within the United States, but only if the lossz

s of property within the United States. |
(e) CHARITABLE, Ero,, Conmmv'mons -—The s0-
called charitable contribution” deduction allowed by
section 234n}-(0) shall be allowed whether or not connected
with income from sources within the United States, but only
as to contnbutxons or gifts made to domestic corporations,
or to community chests, funds, or foundations, created in the
United States, or to the vocational rehaltilitatioo fund.
SEC. 314 213. CREDITS AGAINST NET INCOME, |
In the case of a nonresident alien individual the

personal exemption allowed by section 25<e} 25(b)(1) of

" this title shall be only $1,000. The credit for dependents
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allowed by section 35<d} 25(b)(2) shall not be allowed:

_in the case of',a nonresident alien individual unless he is a

resident of a contiguous country.

- 8EC. 216 214, ALLOWANCE OF DEDUCTIONS AND CREDITS,

.(a) RETURN To CONTAIN INFORMATION.—A non-

resident alien individual shall receive the benefit of the .
deductions and credits allowed to him in this title only by

filing or causing to be filed with the collector a true and
accurate return of his total income received from all sources
in the United States, in the manner prescribed in this title;
including therein all the information which the Commis-
sioner may deem necessary for the calculation of such
deductions and credits.

(b) Tax WirnBELD AT SOURCE.—The benefit of the
personal exemption and credit for dependents, and of the
redueed rate of tax provided for in seetion 341(b); may, in
the discretion of the Commissioner and under regulations
prescribed by him with the approval of the Secretary, bo
recoived by a nonresident alien individual entitled thereto,
by filing a claim therefor with the withholding agent.

SEC. 218 215. CREDITS AGAINST TAX.

A nonresident alien individual shall not be allowed the
credits against the tax for taxes of foreign countries and-

possessions of the United States allowed by section 131.
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SEC. 212 216. RETURNS. = |
In the case of a nonresident alien individual the return,
in lieu of the time prescribed in section 53:(a) (1),"shall
be made on or before the fifteenth day of the sixth month-
following- the close of the fiscal year, or, if the return is-

made on the basis of the calendar year, then on or before

‘the fifteenth day of June.

SEC. 218 217. PAYMENT OF TAX.

(a) TiMe oF PAYMENT.—In the case of a nonresident
alien individual the total amount of tax imposed by this
title shall be paid, in lieu of the time prescribed in seetion
56 (a), on the fifteenth day of June following the close of
the calendar year, or, if the return should be made on.
the basis of a fiscal year, then on the fifteenth day of the
sixth month following the close of the fiscal year.

(b) WrraHOLDING AT SoURCE.—For withholding at-
source of tax on income of nonresident aliens, see section
143 142.

Supplement I—Foreign Corporations
SEC. 231. GROSS INCOME. | |

(a) GENERAL RuLp.—In the case of a foreign cor-
poration gross income includes only the gross income from
sources within the United States.

(b) Smirs Uxper ForeioN Frae.—The income of a -

foreign corporation, which consists exclusively of earnings
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derived from the operation of a ship or ships documented

ke

under the laws of a foreign country which grants an equiva-
Tent exemption to citizens of the Uniied States and to cor-
porations organized in the United States, sballl not be
included in gross income and shall be exempt from taxation
under thistitle. o |
SEC. 232, DEDUCTIONS.

In the case of a foreign corporation the deductions shall

© @ 1 & o B o b

be allowed only if and to the extent that they are connected
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with income from sourees within the United States; and the

el

proper apportionment and allocation of the deductions with

et
(S}

respect to sources within and without the United States shall

be determined as provided in section 119, under rules and

[y
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- regulations prescribed by the Commissioner with the apprbval

—
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of the Secretary.
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SEC. 233. ALLOWANCE OF DEDUCTIONS AND CREDITS.

Pk
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A foreign corporation shall re(:eive the benefit of the

[y
Q@

deductions and credits allowed to it in this title only by

.ﬁlmg or causmg to be filed with the collector a true and

Long .
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accurate return of its total income recewed from all sources
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in the United States, in the manner prescribed in this title;

iﬁcludiﬁg therein all the information which the Commis-
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sioner may deem necessary for the calculation of such deduc-

tions and credits.
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SEC. 234. CREDITS AGAINST TAX.

Foreign corporations shall not be allowed the credits
against the tax for taxes of foreign countries and possessions
of the United States allowed by section 131.

SEC. 235. RETURNS.

In the case of a foreign corporation not having any
office or place of busirfess in the United Statcs the return,
in lieu of the time prescribed in section 53 (a) (1), shall be
made on or before the fiftcenth day of the sixth month fol-
lowing the close of the fiscal year, or, if the return is made
on the basis of the calendar year then on or before the
fifteenth day of June. If any foreigu corporation has no
office or place of business in the United States but has an
agent in the United States, the return shall be made by the
agent.

SEC. 236. PAYMENT OF TAX.

(a) TiME OoF PAYMENT.—In the case of a foreign
corporation not having any office or place of business in the
United States the total amount of tax imposed by this title
shall be paid, in lieu of the time prescribed in section 56 (a),
on the fifteenth day of June following the close of the
calendar year, or, if the return should be made on the basis
of a fiscal ycar, then on the fiftecnth day of the sixth month
followirg the close of the fiscal year.
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(b) WrrHOLDING AT SoURCE.—For withhclding at
source of tax on income of foreign corporations, scc¢
soction 143 142,

SEC. 237. FOREIGN INSURANCE COMPANIES.

For special provisions relating to foreign insurance
companies, see Supplemept G.

SEG, 238 AFFILIATION:

A foreign eorporatien shell not be deemed to be
of seetion 143

Supplement J—Possessions of the United States
SEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS
OF UNITED STATES.

(a) GENERAL RULE.—In the case of citizens of the
United States or domestic corporations, satisfying the follow-
ing conditions, gross income means only gross income from
sources within the United States—

| (1) If 80 per centum or more of the gross income
of such citizen or domestic corporation (computed with-
out the benefit of this section), for the three-year period
immediately preceding the close of the taxable yea.r"

(or for such part of such period immediately preceding

the close of such taxable year as may be applcable)

was derived from sources within a possession of tﬁe

United States; and
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(2) If, in the case of such corporation, 50 per
centum or more of its gross income (computed without
the benefit of this section) for such period or such part
thereof was derived from the active conduct of a trade
or business within a possession of the United States; or
(3) If, in case of such citizen, 50 per centum or
more of his gross income (computed without the bene-
fit of this section) for such period or such part thereof
was derived from the active conduct of a trade or busi-
ness within a possession of the United States either on
his own account or as an employee or agent of another.
(b) AMoUNTS RECEIVED IN UNITED STATES.—Not-
withstanding the provisions of subsection (a) there shall be
included in gross income all amounts received by such citi-
zens or corporations within the United States, whether de-
rived from sources within or without the United States.
(¢) DEeFINITION.—As used in this section the term
“ possession of the United States” does not include the
Virgin Islands of the United States.
(d) DEepuctiONS.—
(1) Citizens of the United States entitled to the
benefits of this section shall have the same deductions
as are allowed by Supplement H in the case of a

nonresident alien individual.
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(2) Domestic corporations entitled to the benefits
of this section shall have the same deductions as are
allowed by Supplement I in the case of a foreign
corporation,

(e) CrEpITS AGAINST NET INCOME.—A citizen of
the United States entitled to the benefits of this section shall
be allowed a personal exemption of only 31,000 and shall
not be allowed the credit for dependents provided in section
264d) 25(0)(2).

(f) ALLOWANCE OF DEDUCTIONS AND CREDITS.—
Citizens of the United States and domestic corporations
entitled to the benefits of this section shall receive the benefit
of the deductions and credits allowed to them in this title
only by filing or causing to be filed with the collector a true
and accurate return of their total income received from all
sources in the United States, in the manner prescribed in
this title; including therein all the information which the
Commissioner rmay deem necessary for the calculation of
such deductions and credits,

(g) CrepiTs AGAINST TAX.—DPersons entitled to the
benefits of this section shall not be allowed the credits against
the tax for taxes of foreign countries and possessions of the
United States allowed by section 131.

b} APPHIATION— eorporetion entitled to the
benefits of this seetion shull not be deemed to be affilinted
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SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

(a) Any individual who is a citizen of any possession
of the United Statcs (but not otherwise a citizen of the
United States) and who is not a resident of the United
States, shall be subject to taxation under this title only as to
income derived from sources within the United States, and
in such case the tax shall be computed and paid in tl.3 same
manner and subject to the same conditions as in the case of
other persons who are taxable only as to income derived
from such sources.

(b) Nothing in this section shall be construed to alter
or amend the provisions of the Act entitled “An Act making
appropriations for the naval service for the fiscal year ending
June 30, 1922, and for other purposes,” approved July 12,
1921, relating to the imposition of income taxes in tho
Virgin Islands of the United States.

Supplement K—China Trade Act Corporations
SEC. 261. CREDIT AGAINST NET INCOME.

(a) AnvowaNce oF CREDIT.—For the purpose only
of the tax imposed by section 13 there shall be allowed, in
the case of a corporation organized under the China Trade.
Act, 1922, in addition to the credit provided in section 26, a.

credit against the net income of an amount equal to the.



© @ 1 D G B W D =

[ T
St W= W D = O

[y
R

17

187

proportion of the net income derived from sources within
China (determined in a similar manner to that provided in
section 119) which the par value of the shares of stock of the
corporation owned on the last day of the taxable yesr by (1)
persons resident in China, the United States, or possessions
of the United States, and (2) individual citizens of the
United States or China wherever resident, bears to the par
value of the whole number of shares of stock of the corpora-
tion outstanding on such date: Provided, That in no case
shall the amount by which the tax imposed by section 13 is
diminished by reason of such credit exceed the amount of the
special dividend certified under subsection (b) of this section.

(b) SeeciaL DivipeNp.—Such credit shall not be
allowed unless the Secretary of Commerce has certified to
the Commissioner—

(1) The amount which, during the year ending
on the date fixed by law for filing the return, the cor-
poration has distributed as a special dividend to or for
the benefit of such persons as on the last day of the
taxable year were resident in China, the United States,
or possessions of the United States, or were individunl
citizens of the United States or China, and owned
shares of stock of the corporation;

(2) That such special dividend was in addition
to all other amounts, payable or to be payable to such
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persons or for their benefit, by reason of their interest
in the corporation; and

(3) That such distribution has been made to or
for the benefit of such persons in proportion to the par
value of the shares of stock of the corporation owned
by each; except that if the corporation has more than
one class of stock, the certificates shall contain a staie-
ment that the articles of incorporation provide a method
for the apportionment of such special dividend among
such persons, and that the amount certified has been
distributed in accordance with the method so provided.

(¢) OwNERsHIP OF STOCK.—For the purposes of this
section shares of stock of a corporation shall be considered
to be owned by the person in whom the equitable right to
the income from such shares is in good faith vested.

(d) DEFINITION OoF CHINA.—As used in this section
the term ““ China ” shall have the same meaning as when
used in the China Trade Act, 1922,

SEC. 262. CREDITS AGAINST THE TAX.

A corporation organized under the China Trade Act,
1922, shall not be allowed the credits against the tax for
taxes of foreign countrics and possessions of the United

States allowed by section 131,
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SEG: 263 AFFILIATION:

A eorporation erganized under the China Trade Aet;
1832; shall net be deemed to be aflilinted with any ether
corporation within the meaning of seetion -

SEC. 364 263. INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, sce
section 116,

Supplement L—Assessment and Collection of Deficiencies
SEC. 271. DEFINITION OF DEFICIENCY.

As used in this title in respect of a tax imposed by this
title “ deficiency ” means—

(a) The amount by which the tax imposed by this
title exceeds the amount shown as the tax by the tax-
payer upon his return; but the amount so shown on the
return shall first be increased by the amounts previously
assessed (or collected without assessment) as a deficiency,
and decreased by the amounts previously abated, credited,
refunded, or otherwise repaid in respect of such tax; or

(b) If no amount is shown as the tax by the tax-
payer upon his return, or if no return is made by the tax-
payer, then the amount by which the tax exceeds the
amounts previously assessed (or collected without nssess-
ment) as a deficiency; but such amounts previously assessed,

or collected without assessment, shall first be decreased
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by the amounts previously abated, credited, refunded, or
otherwise repaid in respect of such tax.
SEC. 272. PROCEDURE IN GENERAL.

(a) PeTITION TO BOARD OF TAX APPEALS.—If in
the case of any taxpayer, the Commissioner determines that
there is a deficiency in respect of tke tax imposed by this title,
the Commissioner is authorized to send notice of such deﬁ-.
ciency to the taxpayer by registered mail. Within 60 90
days after such notice is mailed (not counting Sunday
or a legal holiday in the District of Columbia as the
sixtieth ninetieth day), the taxpayer may file a petition
with the Board of Tax Appeals for a redetermination of the
deficiency. No assessment of a deficiency in respect of the
tax imposed by this title and no distraint or proceeding in
court for its collection shall be made, begun, or prosecuted

- until such notice has been mailed to the taxpayer, nor until

the expiration of such 60-day 90-day period, nor, if a petition
has been filed with the Board, until the decision of the Board |
has become final. Notwithstanding the provisions of section
3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during
the time such prohibition is in force ma}: be enjoinéd by 8
proceeding in the proper court.

For exceptions to the restrictions imposed by this sub-

section, see—

[N
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(1) Subsection (d) of this section, relating to
waivers by the taxpayer; |

(2) Bubsection (f) of this section, relating to
notifications of mathematical errors appearing upon
“the face of the return;

(3) Section 273, relating to jeopardy assessments;

(4) Section 274, relating to bankruptcy and
receiverships; and ‘ |

| 5) Bection 1001 of the Revenue Act of 1926, as
amended, relating to assessment or collection of the
amount of the deficiency determined by the Board
pending court review.

(b) CorLrLecTiON oOF DgrrFicieNcY FouNp BY
BoArp.—1If the taxpayer files a petition with the Board, the
entire amount redetermined as the deficiency by the decision
of the Board which has become final shall be assessed and
shall be paid upon notice and demand from the collector.
No part of the amount determined as a deficiency by the
Commissioner but disallowed as such by the decision of the

Board which has become final shall be assessed or be col-

lected by distraint or by proceeding in court with or without

assessment,
(¢) Famwure 10 FiLe PevrrioN.—If the taxpayer
does not file a petition with the Board within the time

prescribed in subsection (a) of this section, the deficiency,
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notice of which has been mailed to the taxpayer, shall be

assessed, and shall be paid upon notice and demand from

the collector.

(d) WArver oF RestrictioNs.—The taxpayer shall
at any time have the right, by a signed notice in writing filed
with the Commissioner, to waive the restrictions provided
in subsection (&) of this section on the assessment and collec-
tion of the whole or any part of the deficiency.

(e) INCREASE OF DEFICIENCY AFTER NOTICE
MAILED.—-—The Board shall have jurisdiction to redetermine
the correct amount of the deficiency even if the amount so
redetermined is greater than the amount of the deficiency,
notice of which has been mailed to the tazpayer, and to
determine whether any penalty, additional amount or addi-
tion to the tax should be assessed—if claim therefor is
asserted by the Commissioner at or be'fore the hearing or a
rehearing,

(f) Furraer DEFICIENCY LETTERS RESTRIOTED.—
If the Commissioner has mailed to the taxpayer notice of a
deficiency as provided in subsection (a) of this section, and
the taxpayer files a petition with the Board within the time
prescribed in such subsection, the Commissioner shall have
no right to determine any additional deficiency in respect of
the same taxable year, except in the case of fraud, and

except as provided in subsection (e) of this section, relating
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to assertion of greater deficiencies before the Board, or in
section 273 (c), relating to the making of jeopardy assess-
ments. If the taxpayer is notiﬁéd that, on account of a
mathematical error appearing upon the face of the return.
an amount of tax in excess of that shown upon the return
is due, and that an assessment of the tax has been or will be
made on the basis of what would have been the correct
amount of tax but for the mathematical error, such nqtice
shall not be considered (for the purposes of this subsection,
or of subsection (a) of this section, prohibiting assessment
and collection until notice of deficiency has been mailed, or
of section 322 (¢), prohibiting credits or refunds after peti-
tion to the Board of Tax Appeals) as a notice of a deficiency,
and the taxpayer shall have no right to file a petition with
the Board based on such notice, nor shall such assessment or
collection be prohibited by the provisions of subsection (a)
of this section,

(g) JurisproTioN OvER OTHER TAXABLE YRARS,—

The Board in redetermining a deficiency in respect of any

.taxable year shall consider such facts with relation to the

taxes for other taxable years as may be necessary correctly
to redetermine the amount of such deficiency, but in so doing
shall have no jurisdiction to determine whether or not the

tax for any other taxable year has been overpaid or

underpaid.
J. 53052——13
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(h) FINAL DEocisioNs OF BoARD.—For the purposes
of this title the date on which a decision of the Board becomes
final shall be determined according to the provisions of
section 1005 of the Revenue Act of 1926.

(i) ProraTiNé OF DEFICIENCY TO INSTALL-
MENTS.—If the taxpayer has elected to pay the tax in
installments and a deficiency has been assessed, the defi-

. ciency shall be prorated to the four installments. Except
as provided in section 273 (relating to jeopardy assess-
ments) , that part of the deficiency so prorated to any install-
ment the date for payment of which has not arrived, shall
be collected at the same time as and as part of such install-
ment. That part of the deficiency so prorated to any
installment the date for payment of which has arrived, shall
be paid upon notice and demand from the collector.

(j) ExtexsioN oF TIME FOR PAYMENT OF DEFI-

OIENCIES.—Where it is shown ‘to the satisfaction of the

~ Commissioner that the payment of a deficiency upon the

date preseribed for the payment thereof will result in undue
bardship to the taxpayer the Commissioner, with the.ap-
proval of the Secretary (except where the deficiency is
due to negligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may
g;'a.nt .an extension for the payment of such deficiency or

any part thereof for a period not in excess of eighteen
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months, and, in exceptional cases, for a further period not

_in excess of twelve months, If an extension is granted, the

" Commissioner may require the taxpayer to furnish a bond

in such amount, not exceeding double the amount of the
deficiency, and with such sureties, as the Commissioner
deems necessary, conditioned upon the payment of the
deficiency in accordance with the terms of the extension.

(k) Appress FOR NOTICE OF DEFICIENCY.—In -the

“absence of notice to the Commissioner under section 312 (a)

of the existence of a fiduciary relationship, notice of a defi-
ciency in respect of a tax imposed by this title, if mailed to
the taxpayer at his last known address, shall be sufficient
for the purposes of this title even if such taxpayer is deceased,
or is under a legal disability, or, in the case of a corporation,
has terminated its existence.

SEC. 273. JEOPARDY ASSESSMENTS.

(a) AUTHORITY FOR MAKING.—‘—If the Commissioner
believes that the assessment or collection of a deficiency will
be jeopardized by delay, he shall immediately assess such
deficiency (together with all interest, additional amounts, or
additions to the tax provided for by law) and notice and
demand sholl be made by the collector for the payment
thereof.

(b) DericieNcY LerTees.—-If the jeopardy assess-

ment is made before any notice in respect of the tax to which
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the jeopardy assessment relates has been mailed under sec-
ion 272(a), then the Commissioner shall mail a notice
under such subsection within sixty days after the making of
the assessment.

(¢) AMOUNT AsskssaBLE Brerork Drcision or
Boarp.—The jeopardy assessnent may be made in respect
of a deficiency greater or less than that notice of which has
been mailed to the taxpayer, despite the provisions of section
272(f) prohibiting the determination of additional deficien-
cies, and whether or not the taxpayer has theretofore filed
a petitiov with the Board of Tax Appeals. The Commis-
sioner shall notify the Board of the amount of such assess-
ment, if the petition is filed with the Board before the
making of the assessment or is subsequently filed, and the
Board shall have jurisdiction to redetermine the entire
amount of the deficiency aud of all amounts assessed at the
same time in connection therewith.

() AMOUNT ASSESSABLE AFTER DEOCISION OF
Boarp.—If the jeopardy assessment is made after the deci-
sion of the Board is rendered such assessment may be made -
only in respect of the deficiency determined by the Board
in its decision.

(e) EXPIRATION OF RIGHT TO ASSESS.—A jeopardy

assessment may not be made after the decision of the Board
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has become final or after the taxpayer has filed a petition
for review of the decision of the Board. '

(f) BoNp 10 BraY CoLLEOTION.—When a jeopardy
assessment has been made the taxpayer, within 10 days
after notice and demand from the collector for the pay-
ment of the amount of the assessment, may obtain a stay
of ocollection of the whole or any part of the amount of
the assessment by filing with'the collector & bond in such
amount, not exceeding double the amount as to which the
stay is desired, and with such éureties, as the ocollector
deems necessary, conditioned upon the payment of so much
of the amount, the collection of which is stayed by the
bond, as is not abated by a decision of the Board which
has become final, together with intercst thercon as provided
in section 297.

(g) Bame—Furrare Conprrions.—If the bond is
given before the taxpayer has filed his petition with the
Board under section 272(a), the bond shball contain a
further condition that if a petition is not filed within the
period provided in such subsection, then the amount the
collection of which is stayed by the bond will be paid
on notice and demand at auy time after the expiration
of such period, together with interest therobn at the rate

of 6 per centum per apnum from the date of the jeopardy
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notioe and demand to the date of notice and demand under
this subsection.

(b) Warver or Bray.—Upon the filing of the bond
the collection of so much of the amount assessed as is cov-
ered by the bond shall be stayed. The taxpayer shall have
the right to waive such stay at any time in respect of the
whole or any part of the amount covered by the bond, and
if as & result of such waiver any part of the amount covered
by the bond is paid, then the bond shall, at the request of
the taxpayer, be proportionately reduced. If the Board
determines that the amount assessed is greater than the
amount which should have been assessed, then when the
decision of the Board is rendered the bond shall, at the
request of the taxpayer, be proportionately reduced.

(i) CoLLECTION OF UNPAID AMOUNTS.—When the
petition has been filed with the Board and when the amount
which should have been assosscd has been determined by a
decision of the Board which has become final, then any
unpaid portion, the collection of which has been stayed by
the bond, shall be collected as part of the tax upon notice

and demand from the collector, and any remaining portion

.~ of the assessment shall be abated. If the amount already

collected exceeds the amount determined as the amount
which should have been assessed, such excess shall be
credited or refunded to the taxpayer as provided in section
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823, without the filing of claim therefor. If the amount
determined as the amount which should have been umlod
is greater than the amount ac@ﬂy assessed, then the dif-
ference shall be assessed and shall be collected as part of the
tax upon notice and demand from the collector.

()) Oraims IN ABATEMENT.—No claim in abatement
shall be filod in respect of any assessment in respect of any
tax imposed by this title.

SEC. 274 BANKRUPTCY AND RECEIVERSHIPS,

(a) IMMEDIATE A8skssMENT.—Upon the adjudics-
tion of bankruptoy of any taxpayer in any bankruptcy pre-
ceeding or the appointment of a receiver for any taxpayer
in any receivership proceoding before any court of the
United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest, addi-
tional amounts, or additious to the tax provided for by law)'

determined by the Comunissioner in respect of a tax imposeci

by this title upon such taxpayer shall, despite the restrictions

imposed by section 272 (a) upon assessments be mmodmely
assessed if such deficiency has not theretofore been asaessod
in accordance with law. In such cases the truslee in banlo—
ruplcy or receiver shall give notice in writing to the Com-
missioner of the ad]udwatwn of banlcr.zptcy or the appomt-

" ment of the receiver, and the rmmmg of the statute of lum-

tations on the making of assessmenis shall be suspended |
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for the period from the date ;)[ ad]udwatwn in bankruplcy
or the appointment of the reoeiver to a dale 30 days after
lhadabuponwhichllnnoﬁoo/romllutmdnorrmiv«
i received by the Commissioner; bul the suspension under
this sentenoe shall in o case be for a period in excess of
two years. Claims for the deficiency and such in-
terest, udditional amounts and additions to the tax may be
presented, for adjudication in accordance with law, to the
court before which the bankruptoy or receivership proceeding
is pending, despite the pendency of proceedings for the rede-
termination of the deficiency in pursuance ofa petition to the
Board; but no petition for any such redetermination shall be
filed with the Board after the adjudication of bankruptoy or
the appomtment of the receiver.

(b) Unraip CLaiMB.—Any portion of the claim
allowed in such bunkruptoy or receivership proceeding
which is unpaid shall be paid by the taxpayer upon notice
and demand from the collector after the termination of such
proceeding, and may be collected by distraint or proooéding
in oourt mthm 8ix ywi after termination of such proceed-
ing. Extensions of time for such payment may be had in
the same manner and subject to the same provisions and
limitations as are prdvided in section 272(j) and section

296 in the case of a deficiency in & tax imposed by this title.
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SEC. 275. PERIOD OF LIMITATION UPON ASBBBB“N’I'
AND COLLECTION. | |

Exoept as provided in section 376—

(‘) GeNERAL RuL.—The amount of income taxes
imposed by this title shall be assessed within twe thres years
after the return was filed, and no proceeding in court with-
out assessment for the collection of such taxes shall be begt'm
after the expiration of such period. |

(b) ReQuesT For PeoMPT AssEssMENT.—In the
case of income received during the lifetime of 8 decedent, or
by his estate during the period of administration, or by s
corporation, the tax shall be assessed, and any prooeeding
in court without assessment for the collection of such tax
shall be begun, within ene yeur eiyhtefm months after writ-
ten request therefor (filed after the return is made) by
the executor, administrator, or other fiduciary representing

 the estate of such decedent, or by the corporation, but not
" after the expiration of twe three years after the return was

filed. This subsection shall not applj in the case of a
corporation unless— |
(1) Suoh written request nouﬁes the Commm
sioner that the oorporatxon oontemplams dissolution at
"or before the expiration of such year 18 months' period ,

and



C ® =2 & S = & >

ot el ed e bk e e e el
T =S O e N =

19

202
(2) The dissolution is in good faith begun before
the expiration of mob year 18 months’ period; and
(8) The disolution is completed.

(o) Oxis810N FroM (r0S8 INcOME.—If (he lax-
puyer umits from gross incume an amount properly inoludible
therein which is in excess of 25 per centum of the amount of
gruss incume slated in the return, the tar may be assessed,
or a procceding in court for the collection of such lax may
& begun without assessment, at any time within 5 years after
the return was filed.

(d) For the purposes of subsections (a), (b), and (c) a
return filed before the last day prescribed by law for the
flling thereof shall be considered as filed on such last day.

{¢} (e) CORPORATION AND SHAREHOLDER.—If s
corporation makes no return of the tax imposed by this title,
but each of the sharcholders includes in his return his dis-
tributive share of the net income of the corporation, then
the tax of the corporation shall be assessed within four yeaﬁ
after the last date on which any such shareholder’s roturn
was filed.

SEC. 276. SAME—EXCEPTIONS. \

(a) FALSE RETURN OE No RerueN.—In the case of

a false or fraudulent return with inten; to ovudq tax or of

a failure to file a return the tax'may be assessed, or a pro-
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ceeding in court for the collection of such tax may be begun
without assessment, at any time. |

(b) Wazvass.—Whore before the expiration of the
time prosoribed in section 375 for the assesamant of the tax,
both the Cownmissioner and the taxpayer have oomonudi’in
writing to its assessment after such time, the tax mty‘;bo
assessed at any time prior to the expiration of the perfod
agreed upon. The period so agreed upon may be extended
by subsequent agreements in writing made before the oxpi’%an
tion of the period previously agreed upon. ‘

(¢) CoLLrOTION AFTER ASSESSMBNT.—Where tho
asgessment of any income tax imposed by this title has boon
made within the period of limitation properly apphoable
thereto, such tax may be collected by distraint or by a pro-
ceeding in oourt, but only if begun (1) within six yem
after the assessment of the tax, or (2) prior to the expira-
tion of any period for collection agreed upon in writingibiy
the Commissioner and the taxpaycr before the expiution.t!)l
such six-year period. The poriod so agreed upon may l;e
extended by subsequent agreements in writing made befiojl!o
the expiration of the period previously agreéd upon. -
SEC. 277, | SUSPENSION OF RUNNING OF STATUTE. &
The mnmng of the statute of limitations provxded m

section 275 or 276 on the making of assessments and the
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beginning of distraint or & procceding in court for collection,
inmpoctolmydeﬂcienoy.lhdl (l!tcrtbolhliﬁn(oll
notice under section 272(3)) be suspended for the pmod
during which tboOommxdowupmh’bludﬁvmmkmx
tboammentorbemnnmxdutmntoruproooodmgm'
oourt (andmanvevent,ihproooedmgmmpoctohho
deficiency is placed on the docket of the Board, until the
decision of the ’Board becomes final), and for sixty days
thereafter. |
Supplement M—Interest nd Addltlou to the Tax

SEC. 31 FAILURE TO FILE.RETURN.

In case of any failure to make and ﬁleuoturnreqmrod
by this title, within the time prescribed by law or prescribed
by the Commissioner in pursuance of law, 25 per centum of
the tax shall be added to the tax, except that when a return
is filed after such time and it is shown that the failure to
file it was due to reasonable cause and not duo to willfal
neglect no such addition shall be made to the tax. The
amount so added to any tax shall be oollooted at the lamo
tlmeandmthesamemanneranduapano}thouxnnlea
the tax has been paid before the dmoovery of the negloct,
in which case the amount so added shall be collected in tho

,samemannerasthotu 'l'heamountaddodwthotax

under this section shall be in liew of the 25 per centum addl-
tion to the tax provided in section 3176 of the Revised
Statutes, as amended.
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8KC. 303, INTEREST ON DEFICIENCIES.
watbmwmmoduam&my
shall be assesaed a4 the same fime ss the deficiancy, shall
be paid wpon Rotior and deand from the oollecor, and
shall be collected as a part of thy tax, as the rate of 6 per
oentum per annum from the date prosaribed fer the payment
of the tax (o, if the tax is paid in installpaents, from the
date prescribed for the payment of the first installment) to
the date the deficienoy is sssessed, or, in the case of & waiver

under yention 372 (d), to the thiptieth day after the filing of
such. waiver or to the date the deficiency is asseased which-

ever is the earligr,

BEC. 33 ADDITIONS TO THE TAX IN CASE OF DEFJCIENCY.

(s) NEaL1GENGB.—If any part of any deficiency is
due to megligence, or intentional disregard of rules and
regulations but without intent to defraud, 5 per centum of

the tatal amount of the deficiency (in addition to such

deficiency) shall be agaessed, collected, and paid in the same
manner ag if it were a deficiency, except that the provisions
of seatiqn 272 (i), relating ta the prorating of a deficiency,
and of scation 202, relating to interest on deficiencies, shall
not be applicable. -

(b) Fraun—If any paﬁ of any deﬁmency is due to

irwd With intent to evade tax, then 50 per. pentum of the
total amount of the deficiency (in addition to such defi-
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ciency) shall be so assessed, collected, and peid, in Liea of
the 50 per centum addition to the tax provided in section
8176 of the Revised Btatutes, as amended.
SEC. 34 ADDITI.ONI TO THE TAX IN CASB OF NON-
PAYMENT.
(s) Tax BBOWN ON ReTURN.—

(1) GuNERAL RULR.—Where the amount deter-
mined by the taxpayer as the tax imposed by this title,
or any installment thereof, or any part of such amount
or instaliment, is not paid on or before the date pre-
scribed for its payment, there shall be collected as a
part of the tax, interest upon such unpaid amount at the
rate of 1 per centum a month from the date presoribed
for its payment until it is paid.

(2) Ir EXTENSION GRANTED.—Where an ex-
tension of time for payment of the amount so deter-
mined as the tax by the taxpayer, or any installment
thereof, has been granted, and the amount the time for
payment of which has been extended, and the interest
thereon determined under section 295, is not paid in
full prior to the expiration of the period of the extension,
then, in lieu of the interest provided for in paragraph
(1) of this subsection, interest at the rate of 1 per
oentum a month shall be oollected on such unpaid
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the extension until it is paid.

(b) Dmsommwor.—Where s deficiency, or any
interest or additional amounts assessed in oonnection there-
with under section 282, or under section 288, or any addi-
tion to the tax in case of delinquency provided for in section
291, is not paid in full within ten days from the date of
notioe and demand from the collctor, there shall be colleoted
as part of the tax, interest upon the unpaid amount at the
rate of 1 per centum a month from the date of such notice
and demand until it is paid. If any part of a deficiency
prorated to any unpaid installment under section 272 (i) Is
not paid in full on or before the date prescribed for the pay-
ment of such installment, there shall be collected as part of
the tax interest upon the unpaid amount at the rate of 1 per
centum s month from such date until it is paid.

(o) quounms.——l“;)r any period an estate is held
by a fiduciary appointed by order of any court of oompeteni
jurisdiction or by will, there shall be collected interest at the
rate of 6 per centum per annum in lieu of the interest
Pprovided in subsections (a) and (b) of this section.

(d) Foune or JeoPARDY BoND.—If a bond is filed,
as provided in section 278, the provisions of subsections
(b) and (o) of this section shall not apply to the amount
covered by the bond. | |
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SEC. 3%. TIME EXTENDED FOR PAYMENT OF TAX SHOWN
ONRETURN, =

If the time for payment of the ameuns determined as
the tax by the taxpayer, ar any installment thereof, is
extonded under the authority of section 56 (o), there shall
be callected as & part of such amount, interest thereon st
the rate of 6 per centum per aunum from the date when
such payment should have been wade if po extension had
been grantad, until the expiration of the period of the
extension.
SEC. 206, TIME EXTENDED POR PAYMENT OF DEFICIENCY,

If the time for the payment of any part of a deficiency
is extended, there shall be collected, as a part of the tax,
interest on the part of the deficiency the time for payment
of which is so extended, at the rate of 6 per oentum per
annum for the period of the extensiun, and 1o other interest
shall be collected on such part of the daficiency for such
period. If the part of the deficiency the time for payment
of which is so extendsd is not paid in acoordance with the
terms of the extension, there shall be collected, as a part of
the tax, interest on such unpaid amount at the rate of 1
per centum a month for the period from the time fixed by.
the terms of the extension for its payment until it is paid,
and no other interest shall be collected on such wnpaid
amount for such period.
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SEC. 207, INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

In the oase of the amount oollected under section
278 (i) there shall be collected at the same time as such
amount, and as a part of the tax, interest at the rmolﬂ‘per
centum per annum upon such amount from the date of the
jeopardy notice and demand to the date of notice and demand
under section 273 (i), or, in the case of the amount collected
in excess of the amount of the jeopardy assessment, interest
as provided in section 292. If the amount included in the
notice and demand from the collector under section 278 (i)
is not paid in full within ten days after such notice and
demand, then there shall be collected, as part of the tax,

 interest upon the unpaid amount at the rate of 1 per centum

a month (or, for any period the estate of the taxpayer is held
by a fiduciary appointed by any court of competent jurisdio-
tion or by will, at the rate of @ per centum per annum) from
the date of such notice and demand until it is paid.

SEC. 208. BANKRUPTCY AND RECEIVERSHIPS.

If the uupaid portion of the claim allowed in a bank-
ruptey or receivership proceeding, as provided in section 274,
is not paid in full within ten days from the date of notice
and demand from the collector, then there shall be collected
as a part of such amount interest upon the unpaid portion
thereof at the rate of 1 per centum a month from the date
of such notice and demand until payment.

J. 53052——14
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SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM
UNITED STATES.

For additions to tax in case of leaving the United States

or concealing property in such manner as to hinder collection

of the tax, see section 446 145.
Supplement N — Claims against Transferees and
Fiduciaries
SEC. 311. TRANSFERRED ASSETS.

(a) METHOD OF COLLEOTION.—The amounts of the
following liabilities shall, except as hereinafter in this section
provided, be assessed, collected, and paid in the same man-
ner and subject to the same provisions and limitations as in
the case of a deficiency in a tax imposed by this title (includ-
ing the provisions in case of delinquency in payment after
notice and demand, the provisions authorizing distraint and
proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds) :

(1) TrANSFEREES.—The liability, at law or in
equity, of a transferee of property of a taxpayer, in
respect of the tax (including interest, additional
amounts, and additions to the tax provided by law) -
imposed upon the taxpayer by this title.

(2) Fmuocraries.—The liability of a fiduciary
under section 3467 of the Revised Statutes in respect
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of the payment of any such tax from the estate of the
taxpayer. '
Any such liability may be either as to the amount of tax
shown on the return or as to any deficiency in tax. '
(b) PEr1op oF LiMiTATION.—The period of limita-
tion for assessment of any such liability of a transferee or
fiduciary shall be as follows:

(1) In the case of the liability of an initial trans-
ferec of the property of the taxpayer,—within one
year after the expiration of the period of limitation for
assessment against the taxpayer;

(2) In the case of the liability of a transferee of
a transferee of the property of the taxpayer,—within
one year after the expiration of the period of limitation
for assessment against the preceding transferee, but
only if within three years after the expiration of the
period of limitation for assessment against the tax-
payer;— 4

except that if before the expiration of the period of limitation
for the assessment of the liability of the transferee, a court
proceeding for the collection of the tax or liability in respect
thereof has been begun against the taxpayer or last preceding
transferee, respectively,—then the period of limitation for
assessment of the liability of the transferee shall expire on

year after the return of execution in the court proceeding.
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(3) In the case of the liability of a fiduciary,—
not later than one year after the liability arises or not
later than the expiration of the period for collectieh
of the tax in respect of which such liability arises,
whichever is the later.

(¢) PERIOD FOR ASSESSMENT AGAINST TAX-
PAYER.—For the purposes of this section, if the taxpayer is
deccased, or in the case of a corporation, hus terminated its
existence, the period of limitation for assessment against the
taxpayer shall be the period that would be in effect had the
death or termmatxon of exmtence not ocourred.

(d) SUSPENSION OF RUNNING OF STATUTE OF

 LivrraTions.—The running of the statute of limitations

upon the assessment of the liability of a transferee or
fiduciary shell, after the mailing to the transferee or fiduciary
of the notice provided for in section 272 (a), be suspended
for the period during which the Commissioner is prohibited

from making the assessment in respect of the liability of the

~ transferee or fiduciary (and in any event, if a proceeding in

respect of the liability is placed on the-docket of the Board,
until the decision of the Board becomes ﬁnal) , and for sixty
days thereafter ‘

(e) AppeEss For NoricE OF LIABILITY —In the

absence of notice to the Commissioner under section 312 (b)
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- of the existence of a fiduciary relationship, notice of liability

enforceable under this section in respect of a tax imposed
by this title, if mailed to the person subject to the liability at
his last known address, shall be sufficient for the purposes of

this title even if sych person is deceased, or is under a legal

. disability, or, in the case of a corporation, has terminated its

existence, o

(f) DeriNiTION OF “TRANSFERER”.—As used in
this section, the term “ transferee”’ includes heir, legatee,
devisee, and distributee.

SEC. 812. NOTICE OF FIDUCIARY RELATIONSHIP.

(a) FmpuociArY oF TaxpayER—Upon notice to the
Commissioner that any person is acting in a fiduciary
c,aimcity such fiduciary shall assume the powers, rights,
dutie‘s, and privileges of the taxpayer in respect. of a tax
imposed by this title (except.as otherwise specifically pro- |
vided‘and except that the tax shall be collegted - from the
estate of the taxpayer), until. notice .is given -that the
fiduciary capacity has terminated. |

(b) ¥muowasx or TRANSFEERE.—Upon notice to

. the Commissioner that any person is acting in a fiduciary

capacity for a person subject to the liability specified in

 section 311, the fiduciary shall assume, on behalf of such

person, the powers, rights, duties, and ,privileges of such
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person under such section (except that the liability shall
be collected from the estate of such person), until notice
is given that the fiduciary capacity has terminated.

" (¢) MaNNER OF NoTIOE.—Notice under subsection
(a) or (b) shall be given in accordance with regulations
preseribed by the Commissioner with the approval of the
Secretary. |

Supplement O—Overpayments
SEC. 321. OVERPAYMENT OF INSTALLMENT.

If the taxpayer has paid as an installment of the tax
more than the amount determined to be the correct amount
of such installment, the overpayment shélll be credited against
the unpaid installments, if any. If the a,mouﬁt already paid,
whether or not on the basis of installments, exceeds the
amount determined to be the correct amount of the tax, the
overpayment shall be credited or refunded as provided in
section 822,

SEC. 322, REFUNDS AND CREDITS.

(a) AUTHORIZATION.—Where there has beon an ‘
overpayment of any tax imposed by this title, the amount
of such overpayment shall be credited against any income,
war-profits, or excess-profits tax or installment thereof then
due from the taxpayer, and any balance shall be refunded
immediately to the taxpayer.
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(b) LIMITATION ON ALLOWANCE.—

{1} PBniop op ERETATION—No such eredit or
refund shall be allowed or made after two years from
of suoh period a elaim therefor is filed by the taxpayer:

(1) PERIOD OF LIMITATION.—Unless a claim
fof credit or refund i3 filed by tl;e tazpayer within three
years from the time the return was filed by the tazpayer.
or within two years from the time the tax was paid, no
credit or refund shall be allowed or made after the
expiration of whichever of such periods expires the
later. If no return is filed by the tazpayer, then no
credit or refund shall be allowed or made after two

. years from the time the tax was paid, unless before the

expiration of such period a claim therefor is filed by
the tazpayer. :
(2) LIMIT ON AMOUNT OF CREDIT OR
REFUND,—The amount of the credit or refund shall not
exceed the portion of the tax paid during the twe three

| yeais immediately preceding the filing of the claim,
et or, if no claim was filed, then during the twe threc

years immediately . preceding the allowance of the
credit or refund.
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(¢) Errecr or PeTITION T0 BOARD.—If the Com-

missioner has mailed to the taxpayer a notice of deficiency
under section 272(a) and if th;a taxpayer files a petition
\vith. the Board o Tax Appeals within the time prescribed
in such subsection, no credit or refund in respect of the tax
for the taxable year in respect of which the Commissioner
has determined the deficiency shall be allowed or made and
no suit by the taxpayer for the recovery of any part of such
tax shall be instituted in any court except—

(1) As to overpayments determined by a deo?aion
of the Board which has become final; and

(2) As to any amount collected in excess of an
amount qoxﬁputed in accordance with the decision of
the Board which has become final; and ‘

(8) As to any amount collected after the period
of limitation upon the beginning qf dmtmnt or & pro-

- coeding in court for collection has expired; but in any

- such claim for credit or refund or in any such suit for

refund the decizion of the Board which has become

 final, as to whether such period has expired before th_o

notice of deficiency was mailed, shall be conclusive.

~ (d) OvespayMeENT FouND BY. Boarp.—If the

23 Board finds that there is no dpﬁpignpjj and farther finds
24 that the taxpayer has made an overpayment of tax in
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respect of the taxable year in respect of which the Com-
missioner determined the deficiency, the Board shall have
jurisdiction to determine the amount of such overpayment,
and such amount shall, when the decision of the Board has
become final, be credited or refunded to the taxpayer. No
such credit or refund shall be made of any portion of the.tax
1;711&90 the Board determines as part of its decision that it
was paid mere than twe within three years before tlre filing
of the claim or the filing of the petition, whichever is earlier.

(e) TaAx WirHHELD AT SOURCE—For refund or
credit in case of excessive withholding ‘at the source, see
gection 148-{f) 142(e).

TITLE IA—ADDITIONAL INCOME TAXES
SEC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

(a) IMPOSITION OF Tax.—There shall be levied, .cql-

lected, and paid, for cach taml;lo ycar; upon the undis-
~tributed adjusted net incomé of every personal holding com-

pany a surtax equal to the sum of the following:
. (1) 30 per centum of the amount thereof not in
excess of $100,000; plus
(2) 40 per centum of the amount thereof in excess
of $100,000.
(b) DEFINITIONS.—As used in this title—
(1) The term “personal holding company”

means any corporation (other than a corporation
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exempt from tazation under section 101, and other than
a bank or trust company incorporated under the laws
of the United States or of any State or Territory, a
substantial part of whose business i the receipt of
deposits, and other than a life-insurance company)
if—(4) at least 80 per centum of its gross income for
the tazable year 18 derived from royalties, dividends,
interest, annuities, and (except in the case of regular
dealers in stock or securities) gains from the sale of
stock or securities, and (B) at any time during the
last half of the taxable year more than 50 per centum
in value of its outstanding stock i3 owned, directly or
indirectly, by or for not more than five individuals.
For the‘purpose of determining the ownership of stock
n a gm'soﬁal‘ holding company—(C) stock owned,
directly or indirectly, by a corporation, partnefship,
estate, or trust shall be considered a8 being owned pro-
portionately by its shareholders, pdrtners, or benefici-
aries; (D) an individual shall be considered as own-
ing, to the exclusion of any other .individual, the stock
odmed, directly or indirectly, by his family, and this
rule shall be applied in such manner as to produce the
smallest possible number of individuals owning, directly
or indirectly, more than 50 per centum in value of the
outsténding stock; and (E ) the family of an individual
shall include only his brothers and sisters (whether by
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the whole or half blood), spouse, ancestors, and lineal
descendants.
(2) The term ‘ undistributed adjusted net in-
come "’ means the adjusted net income minus the sum of :
(A) 20 per centum of the excess of the ud-
justed net income over the amount of the dividend
" dedustion allowed under seation 23(p);
(B) A reasonable amount used or set aside
to retire indebtedness incurred prior to January 1,
1954; and
(C) Dividends paid during the taxable year.
(8) The term * adjusted net income” means the
sum of :
(4) T]ze net income; and
(B) The amount of the dividend deduction
allowed under section 23(p);
minus the sum of : |
(C) Federal income, war-profits, and excess-
 profits taes paid or accrued, but not including the -
tax imposed by this section; and
(D) Contributions or gifts, not otherwise
~ allowed as a deduction, to or for the use of donees
described in section 23(o0) for the purposes therein
specified.
(4) The terms used in this section shall have the

same meaniﬁg as when used in Title 1.
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(c) ApMINISTRATIVE PROVISIONS.—AIl provisions
of law (including penalties) applicable i respect of the taxes
imposed by T'itle I of this Act, shall insofar as not inconsistent
with this section, be applicable in respect of the tax imposed
by this section, except that the prowisions of section 131 of
that title shall not be applicable.

(d) PAYMENT oF SURTAX ON PRO RATA SHARES.—
The tax imposed by this section shall not apply if all the
shareholders of the corporation include (at the time of filing
their returns) in their yross income, l_lwﬁ entire pro rala
shares, whether di.stributed‘ or not, of the ‘ adjusted net
income " of the corporation for such year. Any amount so
included in the gross income of a shareholder shall be treated
as a dividend received. Ay subsequent distribution madg
by the corporation out of c(u'ni'ng:s or profits for such tavable
year shall, if distributed to any shareholder who has g9
included in his gross income hig pro rata share, be evempy
from taz in the amount of the aMre 80 included.

(¢) InPROPER ACCUMULATION OF SURPLUS—For
surtaz on coqurqti(ms which accumulate burplue‘ to avoid
surtax on stockholders, see section 1 02.

TITLE II—AMENDMENTS TO ESTATE TAX
SEC. 401. REVOCABLE TRUSTS. o

Section 302(d) of the Revenue Act of 1926 is amended
to read as follows: L L

V-
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“(d)(1) To the extent of any inlerest therein of which
the decedent has at any time made a transfer, by trust or
otherwise, where the enjoyment thereof was subject at the date
of his death to any change through the ezercise of a power,
either by the decedent alone or in conjunction with any per-
son, to alter, amend, or revoke, or where the decedent relin-
quished any such power in contemplation of his death, ewcept
in case of a bona fide sale for an adequate and full considera-
tion in money. or money’s worth.

“(2) For the purposes of this subdivision the power
to alter, amend, or revoke shall be considered to exist on the
date of the decedent’s death even though the exercise of the
power is subject to a precedent giving of motice or even
though the alteration, amendment, or revocation takes effect
'only'on the expiration of @ stated period after the ezeroise
of the power, whether or not on or before the date of the
decedent s death notice has been given or the power has been
ewercised. In such cases proper adjusiment shall be made
reﬁwénﬁm the interests which would have been excluded
from the power if the decedent had lived, and for such pur-
pose if the notice has not been given or the power has not
been exercised on or before the date of his death, such notice
shall be considered o have been given, or the power exercised,
on the daté of his death,
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“(3) The relinquishment of any such power, not admit-
ted or shown to have been in contemplation of the decedent's
death, made within two years piior to his death without
such a consideration and affecting the interest or interests
(whether arising from one or more transfers or the creation
of one or more trusts) of ahy one beneficiary of a value or
aggregate value, at the time of such death, in excess of
$5,000, then, to the extent of such excess, such relinquish-
ment or relinquishments shall, unless shown to the contrary,
be deemed to have been made in contemplation of death
within the meaning of this title; ”

Norz.—Section 302(d) of the Revenue Act of 1928 will, after the
above amendment, read as follows:

Seo. 802. The value of the gross estate of the decedent shall be de-
termined by including the value at the time of his death of all property,
real or personal, tangibls or intangible, wherever situated— A

. . . . . . .

(d) (Z) To the extent of any interest therein of which the decedent
has at any time made a transfer, by trust or otherwise, where the enjoy-
ment thereof was subject at the date of his death to any change through
the exercise of & power, either by the decedent alone or in conjunction
with any person, to alter, amend, or revoke, or where the decedent relin-
quished any such power in contemplation of his death, except in case of
a bona fide sale for an adequate and full consideration in money or
money’s worth, ' '

(8) For the purposes of this subdivision the power to alter, amend, or
r’:ow;‘l;; shh:ll be Woj h:d fo ezist :;‘b;eh; ;im of c::’:imt decedent’s }lealh even
¢ the exercise of the power is 0 a pr wwing of notice or
even though the alleration, amendment, or revocation takes effect only on
the expiration of a stated period afier the exercise of the power, whether or
not on or before the date o},ﬂw decedent’s death notice has been given or the
power has been exercised, In such cases proper ﬂuatmmt shall be made
representing the inierests which would Aave been exeluded from the power if
the decedent had lived, and for such purpose if the notice has not been given
orlhcpowerhaaMtbmmmiudonorbcorothcdauofhiadealk,ruch
notice shall be considered to have been given, or the power exercised on the
date of his death,

8) The relinquishment of any such power, not admitted or shown
to have been in contemplation of the decedent’s death, made within two
years prior to his death bué after. the ennctment of this Aot without such
a consideration and affecting the interest or interests (whether arising
from one or more transfers or the creation of one or more trusts) of any
one beneficiary of a value or aggregate value, at the time of such death,
in excess of $5,000, then, to the extent of such excess, such relinguishment
or relin%u;ghmente shall be shall, unless shown to the contrary, be deemed
to have been made in contemplation of death within the meaning of this

title;

A
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SEC. 402. PRIOR TAXED PROPERTY.

Paragraph (2) -of subdivision (a) and paragraph
(2) of subdivision (b) of section 303 of the Revenue Act
of 1926, as amended, are amended by inserting before the
period at the end of the second sentence of each such para-
graph a comma and the following: * and only if in determin-
ing the value of the net estdte of the prior decedent no deduction
was allowable under this paragraph in respect of the property
or property giwen in exchange therefor ",

Nore.—Section 303 (a) (2) and 303 (b) (2) of the Revenue Act of
1926 will, after the above insert, read as follows:
Skc. 303. For the purpose of the tax the value of the net estate
shall be determined—
(8) in the case of a nonresident by deducting from the value of the
gross estate—
$ ] * * * L ] *

. (2) An amount equal to ‘the value of any property (A) form-

o part of the gross estate situated in the United States of any person
who died within five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within five years prior to his death,
where such property can be identified as havinﬁ n received by
‘the decedent from the donor by gift, or from such J)rior decedent by
giél:, bequest, devise, or inheritance, or which can be identified as having

n acquired in exchange for property so received. This deduction
shall be allowed only where a gift tax imposed under the Revenue Act
of 1932, or un estate tax im under this or any prior Act of Congress,
was finally determined and paid by or on behalf of such donor, or the

- estate of such prior decedent, as the case may be, and only in the amount

finally determined as the value of such Emperty in determining the
value of the gift, or the gross estate of such prior decedent, and only to
the extent that the value of such property is included in the decedent’s
gmummu,andwifindekrmiui the value of the net estale
of the prior decedent no deduction was le under thws paragraph in
re of the pr(;ﬁarly or property given in exchange therefor. ere
s deduction was allowed of any mortgage or other lien in determ'mmﬁ
the Ei(t tax, or the estate tax of the prior decedent, which was pai
in whole or in part prior to the decedent’s death, then the deduction allow-
able under this paragragh shall be reduced by the amount so paid. The
deduction allowable under this Lﬁamgmph shall be reduced by an amount
which bears the same ratio to the amounts allowed as deductions under
aragragha (1), 3), and (4) of this subdivision as the amount otherwise
eductible under this aragraph bears to the value of the decedent’s
gross estate. Where the property referred to in this paragmgg consists
of two or more items the aggregate value of such items shall be used for

the purpose of computing the deduction.

L ] L * » s ' »

(b) In the case of a nonresident, by deducting from the value of that
art of his groes estate which at the time of his death is pituated in the
nited States—

L] L ] * * L] L *
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(2) An amount equal to the value of any property (A) formingha
art of the gross estate situated in the United States of any person who
gied within five years prior to the death of the decedent, or (B) trans-
ferred to the decedent by gift within five years prior to his death, where
such property can be identified as having been received by the decedent
from the donor by gift, or from such prior decedent by gift, bequest
devise, or inheritance, or which can be identified as having been acqui
in excfmngo for I)roporty so received. This deduction shall be allowed
only where a gift tax imposed under the Revenue Act of 1932, or an
estate tax imposed under this or nn, Yrior Act of Con , was finall
determined and paid by or on hehalf of such donor, or the estate of suc
prior decedent, as the case ruay be, and only in the amount finally deter-
mined as the value of such property in determining the value of the gift,
or the gross estate of such prior decedent, and only to the extent that the
value of such property is included in that part of the decedent’s gross
estate which at the time of his death is situated in the United Stetes
States, and only if in determining the value of the nel estate of the prior
decedent no deduction was allowable under thia paragraph in respect of
the property or property given in exchange therefor. ere 8 deduction
was allowed of any mortgage or other lien in determining the gift tax,
or the cstate tax of the prior decedent, which was paid in whole or in
part prior to the decedent’s death, then the deduction allowable under
this paragraph shall be reduced by the amount 8o paid. The deduction
allowable under this paragraph shall be reduced dy an amount which
bears tho same ratio to the amounte allowed as deductions under para-
graphs (1) and (3) of this subdivision as the amount otherwise deductible
under this paragraph bears to the value of that part of the decedent’s
s8 estate which at the time of his death is situated in the United
tates. Where the property reforred to in this paragraph consists of
two or more items the aggregate value of such items shall be used for
the purposs of computing the deduction.

by agﬁﬁmfm tll)lﬁl ?mendments proposed to the above provisions
SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS.

(a) Section 803(a) of the Revenue Act of 1926, as
amended, is amended by striking out “In the case of a
resident” and inserting in liew thereof *“ In the case of &
citizen or resident of the United States”.

Norz.—Section 803(a) of the Revenue Act of 1026 will, after the
above amendment, read as follows:

be d?t:cr;x?i?xae;i-l-“fr the purpose of the tax the value of the net ostate shall -

(a) In the case of a citizen or resident of the Undied States, by de-

ductl(tﬁ f.rorr.x tl:e value of the gross estate—

(b) Section 303(b) of such Aet, as amended, is
amended by striking out “In the case of a nonresident”
and inserting in lieu thereof “In the case of a nonresident
not a citizen of the United States . ‘
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Nore.—Section 808(b) of the Revenue Act of 1926 will, after the
above amendment, read as follows: "
(b) In the case of & nonresident not a citisen of the, United States,
bﬁ' deducrtingl from the value of that part of his gross estate which at
the t?il)e 2f "s geath is situated in the%nibed States—
(c) Section 30!(c) of such Act, as amended, is
amended by striking out “in the case of a monresident”
and nserting in liew thereof * in the case of a nonresident

not a citizen of the United States .

Nore.—Section 308(c) of the Revenue Act of 1026 will, after the
above amendment, read as follows:

(o) No deduction shall be allowed in the case of a nonresident not a
citizen of the United States unless the executor includes in the return
required to be filed under section 304 the value at the ‘ime of his death
(I:Jf g\e::lt nrt:‘ of the gross estate of the nonresident not situated in the

n tates,

(d) Section 303(d) and (e) of such Act, as
amended, are amended by striking out the phrasé “ non-
resident decedent” wherever such phrase appears in such
subdivisions and inserting in liew thereof in each case “‘ non-
resident not a citizen of the United States”.

Nore.—Section 303(d) and (e) of the Revenue Act of 1026 will,
after the above amendment, read as follows: . ,

(d) For the purpose of this title, stock in a8 domestic corporation
owned and held by a nonresident deeedent not a citizen of the United
Siates shall be deemed property within the United States, and any
property of which the decedent has made a transfer, by trust or other-
wise, within the meaning of subdivision (o) or ((ilz of section 302, shall
be deemed to be situated in the United States, if so situated oither at
the time of the transfer, or at the time of the decedent’s death. For
the purposes of this title, a relinquishment or pmm{se(li relinquishment
of dower, curtesy, or of a statutory estate created in lieu of dower or
curtesy, or of other marital rights 1n the decedent’s property or estate,
sharlil:xot be considered to any extent a consideration *‘in money or money’s
wo! '"
() The amount receivable as insurance upon the life of a non-
resident deeedend nof a citizen gf the Umied Stales, and any moneys
deposited with any person carrying on the bank i)usmess, by or for
a nonresident not_a citizen of the United States who was not
eng in business in the United States at the time of his death, shall
not, for the purpose of this title, be deemed property within the United
States.

J. 53052——16
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(e) Section 304(a) and (b) of  such Act, as
amended, are amended by siriking ot “ nonresident "’
wherever such word appears and inserting in liew thereof

in each case “ nonresident not a citizen of the United States .

Nore.—Section 804(a) and (b) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

Sec. 804. (a) The executor, within two months after the dece-
dent’s death, or within a like ﬁeriod after qualifying as such, shall
give written notice thereof to the collector. The executor shall also,
at such times and in such manner as may be required by regulations
made pursuant to law, file with the collector a return under oath ip
duplicate, setting forth (1) the value of the gross estate of the dece-
dent at the time of his death, or, in case of a nonresident not a citizen
of the United States, of that part of his gross estate situated in the

nited States; (2) the deductions allowed under section 803; (8) the
value of the net estate of the decedent as defined in section 308; and
(4) the tax paid or payable thereon; or such part of such information
as may at the time be ascertainable and such supplemental data as may
be necessary to establish the correct tax.

(b) Return shall be made in all cases where the gross estate at
the death of the decedent exceeds $100,000, and in the case of the estate
of every nonresident not @ citisen o(] the United States any part of
whose gross estate is situated in the United States. If the executor is
unable to make a complete return as to any part of the gross estate of
the decedent, he shall include in his return a description of such part
and the name of every person holdinF 8 legal or beneficial interest
therein, and upon notice from the collector such person shall in like
manner make & return as to such part of the gross estate.

(f) Section 403 of the Revenue Act of 1932 is amended
by striking out “ resident decedent” and inserling in lieu
thereof “ citizen or resident of the United States ™.

Nore.—Section 403 of the Revenue Act of 1932 will, after the above
amendment, read as follows:

SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

Except as provided in section 402, the tax imposed by section 401
of this Act shall be assessed, collected, and paid, in the same manner,
and shall be subject to the same provisions of law (including penalties),
a8 the tax imposed by section 301 (a) of the Revenue Act of 1926, except
that in the case of a resident deeodent citizen or resident of the United Stales
a return shhll be required if the value of the gross estate at the time of the
decedent’s death exceeds $50,000.
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SEC. 404. REAL ESTATE SITUATED OUTSIDE THE UNITED
STATES.

So much of section 302 of the Revenue Act of 1926
as reads as follows: “ The value of the gross estate of the
decedent shall be determined by including the value at the
time of his death of all property, real or personal, tangible
or intangible, wherever situated” is amended to read us
follows: “ The value of the gross estate of the decedent shall
be determined by including the value at the time of his death
of all property, real or personal, tangible or intangible,
wherever situated, except real property situated outside the

Undited States”.

Nore—The amendment to section 302 of the Revenue Act of 1026
made by this section consists of the addition of a comma and the words
“except real property situated outside the United States”.

SEC. 465. ESTATE TAX RATES.

(a) Section 401 (b) of the Revenue Act of 1932 s
amended to read as follows:

“(b) The tentative tax reierred to in subsection (a)
(1) of this section shall equal the sum of the following
percentages of the value of the net estate:

“ Upon net estates not in excess of $36,600 $20,000,
1 per centum. | f

“$100 $200 upon net estates of $16;000 820,0Q0 ;
and upon net estates in excess of $10;600 $20,000 and noi;
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'in excess of $30;000 £30,000, 2 per centum in addition of -

such excess. , S -

“$300 $400 upon net estates of $30;000 ;330;000;
and upon net estates in excess of $36,600 $30,000 and not
in excess of $30;000 £40,000, 3 per centum in addition of
such excess. |

“$600 $700 upon net. estates of $30;000 $40,000;
and upon net estates in excess of $306,000 $40,000 and not
in excess of $46;000 $50,000, 4 per centum in addition of
such excess, :

“ $1,000 $1,700 upon net estates of $46-600 $50,900;
and upon net estates in excess of $46,060 $50,000 and not
in excess of $59;090 $60,()00, b per centum in addition of
such excess. |

“ $1:600 $1,600 upon net estates of $50,000 $60,000;
and upon net estates in excess of $69;099 $60,000 and not
in excess of $100;000.880,000, 7 per centum in addition of
such excess. '

“ $5;000 $3,000 upon net estates of $100,000 $80,-
000; and upon net estates in excess of $100;000 $80,000
and not in excess of $300;000 $100,000, 9 per centum in
addition of such excess. |

““ $14:000 84,800 upon net estates of $3066,000 $100,-
000; and upon net estates in excess of $360;000 $100,000
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and not in excess of $400;000 $200,000, ++ 12 per centum
in addition of such excess.

“ $86;000 $16,800 upon net estates of $460,6000 $200,-
000; and upon net estates in. excess of $400,000 $200,000
and not in excess of $600;600 $400,000, +8 16 per centum
in addition of such excess.

“$65,000 $48,800 upon net estates of $600,000
$£400,000; and upon net estates in excess of $600;000
$400,000 and not in excess of $890,000 $600,000, 15 19
per centum in addition of such excess.

“ 8$03:000 $86,800 upon net estates of $866;000
$600,000; and upon net estates in excess of £806,000
$600,000 and not in excess of $1;000;000 $800,000, ++ 22
per centum in addition of such excess.

“ $426;000 $130,800 upon net estates of $1;660;000
$800,000; and upon net estates in oxcess of $3;000,000
$800,000 and not in excess of $4;600;000 $1,000,000, 19
26 p& centun in addition of such excess.

- $294:000 $160,800 upon net estates of $1;600;000
$1,000,000; and upon net estates in excess of $1;500;060
$1,000,000 and .not in excess of $3;000;000 $1,500,000,
31 28 per centum in addition of such excess.

“ $886;000 $320,800 upon net estates of $2;000;000
$1,500,000; and upon net estates 1;1 excess of $2,000,000
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$1,500,000 and not in excess of $3:566,000 $2,000,000,
88 31 per centum in addition of such excess.

“ $441;000 $475,800 upon net estates of $2500,000
$2,000,000; and upon net estates in oxcess of $3;600,000
32,000,000 and not in excess of $3;000;000 $2,500,000,
25 34 per centum in addition of such excess.

“ $666;000 $645,800 upon net estates of $3;000;000
$2,600,000; and upon net estates in excess of $3;000;000

© $2,500,000 and not in excess of $3:500;000 $3,000,000,

3% 37 per centum in addition of such excess.

“ $701;000 $830,800 upon net estates of $3;600;600
$3,000,000; and 'upon net estates in excess of $3;506,000
$3,000,000 and not in excess of $4;000,000 $3,500,000,
89 40 per centum in addition of such excess.

“ $846,000 $1,030,800 upon net estates of $4;600;600
$3,500,000; and upon net estates in excess of $4;000;000
$3,500,000 and not in excess of $4;600,000 $4,000,000,
84 43 per centumn in addition of such excess,

‘“ $1;001;000 $1,245,800 upon net estates of $4;500;-
000 $4,000,000; and upon net estates in excess of $4;660,000
$4,000,000 and not in excess of $5:000,000 $4,500,000,
38 46 per centum in addition of such excess.

' $1:166;000 $1,475,800 upon net estates of $6;000;-
000 84,500,0002 and upon net estates in excess of
$56;000;000 $4,500,000 and not in excess of $6;000;000
$5,000,000, 35 48 per centum in addition of such excess.
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“ $4;616;000 $1,715,800 upon net estates of $6;600;-

060 $5,000,000; and upon net estates in excess  of
$6;000;000 35,000,000 and not in excess of $+000;600
$6,000,000, 3% 50 per centum in addition of such excess.
“-$1:886;000 $2,215,800 upon net estates of $7;000;-

060 $6,000,000; and upon net estates in excess of
$%,006;000 $6,000,000 and not in excess of $8;000,060
$7,000,000, 88 52 per centum in addition of such excess.
“ $3;276;000 $2,735,800 upon net estates of $8;000;

000 $7,000,000; and upon net estates in excess of
$9:000;000 $7,000,000 and not in excess of $8;000;060
$8,000,000, 4+ 54 per centum in addition of such excess.
“ $2.:686,000 $3,275,800 upon net estates of $8;000;-

000 $8,000,000; and upon net estates in excess of
$0;000,000 $8,000,000 and not in excess of $10;000,000
$9,000,000, 43 56 per centum in addition of such excess.
K $8:1+6;000 $3,835,800 upon net estates of $16,000;-
000 $£9,000,000; and upon net estates in excess of $36,000;-
000; 45 per centumn in eddition of such exeess $9,000,000
and not in excess of $10,000,000, 58 per centum in addi-
tion of such excess. L {
“$4,415,800 upon net estales of $10,000,000; and
upon net estates in excess of 310,000,000, 60 per centum

in addition of such excess.” : .

——— ey
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(b) Section 401 (c) of the Revenue: dct of 1932

(relating to the exemption for the purposes of the additional

estate tax) is amended by st%ng out “$50,000” dnd.
inserting in lie thereof “ $40,000",

Norz.—Section 401 Sc) of the Rovenue Act of 1932 will, after the
above amendment, read as follows:

(0) For the purposes.of this section the value of the net cstate shall
be determined as %rovxded in Title I1I of the Revenue Act of 1926, as
amended, except that in lieu of the exemption of $100,000 pmvided in
section 303(a)(4) of such Act, the exemption shall be $66;,000 840,000,

(¢) Section 403 of the Revenue Act of 1932 (relating

~to the requirement for filing return under such additional

estate tax) is amended by striking out “ $50,000"° and
inserting in lieu thereof *“ $40,000”.

Nore.—Section 403 of the Revenue Act of 1932, will, after the above
amendment, read as follows:

SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

Except as provided in section 402, the tax imposed by section 401 of
this Act shall be assessed, collccted, and paid, in the same manner, and -
shall be subjeot to the same provisions of law (including penalties), as
the tax imposed by section 301(a) of the Revenue Act of 1926, except
that in the case of & resident decedent a return shall be required if the
value of the grous estate at the time of the decedent's death exceeds

56,608 £40,000.
(d) The amendments made by this section shall be -

effective only with respéct to transfers of estates of deced;nts
dying after the date of the enaciment of this Ao,
SE&. 406. NONDEDUCTIBILITY OF .CERTAIN TRANSFERS.
Section 303(a)(3) and section 303(b)(8) of the
Revenue Act of 1926, as amended, are amended by inserting
after « individual ", wherever appearing therein, a comma
and the following: “ and no substantial part of the activities
of which is‘ participation in partisan 'politw;cs or 8 carry-

ing on propaganda, or otherwise attempting, to influence

legislation”, :
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.. Norz.—S8ection 303(a)(8) of the Revenue Act of 1926, as amended,
will, after the above amendment, read as follows:
Sro. 803. For the purpose of the tax the value of the net estate shall
be determined— -

() In the case of s resident, by deducting from the value of the

groes estate— \
] ] ] [ ] [ * ]

(3) The amount of 1l bequests, legacies, devises, or transfers, to
or for the use of the United States, an State, Territory, any political
subdivision thereof, or the District of olumbia, for exclusively public
‘pu?oseai‘ or to or for the use of any corporation organized and oper-
ated exclusively for religious, charitable, scientifle, iterary, or educa-
tivnal purposes, including the oncouragement of srt and the prevention
of cruelty to children or animals, no part of the net carnings of which
inures to the benefit of any private stockholder or individual, and no
substantial part of the activities of which is participation in partisan

olitios or is carrying on propaganda, or otherwise atten ting, to
tnfluence legislation, or to a trustee or trustees, or a fraterna soclety,
order, or nssociation operatini:nder the lodge system, but only if such
contributions or gifts are to be used by such trustee or trustees, or by
such fraternal society, order, or association, exclusively for reiigious,
charitable, scientific, {iterary, or educational purposes, or for the preven-
tion of cruelty to children or animals. If the tax imposed by section
801, or any estate, succession, legacy, or inheritance taxes, are, either
by the terms of the will, by the law of the j}urisdiction under which
the estate is administered, or by the law of the jurisdiction imposing
the particular tax, payable in ‘whole or in part out of the bequesta,
legacies, or devises otherwise deductible under this para'gmgh, then
the amount deductible under this pamgraﬁh shall be the amount of such
bequests, legacies, or devises reduced by the amount of such taxes. The
amount of the deduction under this paragraph for any transfer shall
not exceed the value of the transferred property required to be included
in the gross estate; and

Section 803(b3 (8? of the Rovenue Act of 1926, as amended, will,
after the above amendment, read as follows:

(b) In the case of a nonresident, by deducting from the value of
that part of his gross estate which at the time of his death is situated
in the United States—

. . . . . . )

(8) The amount of all boguests, legucics, devises, or transfers, to
or for the use of the United States, any State, Territory, any pofiti-
cal subdivision thereof, or the District of Columbia, for exclusively
public purposes, or to or for the use of any domestic corporation
organized and operated exclusively for religious, charitable, scientific,
literary, or educational purposes, including the encouragement of art
and the prevention of cruelty to children or animals, no part of the
net earnings of which inures to the benefit of any private stockholder
or individual, and no substantial part of the actrvities of which is
participation in partisan politics or is carrying on propaganda, or
otherwise attempting, to influence legislation, or to 8 trustee or trustees,
or & fraternal society, cxder, or association operating under the lod

stem, but only if such contributions or gifts are to be used within
the United States by such trustee or trustees, or by such fraternal
society, order, or association, exclusively for religious, chax:ntablei
scientific, literary, or educational pu y or for the prevention o
~ cruelty to children or animals. If the tax imposed by section 801,
or any estate, succession, legacy, or inheritance taxes, are, ejther by
the terms of the w;‘% by the law of the jurigdiction under which the
_estate is administered, or by the law of the jurisdiction imposing the
particular tax, payable in whole or in part out of the bequests, legacies,
or devises otherwise deductible unde this paragraph, then the amount
deductible under this paragraph shull be the amount of such bequests,
legacies, or devises reduced by the amount of such taxes. The amount
of the deduction under this paragraph for any transfer shall not exceed
the value of the transferred property required to be included in the

groes estate,
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TITLE 11l—AMENDMENTS TO PRIOR ACTS AND
MISCELLANEOUS
SEC. 501, PERIOD FOR PETITIbN TQ BOARD UNDER PRIOR ACTS.

Section 274(a) of the Revenue Act of 1926, section

+ 808(a) of the Revenue Act of 1926, section 513(a) of the

Revenue Act of 1932, and section 272(a) of the Revenue
Act of 1928 and the Revenue Act of 1932 (relating to the
period during which a taxpayer may pelition the Board of
Tax Appeals for redetermination of a deficiency), are
amended by striking out “ 60 days"” and inserting in liew
thereof “ 90 days" ; by striking out *“ not counting Sunday
as the siztieth day " and inserting in liew thereof “ not count-
ing Sunday or a legal holiday in the District of Columbia
as the ninetieth day”; and by striking out * 60-day” and
inserting in liew thereof ** 90-day”. The amendments made
by this section shall apply only in respect of notices mailed
after 30 days after the date of the enactment of this Aet.

Nore.—Section 274(a) of the Revenue Act of 1926, section 808{%
of the Revenwe Aot of 19%6, section 613(a) of the Revenus Aot of 19,
and section 272(a) of the Revenue Act of 1928 and the Revenue Act of
1932 will, after the above amendments, read as follows:

Sec. 274. (a) If in the case of any taxpayer, the Commissioner
determines that there is a deficiency in resa)ect of the tax imposed b
this title, the Commissioner is authorized to send notice of such defi-
ciency to the taxpayer by registered mail. Within 80 days 90 days
-after such notice 18 mailed (neb eounting Sundey ae the sixtieth
not counting Sunday 0¥ 'a legal holiday in the District: of Columbia as the
ninetieth day), the taxpayer may filo a petition with the Board of Tax
Appeals for a redetermination of the deficiency. Except as otherwise
provided in subdivision (d) or (f) of this section or in section 279, 282,
or 1001, no assessment of a de ciex;:z{y in respect of the tax imposed b{
this title and no distraint or proceeding in court for its collection shall
be made, begun, or prosecuted until such netice has been mailed to the
taxpayer, nor until the expiration of such 60-day 90-day period, nor, if
a petition has been filed with the Board, until the decision of the Board

4
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"hes become final. Notwithstanding the provisions of section 3224 of
the Revised Statutes the making of such assessment or the beginning of
such proceeding or distraint during the time such prohibition 18 in force
may be enjoined by a g ing in the proper court, )

Sxc. 308, (a)'If the Commissioner determines that there is a de-
ficiency in respect of the tax imposed by this title, the Commissioner
is authorized to send notice of such deficiency to the executor by
r:astered mail. Within &2 deys 90 days after such ‘Sx'm’:‘l&o is mn;il‘;a:l

eoenmﬁ' Sunday ae the sintieth not counting Sunday or a

iday in the District of Columbia as the ninetisth day), the executor
may file a petition with the Board of Tax Appoals for a redetermina-
tion of the deficiency. Except as otherwise provided in subdivision (d)

or (f) of this section or in section 312 or 1001, no assessment of a defi-

ciency in reapect of the tax imposed by this tit'c and no distraint or pro-
coeding in court for its collection shall be midle, begun, or prosecuted
until such notice has been mailed to the exevutor, nor until the expi-
ration of such 60-dey 90-day period, nor, if u ystition has been filed
with the Board, until the decision of the Board has become final. Not-
withstanding the Erovisions of section 3224 of the Revised Statutes
the making of such assessment or the beginning of such praceeding or
distraint during the time such prohibitivn is in force may be enjoined
by a proceeding in the proper court.

8EC, 513, ASSESSMENT AND COLLECTION OF DEFICIENCIES,

(a) PrriTioN TO BOARD OF Tax AppeaLs.—If the Commissioner
determines that there is a deficiency in respect of the tax imposed by this
title, the Commissioner is authorized to send notice of such deﬁcienc{
to the donor b registered mail. Within 60 daye 90 days after suc
notice is mailed (noé eounting Sunday ae the sixtieth dey nol counting
Sunday or a legal holiday in the District of Columbia as the ninetieth day),
the donor may file a petition with the Board of Tax Appeals for a rede-
termination of the deficiency. No assessment of & deficiency in respect
of the tax imposed ‘I:K this title and no distraint or proceeding in court
for its collection shall be made, begun, or prosecuted until such notice
has been mailed to the donor, nor until the expiration of such 60-dey
00-day period, nor, if a petition has been filed with the Board, until the
decision of the Board has become final. Notwithstanding the provisions
of section 3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during he time such
prohibition is in force may be enjoined by a proceeding in the proper
court,

For exceptions to the restrictions imposed by this subsection sco—

d (1) Subsection (d) of this section, relating to waivers by the

onor;
(2) Subsection (f) of this section, relating to notifications of
mathematical errors apfearing upon the face of the return;

(3) Section 514, relating to jeopardy assessments; )

§4) Section 516, relating to bankruptey and receiverships; and

6) Soction 1001 of the Revenue Act of 1926, as amended,
relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

(Revenue Act of 1928) SEC, 272, PROCEDURE IN GENERAL.

(a) Petition to Board of Tax Appeals.—If in the case of any tax-
payer, the Commissioner determines that there is a deficiency in respect
of the tax imﬁosed by this title, the Commissioner is authorized. to send
notice of suck deficiency to the taxpayer by registered mail. Within
60 deys 90 days after such notice is mailed (ot eounting Sunday ee the
sintieth day nof counting Sunday or a legal holiday in the Dustrict of
Columbia as the ninetieth day), the taxpayer may file a petition with the
Board of Tax Appeals for a redetermination of the deficiency. No
assessment of & deficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its collection shall be made, begun,
or prosecuted until such notice has been mailed to the taxpayer, nor

. “"7“.‘
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until the expiration of such 86-dey 80-day period, por, if & petition bas
been filod with the Board, until the decision of the Hoard ome
final. Notwithstandinf tﬁe provisions of section 3224 of the Revised
Statutes the making of such assessment or the beginning of such pro-
ceeding or distraint during the time such prohibition is in force may be
enjoined by & proceeding in the proper court.
‘For exceptions to the restrictions imposed by this subsection, see—
(1) Subsection (d) of this section, relating to waivers i)y the
taxpayer;
" (2) Subseotion (f) of this section, relating to notifications of
mathematical errors zgreqring upon the face of the return;
(3) Section 273, relating to jeopardy assessments; .
(4) Section 274, relating to bankruptcy and receiverships; and
(6) Bection 1001 of the Revenue Act of 1926, as amended,
relating to assessment or collection of the amount of the deficiency
determuned by the Board pending court review.

(Revenue Act of 1982) SEC. 272. PROCEDURE IN GENERAL.

(8) PemiTioN T0 BoaRp or Tax ArpEaLs.—If in the case of any
taxpayer, the Commissioner determines that there is a deficiency in
resgect of the tax imposed by this title, the Commissioner is author-
ized to send notice of such deficiency to the taxpayer by registered
mail, Within 60 daye 90 days after such notice is mailed (net H
Sunday es the sintieth dey nof counting Sunday or a legal holiday in the
District of Columbia as the ninetieth day), the taxpayer may file a petition
with the Board of Tax Appeals for a redetermination of the deficiency.
No assessment of a deficiency in respect of the tax imposed by this
title and no distraint or proceeding in court for its collection shall be
made, begun, or 'Hrosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 66-dey 90-day period, nor, if
a petition has been filed with the Board, until the decision of the Board
hes become final. Notwithstanding the provisions of eection 3224
of the Revised Statutes the making of such assessment or the beginning
of such procceding or distraint during the time such prohibition is in
force may be enjoined by a proceeding in the groper court. -

For exceptions to the reatrictions imposed by this subsection, see—

(1) Subsection (d) of this section, relating to waivers by the

ayer;
(g) éubsection((f) of this section, relating to notifications of
mathematical errors appearing upon the face of the return;

(3) Section 273, relating to jeopardy assessments; )

24) Soction 274, rolating to bankruptcy and receiverships; and
. (b) Section 1001 of the Revenue Act of 1926, as amended, relat-
ing to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

taxp

SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.
(a) Section 610 of the Revenue Act of 1928 13 amended
by adding at the end thereof a new subsection to read as
follows:
“(c) Despite the provisions of subsections (a) and
(b) such suit may be brought at any time within five years
from the making of the refund if it appears that any part
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of the refund was induced by fraud or the misrepresentation
of a material fact.” .
(b) The amendment made by subsection (a) of this

section shall not apply to any suit which was barred on the

date of the enactment of this Act.

Norz.—Section 610 of the Revenue Act of 1028 will, after the addi-
tion of the new subsection, read as follows:

SEC. 610, RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

(a) Any portion of an internal-revenue tax (or any interest, pen-
alty, additional amount, or addition to such tax) refund of which
is erroneously made, within the meaning of section 608, after the
enactment of this Act, may be recovered by suit brought in the name
of the United States, but only if such svit is begun within two years
after the making of such refund.

(b) Any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) which has been
erroneously refunded (if such refund would not he considered as
erroneous under section 608) may be recovered by suit brought in the
name of the United States, but only if such suit is begun before the
expiration of two years after the making of such refund or before
May 1, 1928, whichever date is later. '

(0) Despite the provisions of subseotions (a) and (b) such suit may
be brought at any time within flve years from the making of the refund
if it appears that any part of the refund was induced by fraud or the
misrepresentation of a material faot.

SEC. 503. STATUTE OF LIMITATIONS ON SUITS FOR REFUND.

Section 608(b)(R) of the Revenue Act of 1928 1is
amended by adding at the end thereof a new sentence to read
as follows: “ If such agreement has been entered into, the
running of sicch statute of limitations shall be suspended in
accordance witl: the terma of the agreement.”

Nore.—Section 608 of the Revenue Act of 1928 will, after the addi-
tion of the new sentence, read as-follows:

$08. EFFECT OF EXPIRATION OF PERIOD OF LIMITATION

AGAINST TAXPAYER, _

A refund of any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) made after the
enactment of this Act, shall be considered erroneous—

(s) if made after the expiration of the period of limitation for
filing claim therefor, unless within such period claim was filed; or

(b) in the case of a claim filed within the mper time and disallowed
by the Commissioner after the enactment of this Act, if the refund was
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m:lde after the expiration of the period of limitation for filing suit,
unless—
21 within such period suit was begun by the taxpayer, or
2) within such periody the taxpayer and the Commissioner
agreed in writing to suspend the running of the statute of limita-
tions for filing suit from the date of the agreement to the date of -
final decision in one or more named cases then pend.ng before the
United States Board of Tax Appeals or the courts. If such agree-
ment has been entered into the running of such statute of limitations
shall be suspended in accordance with the terms of the agreement.

SEC. 504. OVERPAYMENTS FOUND BY THE BOARD OF TAX
APPEALS.

(a) The last sentence of section 322(d) of th: Revenue
Act of 1932 and of the Revenue Act of 1928 are ainended to
read as follows: “ No such credit or refund shall 1 made of
any portion of the tax unless the Board determines as part
of its decision that it was paid within two years before
the filing of the claim or the filing of the petition, whichever
is earlier.”

Note.—Section 322 (d) of the Revenue Act of 1932 and of tho
Revenue Act of 1928 will, after the above amendment, read as follows:

(d) OverpayMENT Founp BY Boarp—If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of which
the Commissioner determined the deficiency, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be
credited or refunded to the taxpayer. No such credit or refund shall be
made of any portion of the tax unless the Board determines as part of its
decision that 14 was paid mere than within two years before the filing of
the claim or the filing of the petition, whichever is earlier.

(b) The last sentence of section 528(d) of the Revenue
Act of 1932 i3 amended to read as follows: “No such credit
or refund shall be made of any portion of the tax unless the
Board determines as part of its decision that it was paid
within three years before the filing of the claim or the filing

of the petition, whichever s earlier.”
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Nore.—Section 528(d) of the Revenue Act of 1932 will, after the
above amendment, read as follows:

(d) OverrayMENT Founp BY Boarp.—If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an‘overﬁayment of tax in respect of the taxable year in respect of
which the Commissioner determined the deficiency, the Board shall
have jurisdiction to determine the amount of such overpayment, and
such amount shall, when the decision of the Board has become final
be credited or refunded to the taxpayer. No such credit or refund
shall be made of any portion of the tax unless the Board determines as
part of is decision that it was paid mere ther within three years before
the of the claim or the of the petition, whichever is earlier.

| (c) The last sentence of section 284(e) of the Revenue
Act of 1926, as amended, 18 amended to read as follows:
“Unless the Board determines as part of its decision that
the claim for credit or refurd, or the petition, was filed
within the time prescribed in subdivision (g) for filing
claims, no such credit or refund shall be made of any por-
tion of the tax unless the Board determines as part of s
decision that it was paid within four years (or, in the case
of a tax imposed by this title, within three years) before the
filing of the claim or the filing of the petition, whichever
i8 earlier.”’

Note.—Section 284 (e) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

(e) If the Board finds that there is no deficiency and further finds
that the taxpayer has made an overpayment of tax in respect of the
taxable year in respect of which the Commissioner determined the
deficiency, the Board shall have jurisdiction to determine the amount of
such overpayment, and such amount shall, when the decision of the
Board has become final, be credited or refunded to the taxpayer as
provided in sg})e(:livmon (& Dnlese elaim for eredit or (g)tere, the

ionr wos hi tinre bod i oubdivin L
elatme; no sueh eredit or refund ohall be made of any pertion of the tax
paid meore than four years {or; in the eace of o tax impesed by this title;
more then three years) before the filing of the elaim er the fling of the
petition; whiehever iv earliem Unless the Board determines as part
of its decision that the claim for credit or refund, or the petition, was

within the times prescribed in subdivision (g) for filing claims, no
such credit or refund shall be mads of any portion of the tax unless the
Board determines as part of s decision that 1t was paid within four years
or, in the case of a taz imposed by this titls, within three years) before the
ing of the claim or the filing of the petition, whichever is earlior,
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(d) The last sentence of section 319(¢) of the Revenue

“Act of 1926, as amended, is amended to read as follows:

“No such refund shall be made of any portion of the tax
unless the Board determines as part of its decision that it
was paid within four years (or in the case of a tax imposed
by this title, within three years) before the filing of the claim
or the filing of the petition, whichever is earlier.”

Nore.—Section 319 (¢) of the Roevenue Act of 1926, as amended,
will, after the above amendment, read as follows:

(c) If the Board finds that there is no deficiency and further finds
that the executor has made an overpayment of tax, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be credited
or refunded to the executor as provided in section 3220 of the Revised
Statutes, as amended. No such refund shall be made of any portion of
the tax peid mere than unless the Board determines as part of is decision
that it was paid wihin four years (or, in the case of a tax imposed by this
title, mere then within three years) beforc the filing of the claim or the
filing of the petition, whichever is earlier. .

(¢) The amendments made by subsections (a), (b),

(c), and (d) of this section shall have no effect in the case
of any proceeding before the Board on a petition if any
hearing by the Board thereon has been held prior to 30
days after the date of the enactment of this Act.
SEq. 505. BANKRUPTCY AND RECEIVERSHIPS.

| (a) Section 274(a) of the Revenue Act of 1932 and
the Revenue Act of 1928 and section 282(a) of the Revenue
Act of 1926 are amended by inserting after the first sentence
thereof the following: | |
“In such cases the trustee in bankrupicy or -reoeiver shall
give notice in writing to the Commissioner ‘of the adjudi-
cation of bankruptcy or the appoiﬁtment of the reéeii:er, and
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the running of the statute of limitations on the making of

~ assessments shall be suspended for the period from the date

of a'djudication in bankruptcy or the appointment of the
receiver to a date 30 days after the date upon which the
notice from the trustee or recewer i8 received by the Com-
missioner; but the suspension under this sentence shall in no

case be for a period in excess of two years.”

Nore.—Section 274(a) of the Revenae Act of 1932 and the Revenue
Act of 1928 will, after the above insertion, read as follows:

(a) Immeorare AssessMENT.—Upon the adjudication of bankruptcy
of any texpayer in any bankruptcy proceeding or the appointment of
a receiver for auny taxpayer in any receivership prooeeding‘ before any
court of the United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) determined b
the Commissioner in respect of a tax imposed by this title upon suc
taxpayer shall, despite the restrictions imposed by section 272{&) upon
assessments be immediately assessed if such deficiency has not theretofore
been assessed in accordance with law. JIn such cases the trustee in bank-
ruptcy or receiver shall give nolos tn writing to the Commissioner of
the adjudication of bankrwptcg or the appointment of the receiver, and
the running of the statute of limitations on the making of assessments
shall be suspended for the period from the date of adjudioation in bank-
ruptcy or the appointment of the receiver to a date 30 days after the
date upon which the notice from the trustes or recewer is received by
the Commissioner; but the suspension under this sentence shall in no
case be {or a period in ewcoss of two years. Claims for the deficiency
and such interest, additional amounts and additions to the tax may be
presented, for adjudication in accordance with law, to the court before
which the bankruptcy or receivership proceeding is pending, despite the
pendency of proceedings for the redetermination of the deficiency in
pursuance of a petition to the Board; but no petition for any such rede-
termination shall be filed with the Board after the adjudication of
bankruptcy or the appointment of the receiver.

Section 282(:? of the Revenue Act of 1926 will, after the above
insertion, read as follows: .

Seo, 282. (a) Upon the adjudication of bankruptcy of any tax-
ayer in any bankruptcy proceeding or the appointment of a receiver
or any taxpayer in any receivership proceeding before any court of the

Unitex States or of any State or Territory or of the District of Colum-
bia, any deficiency (together with all interest, additional amounts, or
additions to the tax provided for by law) determined by the Commis-
sioner in respect of a tax imposed by this title upon such taxpayer
shall, despite the Provisions of subdivision (a) of section 274, be imme-
diately assessed if such deficiency has not theretofore been assessed in
accordance with law. In such cases the trustee in bamkmpatgy or
receiver shall give notice in writing to the Commassioner of the adjudi-
cation of b ptoy or the appointment of the recsiver, and the run-
ning of the statuie of limitations on the ing owmmwm shall be

adgudication in bankrupléy
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or the appointment of the receiver to a date 30 days after the date upon -
which the notice from the trustee or receiver is recetved by the Commis-
sioner; but the suspension under this sentence shall in no case be for a
perioa( in excess of two years. Claim for the deficiency and such inter-
est, additional amounts and additions to the tax may be presented, for
adjudication in accordance with law, to the court before which the
bankruptey or receivership proceeding is pending, despite the pendency
of proceedings for the redetermination of the deficiency in pursuance
of a petition to the Board; but no petition for any such redeterraination
shall be filed with the Board after the adjudication of bankruptcy or
the appointment of the receiver.

(b) The amendments made by subsection (a) shall not
apply in any case in which the adjudication has occurred,
or the receier has been appointed, prior to the date of the
enactment of this Act.

SEC. 506. RETROACTIVITY OF REGULATIONS, RULINGS, ETC.

Sectionl 1108 (a) of the Revenue Act of 1926, as
amended, 18 amended to read as follows:

“(a) The Sccretary, or the Commissioner with the
approval of the Secretary, may prescribe the extent, if any,
to which any ruling, regulation, or Treasury Decision,
relating to the internal revenue laws, shall be applied without

retroactive effect.”

Nore—Section 1108(a) of the Revenue Act of 1926, as amended,
which is amended by this section, reads as follows:

Seo. 1108, (a) In case a regulation or Treasury decision relating
to the internal-revenue laws it amended by a subsequent regulation or
Treasury decision, made by the Secretary or by the Commissioner with
the approval of the Secretary, such subsequent regulation or Treasury
decision may, with the approval of the Secretary, be applied without
retroactive effect.

SEC. 507. EXAMINATION OF BOOKS AND WITNESSES.

The Commissioner, for the purpose of determining the

liability at law or in equity of a transferee of the property
‘of any person with respect to any Federal taes imposed

upon such person, i8 hereby authorized, by any officer or
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employee of the Bureau of Internal Revenue, including the
ﬁeld service, deszynated by him for that purpose, to examine
any books, papers, records, or memoranda bearing upon
such liability, and may require the attendance of the trans
feror or transferee, or of any officer or employee of such
person, or the atlendance of any other person having knowl-
edge in the premises, and may take his testimony with
reference to the matter, with power to administer oaths to
such person or persons.

SEC. 508. SALE OF PERSONAL PROPERTY UNDER DISTRAINT.

Section 3192 of the Revised Statutes is amended to
read as follows:

“SE0. 3192. When any property edvertised for sale
undor distraint; 89 eforesnid; is of a kind subjoct to taz; and
the tax hes net been puid; and the emeunt bid for such
property is not equal to the amount of the tax; the eollector
may purehace the same in behalf of the United States for an
ameotnt not execeding the said tax: All properiy so pur-
chosed may be sold by the eolleetor; undor sueh regulotions
08 moey be preseribed by the Cemmissioner of Intermel
Revenue: The eellcetor shell render to the Commissioner a
distinet aceount of all eharges ineurred in sueh selos; and;
in eose of sale; shall pay inte the Treasury the surplus;
if any there be; after dofraying all lowiul eharges and
fees: When any personal properly is advertised for sale
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under distraint as aforesaid, the officer making the seizure
shall proceed to sell such property at a public ac;ction,

- offering the same at a minimum price, including the expenses
. of making the levy and of advertising the sale, and if the

amount bid for such property at the sale is not equal to the
minimum price so fized, the officer conducting the sale may
declare the same to be purchased by him for the United States.
The property so purchased may be sold by the collector within
whose district the sale was made under such regulations. as
may be presoribed by the Commissioner of Internal Revenue,

" ‘with the approval of the Secretary of the Treasury. The

collector shall render to the Commissioner a distinct account

of all charges incurred in such sales, and, in case of resale,

. shall. pay into the Treasury the proceeds as provided in

section 3210 of the Revised Statutes, as amended.”
SEC. 509. DISCHARGE OF LIENS.
Section 8186(c) of the Revised Statutes, as amended,

s amended by adding at the end thereof the follo sing new

paragraph:
“(4) May issue a certificate of discharge of any part
of the property subject to the lien if there is paid over to

. the collector in part satisfaction of the liability in respect. of

such tax an amount determined by the Commissioner, which
shall not be less than the value, as determined by him, of the
interest of the United States in the part to be so discharged.
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In determining such value the Commissioner shall: give con-
sideration to the fair market value of the part to be so dis-
charged and to such liens thereon as have priority to the lien
of the United States.” : ' :

" Nore.—Section 3186(c) of the Revised Statutes will, after the above
amendment, read as follows:

(¢c) Subject to such regulations as the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, may
prescribe, the collector of internal revenue charged with an assessment
1n respect of any tax— : ' -

1) May issue a certificate of release of the lien if the collector
finds that the liability for the amount assessed, together with all inter-

~ est in res thereof, has been satisfied or has become unenforceable;

(2) May issue a certificate of release of the lien if there is fur-
nished to the collector and accepted by him a bond that is conditioned
upon the payment of the amount assessed tog:ther with all interest
in respect thereof, within the time presm'ii)ed y law (including any
extension of such time), and that is in accordance with such require-
ments relating to terms, conditions, and form of the bond and sureties
thereon, as may be specified in the regulations;

(3) May issue a certificate of partial discharge of any part of
the property subject to the lien if the collector ﬁnds that tﬁe fair
market value of that part of such property remaining subject to the
lien is at least double the amount of the liability remaining unsatisfied
in respect of such tax and the amount of all prior liens upon such
property.

(4) Ma,:/ issue a certificate of discharge of any part of the property
subject to the lien if there is paid over to the collector in part satrsfac-
tion of the liability in respect 05 such taw an amount determined by the
Commissioner, whiokh shall not be less than the value, as determined
him, of the interest of the United States in the pait to be so discharged.
In Jetermz'ning such value the Commissioner shall give consideration to
the fair market value of the part to be so discharged and to such Uens
thereon as have priority to the lien of the United States.

" SEC. 510. JEOPARDY ASSESSMENTS.

Section 1105 of the Revenue Act of 1932 i3 amended
to read as follows:
“S8EC. 1105. JEOPARi)Y ASSESSMENT.

£ (o) ¥ the Commissioner finds that o percen liable for

ternal-revenue laws desigas quielly to depart from the United

Smeserteremwehisprepeﬁy&here&em;er%eeoneed
hisaself or his property therein; or to do eny other act tend-
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ing o prejudico or to ronder whelly or pasiy inefloowal
proceedings to eolloet sueh tax unless such proceedings be
of sueh finding to be given sueh person; together with o do-
mand for en immediate return and immediate payment of
due and payable:

£ (b} I sueh persen (1) is not in defeult in meking
any return of paying eny tex nnder the internal-revenue
lows; and {23) furnishes to the United States; under regula-
tions to be preseribed by the Commissioner with the ap-
proval of the Seerctary; seeurity approved by the Commis-
sioner that he will duly return and pay the tax to swhich the
Gemmissionerls finding relates; then such tax chall ot be
payable prier to the time otherwise fixed for payment.

“(a) If the Commissioner believes that the collection
of any tax (other than income taz, estate taz, and gift
tax) under any provision of the internal-revenue laws will
be jeopardized by delay, he shall, whether or not the time
otherwise prescribed by law for maki'ng return and paying

such taz has expired, immediately assess such tax (logether

: with all interest and penulties the assessment of which is

provided for by law). SM lax, penalties, and inlerest shall
thereupon become immediately due and payable, and im-

~ mediate nolice and demand shall be made by the collector for
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the payment thereof. Upon failure or refusc! to pay such
taz, penalty, and interest, collection thereof by distraint shall
be lawful without regard to the period prescribed in section
3187 of the Revised Statules, as amended.

“(b) The collection of the whole or any part of the-
amount of such assessment may be stayed by filing with the
collector a bond in such amount, not exceeding double the
amount as to which the stay is desired, and with such sureties,
as the collector deems necessary, conditioned upon the pay-
ment of the amount collection of which is stayed, at the
time at which, but for this section, such amount would be

due.”

SEC. 511. GIFTS OF PROPERTY SUBJECT TO POWER.

Subsection (c) of section 501 of the Revenue Act of
1932 (relating to the inapplicability of gift tax in the case
of the transfer of property in trust subject to the power of
the donor to revest title in himself ) is repealed.

Note.—Section 501 (¢) of the Revenue Aot of 1932, repealed by the

ision, reads as follows:
S P AL e f gty n

where the pewer to revest in the doner title o sueh property is vested
in the dene mwmwmwwmmhwmm

SEC. 512. GENERAL COUNSEL FOR THE TREASURY.
(a) There i8 hereby created in the Department of the
Treasury the office of General Counsel for the Department
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of the Treasury. (hereinafter in this section referred to as

" the “ General Counsel”). The General Counsel shall be

appointed by the President, by and with the advice and
consent of the Senale, and shall receive compensation at
the rate of $10,000 per annum. - The General Counsel shall
be the chief law officer of the Depariment, and shall perform
such duties in respect of the legal activilies thereof as may
be prescribed by the Secretary or required by law. The
Secretary may appoint and fiv the duties of such officers
and employees a3 he may deem necessary to assiat the Gen-
eral Counsel in the performance of his duties. The Presi-
dent 1s authorized to appoint, by and with the advice and
consent of the Senate, not to exceed siz Assistant General
Counsel and to fix their compensation at rates not in excess
of $10,600 per annum. The Secretary may designate one
of such Assistant General Counsél to act as the General

Counsel during the absence of the General Counsel, The

.Qeneral Counsel, with the approval of the Secretary, is

authorized to delegate to any Assislant General Counsel
any authority, duty, or funclion which the General Counsel
is authorized or required to exercise or perform. The rate
of cumpensation of any person appointed under.the pro-
visions of this subsection shall be subject lo the reduction
applicable to officers and employees of the Federal Govern-
ment generally.
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(b) The offices of General Counsel for the Buredu
of Internal Revenue, Assistant Gensral Counsel for the
Bureau of Internal Revenue, Solicitor of the Treasury,
and Assistant Solicitor of the Treasury ave hereby abolishe.
The powers, duties, and functions of such offices are hereby
transferred to the General Counsel. This subsection shall
take effect when the General Counsel first appointed under
subsection (a) qualifies and takes office.

(¢) Nathing in this section shall be consirued to affect
th.e duties, powers, or functions imposed upon, or vested in,
the Department of Justice, or any officer thereof, by existing
law.

SEC. 513. ASSISTANTS IN THE TREASURY.

The President i3 authorized to appoint, by . and with
the advice and consent of the Senale, five assistants to the
Secretary of the Treasury and to fiz their compematibn

at rates not to exceed $10,000 per annum, but the rates so

fized shall be subject to the reduction applicable to officers
and employees of the Federal Government generally. The
Secretary s authorized o delegate to such assistants any
authority, duty, or function which he is authorized or required
to exercise or. perform. Whenever the President declares
by Ezecutive order that the emergency requiring the appoint-

. menis under this section has ceased lo exist, the persons ap-
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pointed under this section shall cease to hold office under
this section, and the power of the President under this section
shall terminate. o
SEC. 514. POSTAL RATES. ‘

Section 1001(a), as amended, of the Revenue Act
of 1932, and section 2 of the Act entitled “An Act to extend
the gasoline taz for one year, to modify postage rates on
mail matter, and for other purposes ", approved June 16,
1933, are amended by siriking out ““ 1934 " wherever such
date appears and inserting in liew thereof “ 1935 ",

Norte.—Section 1001(a), as amended, of the Revenue Act of 1932
will, after the above amendment, read as follows:

SEC, 1001. POSTAL RATES.

(8) On and after the thirtioth day after the date of the enactment
of thus Act and until July 1, 4034 1935, the rate of postage on all mail
matter of the first class (except postal cards and private mailing or
post cards, and except other first class matter on which the rate of
postage under existing law is 1 cent for each ounce or fraction thereof)
shall be 1 cent for each ounce or fraction thereo!l in addition to the rate
provided by existing law: Provided, That such additional rate shall not
gpﬁly on or after July 1, 1933, to first-class matter mailed for local

elivery.

Section 2 of the Act entitled ““An Act to extend the gasoline tax
for one year, to modify postage rates on mail matter, and for other
purposes”’, approved June 16, 1933, will, after the above amendment,
read as follows: L . ) ‘

Skc. 2. The President is authorized during the period ending June
30, 3084 1935, to proclaim such modifications of postage rates on mail
matter (excopt that in the case of first-class matter the rate shall not be
reduced to less than 2 cents an ounce or fraction thoreof) as, after a
survey by him, he may deom advisable by reason of increase in f)usiness,
the interests of the public, or the needs of the Postal Service, and such
modifications shall be in effect on and after such date as he shall proclaim
and until July 1, 4684 1935. In case a modification of the rate oP postage
on first-class matter is proclaimed, the President, shall also make a
corrosponding modification in the percentages of gross postal receipts
specified in section 1001(c) of the Revenue Act of 1932 as amended
this Act, which percentages shall be in effect during the period su,cﬁ
modification of the rate of postage on first-class matter 18 in effeot.
Nothing in this section shall be construed as giving the President author-
ity to change the rate fixed by law on first-class matter mailed for logal
delivery, postal cards, and private mailing or post cards.

.!.
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SEC. 515. COMMISSIONER ;48 PARTY TO SUIT.

Section 907 of the Revenue Act of 1924, as amended,
is amended by adding al the end thereof a new subdivision
to read as follows:

“(g) Petitions filed after the enactment of the Revenue
Act of 1934 with the Board shall be entitled ‘ In re’, fol-
lowed by the name of the petitioner, and the proceedings
shall thereafter be so entitled in any appellate court review-
ing the action of the Board. When the incumbent of the
office of Commissioner of Internal Revenue changes, no sub-
stitution of the name of his successor shall be required in

proceedings pending before any such court.”

Nore.—Section 907 of the Revenue Act of 1924, as amended, will,
after the above amendment, read as follows:

Skc, 907. (#) Notice and opportunity to be heard upon any proceed-
ing instituted before the Board shall be given to the taxpayer and the
Commissioner, and a m[;ort upon the _groceeding and a decision thereon
shall be made as quickly as practicable. The decision shall be. made
by a member in accordance with the report of the Board, and such
decision so made shall, when entered, be the decision of the Board.
If an opportunitﬁo be heard upon the proceeding is given before a
division of the Board, neither the taxpayer mor the Commissioner
shall be entitled to notice and opportunity to be heard before the
Board upon review, except upon a specific order of the chairman. Hear-
ings before the Board and its divisions shall be ogen to the public, and
the testimony, and, if the Board so requires, the argument shall be
bwn0fra hicafly reported. The Board is authorized to contract (by re-
newal of contract or otherwise) for the reporting of such hearings, and
in such contract to fix the terms and conditions under which transcripts
will be supg‘lied by the contractor to the Board and to other persons and
agencies. The proceedings of the Board and its divisions shall be con-
ducted in accordance with such rules of practice and procedure (other
than rules of evidence) as the Board may prescribe and in accordance
with the rules of evidence applicable in courts of equity of the District
of Columbia. In any proceeding involving the issue whether the peti-
tioner has been {;uxlt of fraud with intent to evade tax, where no hear-
ing has been held before the enactment of the Revenue Act of 1928, the
burden of proof in respect of such issue shall be upon the Commissioner.
The mailing by registered mail of any pleading, decision, order, notice,
or process in respect of proceedings before the Board shall be held suffi-
cient service of such pleading, decision, order, notice, or process.

(b) Tt shall be the duty of the Board and of each division to
include in its report upon anfhpmceeding its findings of fact or opinion
or memorandum opinion. The Board skall report in writing all its
findings of.fact, opinions and memorandum opinions.
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(c) All reports of the Board and all evidence received by the
Board and its divisions, including a transcrint.of the stenographic
report of the hearings, shall ka public records open-to the inspection
of the public; except that after the decision of the Board in any
proceeding has become final the Board may, upon motion of the
taxpayer or the Commissioner, permit the withdrawal by the party
entitled thereto of originals of books, documents, and records, and
of models, diagrams, and other exhibits, introduced in evidence before
the Board or any division; or the Board may, on its own motion, make
such other disposition thereof as it deems advisable.

(d) The Board shall provide for the publication of its reports
at the Government Printing Office in such form and manner as may be
best adapted for public information and use, and such authorized
publication shall be competent evidence of the reports of the Board
therein contained in all courts of the United States and of the several
States withouv any further proof or authentication thercof. Such
reports shall be subject to sale in the same manner and upon the same
terms as other public documents.

(e) The principal office of the Board shall be in the District of
Columbia, but the Board or any of its divisions may sit at any place
within the United States. The times and places of the meetings of
the Board and of its divisions shall be prescribed by the chairmman
with a view to securing reasonable opportunity to taxpayers to appear
before the Board or any of its divisions, with as little inconvenience
and expense to taxpayers as is practicable.

f) The Secrctary of the Treasury shall provide the Board with
suitable rooms in courthouses or other buildings when necessary for
hearings by the Board, or any division thereof, outside the District of
Columbia. ‘

(g) Petitions filed after the enactment of the Revenue Act of
1934 with the Board shall be entitled  In re”, followed by the name
of the petitioner, and the proceedings shall t)‘ereaﬂer be so entitled
in any appellate court reviewing the action of the Bourd. When the
incumbens of the office of Commissioner of Internal Revenue changes,
no substitution of the name of his successor shall be required in proceed-
ings pending before any such court.

‘;EC. 516. NONDEDUCTIBILITY OF CERTAIN GIFTS.

(a) Section 505(a)(2)(B) and section 505(b)(2)
of the Revenue Ac’t‘of.1932 are amended by inserting - after
“individual” a comma and the following: “ and no sub-
stantial part of the activities of which 18 participation in
partisan politics or 18 carrying on propaganda, or otherwise

attempling, to influence legislation .

Nore—Section 508(a)(2)(B) of the Revenue Act of 1932 will,
after the above amendment, read as follows:

SEC. 505. DEDUCTIONS.
In computing net gifts for any calendar year there shall be allowed
as deductions: . ) :
(a) Resments.—In the case of a citizen or resident—
] .. * * * L ] *

~
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(2) Caaerr ET0., a1FT8.—The amount of all gifts made durin,
such year to or for tlﬂe use of— e £
* ] * * * * L]

_ (B) a corporation, or trust, or community chest, fund, or founda-
tion, organized and operated exclusively for religious, charitable, scien-
tific, literary, or educational purposes, including the encouragement of
art and the prevention of cruelty to children or animals; no part of the
net earnings of which inures to the benefit of any private shareholder
or individual, and no substantial pait of the activities of which is par-
ticipation in partisan politics or is carrying on propaganda, or otherwise
at ting, to inghmca legislation;

tion :505(b) (2) of the Revenue Act of 1932 will, after the above
amendment, read as follows:

(b) Nonresments,—In the case of a nonresident not a citizen of the
United States, the amount of all gifts made during such year to or for
the use of—

* * L * * * L]

(2) a domestic corporation organized and operated exclusively for
religious, charitable, scientific, literary, or educational purposes, includ-
ing the encouragement of art and the prevention of cruelty to children
or animals; no Kart of the net earnings of which inures to the benefit
of any private shareholder or individual, and no substantial part of the
activities of which is participation in partisan politics or is carrying on
propaganda, or otherwise attempting, to influence legislation ;

(b) Section 505(b)(3) of the Revenue Act of 1932
is amended by inserting after *‘ animals” a comma and the
following: ““ no substantial part of the activities of which
18 participation in partisan politics or i carrying on propa-
ganda, ot otherwise atlempting, to.inﬂuence legislation .

Nore—Section 505(b) (3) of the Revenue Act of 1932 will, after
the above amendment, read as follows:

(3) a trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific ’literary, or
educational purposes, including the encouragement of art and the preven-

PR {dren or animals, no slu stantial part of the activities
of which is participation in partisan politics or is carrying on propa-
ganda, or ot&miao attempting, to ilryhzmc legislation; but only 1f such
gifts are to be used within the United States exclusively for ‘such
purposes;

SEC. 517. LIABIL’TY OF FIDUCIARY.
(a) Section 3467 of the Revised Statutes (U.8.C.,
title 31, ch. 6, lsec. 1.92)'”is amended to read as follows:
“ SEG. 3467. Ebery execulor, admiﬁi;strator, or as-
signee, or other persbn; who pays, in whole or in part, any

debt due by the person or estate for whom or for which he
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acts before he satisfies and pays the debts due to the United
States from such person or estate, shall become answerable
in his own person and estate to the extent of such payments -
for the debts so due to the United States, or for so much

thereof as may remain due and unpaid.”

Note.—Section 3467 of the Revised Statutes will, after the above
amendment, read as follows: .

Skc. 3467. Every executor, administrator, or assignee, or other per-
son, who paye ey pays, in whole or in part, any debt due by the person
or estate frem for whom or for which he acts, before he satisfies and
pays the debts due to the United States from such person or estate,
shall become answerable in his own person and estate fo the extent o{
such payments for the debts so due to the United States, or for so muc
thereof as may remain due and unpaid.

(b) The amendment made by subsection (a) shall be
applicable in the case of payments made after June 6, 1932.
SEC. 518. VENUE FOR APPEALS FROM BOARD OF TAX APPEALS.

(a) Section 1002 of the Revenue Act of 1926 is
amended to read as follows: et

“ vENUE

“Sec. 1002. (a) Except as provided in subdivision
(b), such decision may be reviewed by the Circuit Court of
Appeals for the circuit in which is located the gollector’s office
to which was made the return of the tax in respect of which
the liability arises or, if mo return was made, then by the
Court of Appeals of the District of Columbia.

“(b) Notwithstanding the provisions of subsection (a),
such decision may be reviewed by any Circuit Court of
Appeals, or the Court of Appeals of the District of Columbia,
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which may be designated by the Commissioner and. the taz-

payer by stipulation in writing.”

ol Nore.—Section 1002 of the Revenue Act of 1926 now reads as
ollows:

Sec. 1002, Such decision may be reviewed—

(a) In the case of an individual, by the Circuit Court of Appeals
for the circuit whereof he is an inhabitant, or if not an inhabitant of
any circuit, then by the Court of Appeals of the District of Columbia.

(b) In the case of a person (other than an individual), except as
provided in subdivision (c), by the Circuit Court of Appeals for the
circuit in which is located the office of the collector to whom such person
mado the return, or in case such g)crson made no return, then by the
Court of Appeals of the District of Columbia,

(c) In the case of & corporation which had no principsl place of
business or principal oftice or agency in the United Ertates, then by the
Court of Appeals of the District of Columbia.

(d) In the case of an agreement between the Commissioner and the
‘taxpayer, then b?' the Circuit Court of Appeals for the circuit, or the
Court of Appeals of the District of Columbia, as stipulated in such
agreement,

(b) Section 1002 of the Revenue Act of 1926, as

‘amended by this section, shall be applicable to all decisions

of the Board rendered on or after the date of the enactment
of this Act, and such section, as in force prior to its amend-
ment by this section, shall be applicable to such decisions
rendered prior thereto, except that subdwision (b) thereof
may be applied to any such decision rendered prior thereto.
SEC. 519. GIFT TAX RATES.

(a) The gifi-tax schedule set forth in.section 502 of the
Revenue Act of 1932 is amended to read as follows:

“Upon net gifts not in excess of $10;008 $20,000, -
three fourths of 1 per centum,

“$%56 $150 upon net gifts of $10,000 $20,000; and
upon net gifts in excess of $16;000 $20,000 and mnot in
excess of $20,000 $30,000, 1% pér centum in addition of

such excess,



Y D@ T O N WO DD

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

» 256 ,

“ $896 $300 upon net gifts of $20,000 $30,000; and
upon net gifts in excess of $30;000 $30,000 and not in
exoess of $80;000 $40,000, 24 per centum in addition of
such excess.

“ $460 $525 upon net gifts of $30,000 $40,000; and
upon net gifts in excess of $30;000 $40,000 and not in
excess of $40;000 $50,000, 3 per centum in addition of
such excess,

“ $750 $825 upon net gifts of $40,000 $50,000; and
upon net gifts in excess of $40;000 $50,000 and not in
excess of $60;000 $60,000, 3} per centum in addition of
such excess.

“ $1;3436 $1,200 upon net gifts of $60;000 $60,000;
and upon net gifts in excess of $60;000 $60,000 and not
in excess of $100,000 380,000, & 5% per centum in addition
of such excess.

“ $3:635 $2,250 upon net gifts of $106;060 $60,000;
and upon net gifts in excess of $160;000 $80,000 and not ’
in excess of $200;000 $100,000, $64 63 per centum in addi-
tion of such excess.

“ $10;1356 $3,600 upon net gifts of $200,000 $100,-
000; and upon net gifts in excess of $200;000 $100,000
and not in excess of $400,000 $200,000, 8 9 per centum

in addition of such excess.
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“ $36;126 $12,600 upon net gifts of $400,000 S200f-
000; and upon net gifts in excess of $400;000 $200,000
and not in excess of $600;000 $400,000, 83 12 per centum
in addition of such excess. _ |
“'$45;185 $36,600 upon net gifts of $600,000 £400,-
000; and upon net gifts in excess of $600,000 $400, 000
and not in excess of $800,000 $600,000, 1+ 14} per cen-
tum in addition of such excess.
.“'$6%:125 $65,100 upon net gifis of $800,000 $600;-
000; and upon net gifts in excess of $800;000 .86'00,000i

 and not in excess of $1;006,000 $800,000, 134 16} per

centum in addition of suclr excess.

“ $03;135 $98,100 upon net gifts of $1,600,000 $800,-
000; and upon net gifts in excess of $5050;000 $500, OW
and ‘not in excess of $1;600;000 §,000,000, 14 183} pér'

(W

centum int addition of sucl excers.
“ $162;336 $135,600 upon net gifts' of 84-;69();090A
$1,000,000; and upon net gifts in excess of! 31—69();00i)L
$1,000,000 and not in excess of $3,000;000 $1,500, 000'
154 21 per centum in addition of such excess,
“$380,626 $240,600 upon net gifts of $3,000,000"
$1,500,000; and upon net  gifts in excess of 021000;000
J. 5808217’ ’
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$1,500,000 and not in excess of $2;660;000 $2,000,000, +*
23} per centum in addition of such excess.

“ $334;626 $356,850 upon net gifts of $3;660,000
$2,000,000; and upon net gifts in excess of $3;5600,000
$2,000,000 and not in cxcess of $3,900,000 $2,500,000,
48} 254 per centumn in addition of such excess.

“ $417:136 $484,350 upon net gifts of $3;000,000
$2,500,000; and upon net gifts in excess of $3;000,000
$2,500,000 and not in excess of $3;660,060 $3,000,000,
20 274 per centum in addition of such excess.

“ $61%136 $623,100 upon net gifts of $3;600;000
$3,000,000; and upon net gifts in excess of $3,600;000
$£3,000,000 and not in excess of $4;000;000 $3,500,000,
244 30 per centum in addition of such excess,

“ $624;636 $773,100 upon pet gifts of $4;000;000
$3,500,000; and upon net gifts in excess of $4;000;000
$3,500,000, and not in excess of $4;500,000 $4,000,000,
28 32} per centumn in addition of such excess.

“ $780:626 $934,350 upon net gifts of $4;560,000
£4,000,000; and upon net gifts in excess of $4;600;000
$4,000,000 and not in excess of $5;000,000 $4,500,000,
944 34} per centum in addition of such excess.

“ $863;126 $1,106,850 upon net gifts of $6;000;000
$4,500,000; and upon net gifts in excess of $5;000;000
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$4,500,000 and not in excess of $8;000,000 $5,000,000,
26 36 per centum in addition of such excess.

“ $1;133;136 $1,286,850 upon net gifts of $6;000,000
$5,000,000; and upon net gifts in excess of $6;000;600
$5,000,000 and not in excess of $7;000;600 $6,000,000,
8% 37} per centumn in addition of such excess,

“ $1,30%,135 $1,661,850 upon net gifts of $3000;000
$6,000,000; and upon net gifts in excess of &%000,000
$6,000,000 and not in excess of $8,000,000 $7,000,000,
20 39 per centun in addition of such excess.

o $1,68%:126 $2,051,850 upon net gifts of $8;000,000
$7,000,000; and upon net gifts in excess of $8;000;000
$7,000,000 and not in excess of $8;000,000 $8,000,000,
864 404 per centum in addition of such excess. |

“ $1;003,12b $2,456,850 upon net gifts of $8;606,000
$8,000,000; and upon net gifts in excess of $0;000,000
$8,000,000 and not in excess of $10,006,000 $9,000,000,
33 42 per centum in addition of such excess.

“ &2;&-1-2-,-}-25 $2,876,850 upon net gifts of $16;600;000
$9,000,000; and upon net gifts of $10;000;000; 884 per
eentuin in addition of such excess $9,000,000 and not in
excess of $10,000,000, 43} per centum in addition of such

€T Cess.
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“ 33,311,850 upon net gifis of $10,000,000; and upon
net gifts in excess of $10,000,000, 45 per centum in addition
of such excess.”
(b) Section 505(a) (1) of the Revenue Act of 1932
(relating to the specific exemption for gift-tar purposes) is
amended by siriking out * $50,M00" and inserting in licu

m, 7] m’ow ”

Nors.—Section 505(a)(1) of the Revenue Act of 1932 will, after
the above amendinant, read as follows:
SEC. 808. DEDUCTIONS,

In computing net gifts for any calendar year there shall be allowed

as deductions::
(a) Resipxnts.—In the case of a citizen or resident— -
(1) Seeciric =XEMPTION.—An examption of $60;000 840,000, lees

the te of the amounts claimed snf allowed as specific exemnption
for p: calendar years,

(c) The amendments made by subsections (a) and
(b) of this section shall be applied in compuling the taz
for the calendar year 1935 and each calendar year there-
after (but not the tax for the calendar year 1934 or a
previous calendar year), and such amendments shall be
appliadinalloompuiatiominreopecto[thooalendaryear
1934 and prevwus calendar years for the purpose of

oomimting the taz for the calendar year 1935 or any

calendar year thereafter.
TITLE IV—EXCISE TAXES
SEC. 601. TERHINATION OF SOFT DRINK TAX.
No taxz shall be imposed under section 615 of the
Revenue Act of 1932 on the sale or use of any article if
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1 such sale or use takes place after the date of the enaciment

of this Act.

2

Nors.—Section 615 6! the Revenue Act of 1932 reads as follows:
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ported fish oil (excepting cod and cod-liver oil), perilla odl
or smported marine-animal oil, or of combinations of such
oils or of miztures containing substantial quantities of any
one or more of such oils, a tax of 3 cents per each pound
thereof processed, which shull be paid by the processor. For
the purposes of this section, the term * first domestic process-
ing "’ means the first use in the Uniled States, in the manu-
facture or production of an article iniended for sale, of the

article with respect to which the taz is imposed, but does

not include the usc of palm oil in the manufacture of tin
plate: Provided, That all tazes collected under this sub-
section upon the pro«iucta of the Philippine lslands shall

L
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not be covered into the general fund of the Treasury of the
United States, but shall be held as a separate fund and paid
into the Treasury of the Philippine Islands. If the Philip-
pine Government, by any law, provides for any subsidy to
be paid to the producers of copra, coconut oil, or allied
products, then this proviso shall at once become null and

(b) Each processor required to pay the taz imposed by
his section shall make monthly returns under oath in dupli-
cale and pay the taz to the collector of internal revenue for
the disirict in which is located his principal place of business,
or if he has no principal place of business in the United
States, then to the collector of internal revenue at Balti-
more, Maryland. Such returns shall contain such infor-
mation and be made at such times and in such manner as the
Commissioner of Internal Revenue, with the approval of the
Secretary of the Treasury, may by regulations prescribe.
The taz shall, without assessment by the Commissioner or
notice from the collector, be due and payable to the colleclor
at the time 30 fized for filing the return. If the laz is not
paid when due, there shall be added as part of the taz interest

al the rate of 1 per centum per monih from the time the
taz became due until paid. | ‘

(c) Subject to such rules and regulations as the Com-
missioner, with the approval of the Secreiary, may presoribe;
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any person who has sold to a State, or political subdivision
thereof, for use in the exercise of an essential goveramental
function any article containing any such oil, comkination,
or mizture, fipon the processing of which @ taz has been
paid under this section shall be entitled to.a credit or refund
of the taz paid with respect to the quantity of such oil, com-
bination, or mirture contained in such article.

(d) Upon the exportation to any foreign country or
a posmswn of the United States of any article wholly
or in chief value of an article with respect to the processing
of which a tax has been paid under. this section, the ex-
porter thereof shall be entitled -to .a refund .of the amount
of such taz. Upon the giving of bond satisfactory to the
Secrelary for faithful observance of the provisions of this
section requiring the payment of tazes, any person shall
boentitled,withmdpqymeruofthetaz,toprocqurmwh
ezportation any article with respect to which P taz is im-
posed by this section. .

(e) If (1) any person has, prior to January 26,
1934, made a bona fide coniract for the sale on or after
the effective dale of this section of any article wholly or
in chief value of an article with respect bo-which a taz.i im-
posed by this section or of any.article wuh respect o which.a

taz s imposed by this subsecton, and if, (2) such contract

does not_permit the addition lo the .amount to be paid
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thereunder of -the whole of such laz, then (unless the
contract ezpressly prohibits such addition) the vendee
shall pay so much of the taz as is not permilted to be
added to the coniract price. Tazes payable by the vendee
shall be paid to the vendor al the time the eale is con-
summated and shall be relurned and paid to the Uniled
States by the vendor in the same manner as other tases
under this seclion. In case of failure or refusal by the
vendee o pay such tazes to the vendor, the vendor shall
report the facis to the Commissioner, who shall cause ool-
lection of such tazes to be made from the vendee.

(f) All provisions of law (including penalties) appls-
cable in respect of tam'imposedbyaection 600 of the Revenue
Act of 1926 shall, insofar as applicable and not inconsistent
with this section, be applicable in respeot of the tazes imposed
by this section.

(g) AUl collections carept as provided in subsecton (a)

"under this section shall, notwithstanding any other provisions

of law, be covered inlo the yeneral fund of the Treasury
of the United Stales. |
SEC. 603. TAXES ON LUBRICATING OIL AND GASOLINE.

(a) Section 601(c)(1) of the Revenue Act of 1932,
as amended, i8 amended by adding after the first senience
thereof the following: ! Every person liable for taz wnder
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this paragraph shall register and file bond cs promded in
section 617, as amended.” |

Nore—Section 601(c) (1) of the Revenue Act of 1932, as amended,
will, after the above amendment, read as follows:

(c) There is hereby imposed upon the following articles sold in
the United States by the manufacturer or producer, or imported into
the United States, a tax at the rates hereinafter set forth, to be paid
by the manufacturer, producer, or importer:

1) Lubricating oils, 4 cents a gallon; but the tax on the articles
described in this paragraph shall not apply with respect to the
importation of such articles. FEvery person liable for tam under this
par;girggh shall register and file bond as provided in section 617, as
an .

Under regulations prescribed by the Commissioner with the
approval of the Secretary, no tax shall be impcsed under this section
upon lubricating oils sold to a manufacturer or producer of lubri-
cating oils for resale by him, but for the purposes of this title such
vendee shall be considered the manufacturer or producer of such
lubricating oils.

(b) Sections 617(a) and (b) of the Revenue Act of
1932, as amended, are amended to read as follows:

“(a) There is hereby imposed on gasoline sold
by the producer or importer thereof, or by any producer
of gasoline, a tax of 1 cent a gallon, exccpt that under
regulations prescribed by the Commissioner with the
approval of the Secretary the tax shall not apply in the
case of sales to a producer of gasoline.

“(b) If a producer or importer uses (otherwise
than in the production of gasoline) gasoline sold to him
free of tax, or produced ov imported by him, such use
shall for the purposes of this title be considered a sale.
Any person to whom gasoline i sold taz-free under this

section on or after the effective date of the Revenue Act
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of 1932 shall be considered the producer of such

gasoline.”

Nore.—Section 617(a) and (b) of the Revenue Act of 1932, as
amended, will, after the above amendment, read as follows:

(a) There is hereby imposed on gasoline sold by the producer or
importer thereef thereof, or by & any producer of gasoline, a tax of 1
cent a gallon, except that under tions Erescribed by the Com-
missioner with the approval of the Secretary the tax shall not apply in
the case of sales to a producer of gasoline. .

(b) If a producer or importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax, or produced or im-
ported by him, such use shall for the purposes of this title be considered
a sale. Any person to whom gasoline i8 sold taz-free under this section
on or after the effective date of the Revenue Act of 1932 shall be considered
the producer of such gasoline.

(c) Effective on the first day of the first calendar month
after the enactment of this Act, section 617(c)(2) of the
Revenue Act of 1932, as amended, is further amended to
read a3 follows:

“(2) the term gasoline means (A) all products
commonly or commercially known or sold as gaso-
line (including casinghead and natural gasoline),
benzol, benzene, or naphtha, regardless of their classi-
fications or uses; and (B) ‘any other liquid of a kind
prepared, advertised, offered for sale or sold for use as,
or used as, a fuel for the propulsion of motor vehicles,
motor boais, or airplanes; except that it does not include
any of the forequing (other than products commonly or
commercially known or sold as gasoline) sold for use

otherwise than as a fuel for the propulsion of motor

vehicles, molor boats, or éirplanes, and otherwise than
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in the manufacture or production of such fuel, and
does not include kerosene, gas oil, or fuel oil.”

Nore.—Section 617(c) (2) of the Revenue Act of 1932, as amended,
will after the above amendment, read as follows:

(c) As used in this section:
[ ] [ ]

¢ ]
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otherwice than in tho manuiesiure or fredeeuon
(8) the term gasoline means (A) all products commonly or com-
mercially known or sold as gasoline (indi:ding casinghead and natural

gasoline), benzol, benzene, or naphtha, reg of their classifications
or uses; and (B ) any other liguid of a kind prepared, advertised, offered
for sale or sold for use as, or uscd as, a fuel for the propulsion of moton
vehicles, motor boats, or afrplancs; except that it does not include any of
the foregoing (other than products commonly or commercially known or
-80ld as yaao/(:!ne s0ld for use otherwise than us a /wl for the propulsion
of mwotor vehicles, motor boals, or airplanes, and otherwise than tn the
manufacture or production of such fuel, and does not include kerosene,

gas oil, or fuel oil.

(d) Section 617 of the Revenuc Act of 1932, as
amended, 8 amended by adding at the end thereof the
following subsections:

“(d) Every person subject to tux under this section
or section 601(c)(1) shall, before the first day of the
first calendar month after the date of the enactment of
the Revenue Act of 1934 (or in the case of a person
commencing business after such day before incurring
any lability for tax under such sections) register with
the collector for the district in which 18 located his prin-
cipal place of business (or, if he has no principal place
of business in the United States, with the colleclor at
Baltimore, Maryland) and shall give a bond, to be
approved by such collecior, condiiioned that he shall not
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engage in' any atlempt, by himself or by collusion with
others, to' defraud the United States of any taz under
such sections; that he shall render truly and completely
all returns, statements, and inventories required by law
or -regulations in pursuance thereof and shall pay all
tazes due under such sections; and that he shall comply
with all requirements of law and regulations in pursu-
ance thereof with respect to taz under such sections. Such
bond shall be in such sum as the collector may require
in’ accordance with regulations prescribed by the Com-
mussioner with the approval of the Secretary, but not
less than $2,000. The collector may from time to time
require new or additional bond in accordance with this
subsection. Every person who faius to register or give
bond as required by this subsection, or who in connec-
tion with any purchase of gasoline or lubricating oil
falsely represents himself to be registered and bonded as
provided by this subsection, or who willfully makes any
false stalement in an application for registration under this
subsection, shall upon conviction thereof be fined not more
than $5,000 or imprisuned not more than five years, or
}mtlz, together with the costs of prosecution.  If the Com-
missioner finds that any manufacturer or producer has
at any lime cvaded any Federal tax on gasokine or
lubricating od, he may revoke the reqistration of such
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manufacturer or producer, and na sale to, or for
resale to, such manufacturer or producer thereafter
shall be taz-free under section 601(c)(1), this section,
or seclion 620, as amended, but such manufacturer or
producer shall not be relieved of the requirement of
giving bond under this subsection.

“(e) Under regulations prescribed by the Com-
missioner with the approval of the Secretary, records
required to be kept with respect to tazes under section
601(c)(1), as amended, or this section, and returns,
reports, and statements with respect to such tazes filed
with the Commissioner or a collector, shall be open to
mspection by such officers of any State or Territory or
political subdivision thercof or the District of Columbia
as shall be charged with the enforcement or collection of
any taz on gasoline or lubricating oils. The Commis-
sioner and each collector shall furnish to any of such
officers, upon written requcst, certified copies of any such
statements, reports, or returns filed in his office upon the
payment of a fee of $1 for each 100 words or fraction
thereof in the copy or copies requested.”

Nore.—Section 617 of the Revenue Act of 1932, as ;mcnded, to

which the above subsections ure added, reads as follows:
8EC. 617. TAX ON GASOLINRE

(a) There is hereby imposed on gasoline sold by the imnporter
thereof or by a producer of gasoline, s tax of 1 cent ay gallon, except
that under regulations prescribed by the Comumnissioner with the approval
of the Secretary the tax elall not apply in the case of sales to &
producer of gasoline,
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) (b) If a producer og importer uses (otherwise than in the produc-
tion mhm’ gasoline sold to him free of tax, or &mduoed or
ilnpo by him, such use shall for the purposes 'of this title be
considered a sale.

c; As used in this section— .

1) the term “producer” includes s refiner, compounder, or
blender, and a dealer selling gasoline exclusively to producers of gaso-
line, as well as & producer.

2) the term “gasoline” means line, benzol, and any other
liﬁ:i the chief use of which is as & fuel for the propulsion of motor
vehicles, motor boats, or aeroplanes. As used in this paragrstgl:nthe
term “benzol ” does not include benzol sold for use otherwise as
a fuel for the propulsion of motor vehicles, motor boats, or airplancs,
and otherwise than in the manufacture or production of such fuel.

SEC. 604. PRODUCERS’ TAX ON CRUDE PETROLEUM.

(a) There is hereby imposed on crude petroleum sold
by the producer thereof, a tar of one-tenth of 1 cent per
barrel of 42 gallons, to be paid by the producer. Under
regulations prescribed by the Commissioner, with the ap-
proval of the Secretury, such tax shall not apply to crude
petroleum produced from any well which 13 not capable of
producing more than 5 barrels per day.

(b) Every person purchusing crude petroleum from
the producer thereof, and taking delivery thereof at the
premises where produced, shall collect the taxr irivosed by
subsection (a) from the producer. Every such purchaser,
and every producer liable for any tax under this seclion not
s0 collected from him, shall make monthly returns under
oath and pay such tarcs to the collectur for the district in
which are located the premises where such crude petroleum
was produced. Such returns shall contain such information

and be made at such times and in such manner as the Com-
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(¢) Every purchaser required to collect any taz snder
this section shall make such collection- by deducting and with-
holding the amount of such taz from any paymenis made by
such purchaser to the producer. Every such purchaser is
hereby indemnified against the claims and demands of such
producer for the amount of any paymenis made in accord-
ance with the provisions of this section.

(d) The Commissioner, with the approval of the Secre-
tary, may require such bond or other securily from any
person subject to any provision of this section as he deems
necessary for the protection of the revenue and to assure
compliance with this section and other provisions of law
applicable with respect to the tax imposed by this section,
and may prescribe the form and conditions thereof, provide
for the approval of the surelies thereon (without regard to
any general provision of law), fix the amount and penalty
thereof (whether for the payment of liquidated damages or
of a penal sum), and authorize the cancellation of any such
bond, in the event of a breach of any condition thereof, upon
the payment of such lesser amount as he may deem sufficient.
Any person willfully faling to comply with any such require-
ment shall, upon conviction, be fined not more than $1,000,
or imprisoned not more than siz months, or both.
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(e) In addition to records and reports otherwise te-
quired by law or regulation, every working interest operator
of a well producing crude petroleum or otherwise taking
crude petroleum from the earth or walers thereof (whether
or not the producer us defined in this sectivn) shall keep such
records and make such reports with respect to production
and disposition of crude petroleum, at such time and in such
manner, a8 the regulations shall prescribe.  Records, reports,
and returns required under this section or any provision
of law applicable with respect to tax under this section shall,
wherever held, be open io inspection at all reasonable hours
by any duly authorized representative of the Commissioner
or any agency of the Uniled States or any State having
supervisory or regulalory powers over the production of
crude peiroleum.

(f) For the purposes of this section—

(1) the refining of crude petrolcum on the premises
where produced, the removal of crude petroleum there-
from, or any transfer or other disposition of crude
petroleum shall be considered a sale.

(2) the term * producer "’ means the person owning
crude petroleum or having any interest in or fitle to
crude petroleum at the time of its production.

J. 53052——18
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(3) the term “working interest operator” means
the person having the mtmagehtent and operation of a
well.

(4) the amount of crude petroleum produced shall
be determined with allowance for any reasonable and
bona fide deduction for basic sediment and water agreed
upon by the producer and the purchaser for the purpose
of determining the amount sold.

(g9) The provisious of section 623 and sections 771
to 774, inclusive, of the Revenue Act of 1932 shall be ap-
plicable with respect to the tac imposed by this section.

(h) This sectivn shall take eficct on the thirticth day
after the date of its enaclment.

SEC. 605. TAX ON REFINING OF CRUDE PETROLEUM.

(a) There i3 hereby imposed (1) on crude petroleum
refined or processed in the United States, a taz of one-
tenth of ome cent per barvel of foriy-two gallons, to be
paid by the rejiner or processor, and (2) on gasoline pro-
duced or recovered in the Unued States from natural gas
a taz of one-tenth of one cent per barrel of forty-two gul-
lons, to be puid by the person producing or recovering such
gasoline.

(b) Every person lable for tax under this section
shall make monthly returns under oath in triplicate for
each plant or refinery, and pay such taxes to the collector
for the district in which such plant or refinery 8 localed.
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Such returns shall contain such information and be made
at such times and in such manner as the Commissioner with
the approval of the Secretary may by regulations prescribe.
The taz shall, without assessment by the Commissioner or
notice frum the collector, be due and payable to the collector
at the time fized for filing the return. If the lux 18 not paid
when due there shall be added as part of the tax interest al
the rale of one per centum a month from the time when the
taxz becomes due untld paid. Every refiner or processor
shall (in addition to records otherwise required by luw
or regulation) keep such records us shall be prescribed by
regulations under this section showing daily receipts, stocks,
and disposals of crude petroleum and the numes and ad-
dresses of the persons from whoin received. Every person
handling, transporting, storing, or dealing in any manner
in crude petroleum shall keep such vecords and make such
relurns with respect to transuctions in crude petroleum as shall
be required by regulations under this section. Returns and
records required under ths section shall be open to inspection
at all rcasonable hours by uny duly authorized representative
of the Commissioner or any agency of the United Stales or
any Slute having supervisory or regulatory powers over the
production of grude petroleum,

(c) As used in this section, the term “ gasoline ”’ means
gasvline us defined in seciion 617 of the Revenue Act of
1932, as amended.
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(d) The Commissioner, with the aWd of the Secre-
tary, shall prescribe such regulations as he deems necessary
for the enforcement of this section.

(e) AU provisions of law (including penallies) appli-
cable with respect to the tuzes imposed by section 600 of the
Revenue Act of 1926, shall, in s0 far as applicable and not
inconsisient with this section, be applicable with recycct to
the tazes imposed by this section.

(f) This section shall take effcct on the thirtieth day -
after the date of the enactment of this Act.

SEC. 606. ENFORCEMENT OF LIABILITY FOR TAXES COLLECTED.

Whenever any person 13 required to collect or withhold
any internal-revenue tax from any other person and to pay
such tax over to the Uniled States, the amount of tax so
collected or withheld shall be held to be a special fund in
trust for the United States. The amount of such fund shall
be assessed, collected, and paid in the same manner and sub-
ject to the same provisions and Limitations (inciuding penal-
ties) as are applicable with respect to the luxes from which
such fund arvse.

SEC. 607. TAX ON FURS.

The tax imposed by section 604 of the Revenue Act of
1932 shall not apply to articles sold by the manufacturer,
producer, or imporler, after the dale of the enaciment of
this Act, for less than $76.
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Nore.—S8ection 604 of the Revenue Act of 1932 reads as follaws:

SEC. 604 TAX ON FURS.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, » tax equivalent to 10 per centum
of the price for which so sold: Articles nade of fur on the hide or pelt
or of which any such fur is the component material of chief value.

SEC. 608. TAX ON JEWELRY, ETC.

The tex imposed by scction 605 of the Rcvenue Act
of 1932 shall not apply to articles sold by the manufacturer,
producer, or importer, after the date of the enactment of
this Act, for less than $25.

Norz.—Section 605 of the Revenue Act of 1932 reads as follows:

SEC. 605. TAX ON JEWELRY, ETC.

There is herchy imposed upon the following articics, sold by the
maunufacturer, producer, or importer, a tax cquivalent to 10 per centum
of the price for which s0 sold: All articles commonly or commuercially
known as jewelry, whether real or imitation ; pearls, precious and semi-
precivus stones, aud imitations thereof ; urticles made of, or ornamented,
mounted or fitted with, precious metuls or imitations thereof or ivory
(not inclading surgical iustrumenis or silverplated ware, or frames or
mountings for spectacles or eycglassos); watchies; clocks: parts for
watches or clocks soid for mure than 9 cents each; opera glasses, lor-
guettes; marine glasses; field glasses; and binoculars. No tax shall be
umnposed under this section on any article used for religious purposes, or
any articles (other than waich parts or clock parts) sold for less than $3.

SEC. 609. TAX ON CIGARETTLS.

Efective on the day folluwing the dule of the enactment
of this Act, the last two paragraphs of scction 400(a) of
the Revenue Act of 1926 are amended to read as follows:

“On cigareles made of tobacco, or any substilute
therefor, and weighing not more thun three pounds per
thousand, $3 per thousand;

“ Weighing nwre than three pounds per thousand,
$7.20 per thousund; cecept that if more than 6} inches in
length they shall be taxable at the rate provided in the pre-
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ceding paragraph, counting each 2% inches (or fraction

2 thereof) of the length of each as one cigarette.”
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Nore.—Section 400(a) of the Revenue Act of 1026, will, after the
above umendment, read as follows:

Sec.400. (a) Upon cigars and cigarettes manufactured in or im-
ported into the United States, which on or after the expiration of 30
days after the enactment of this Act are sold by the manufacturer or
imported, or removed for consumption or sale, there shall be levied,
collected, and paid under the provisiona of existing law, in lien of the
internal-revenue taxes now imposed thereon by section 400 of the
Rovenue Act of 1924, the following taxes, to be paid by the manu-
fucturer or importer thereof—

On cigars of all descriptions made of tobacco, or any substitute
therefor, and weighing not more than three pounds per thousand,
73 cents per thousand;

On cnim made of tobacco, or any substitute therefor, and weigh.
ing more than three pounds per thousand, if manufactured or imported
to retail at not more than 5 cents each, $2 per thousand;

If manufactured or imported to rotail at more than 5 cents each
and not more than 8 cents each, 3 per thousand;

If manufactured or imported to rutail at mors than 8 cents each
and not more than 15 cents each, $5 pe- thousand;

If manufactured or imported to retail at more than 15 cents each
and not more than 20 ceuts each, $10.5) per thousand;

If manufaciured or imported to re.al at more than 20 cents each,
$13.50 per thousand; -

On cigareties made of tobacru, or any substitute therefor, and
weighing not more than three pounds par thousand, $3 per thousaud;

Wli?ghing more than three pounds per thousand, $7.20 per thousend:
thousand; crcept that if more than 6% inches in hngt}: they shall be taxable
at the rate provided in the preceding parugroph, counting each 2% inches (or
fraction thereof) of the length of eacta as one cigarelte.

SEC. 610. TAX ON MATCHES.

Effective on the day following the date of enactment
of this Act, section 612 of the Kcvenve Act of 1932 (rclating
to the tox on matches), 18 amended by adding before the
period at the end thereof a comma and the following: * and
cxcept that in the case of fancy wouden mulches and wooden
matches having a stained, dycd, or colored stick or stem,
packed in bozes or in bulk, the tax shall be 5 cenls per one

thousand matches.”

Note.—Section 612 of the Revenue Act of 1932 will, after the above
amendinent, read as follows:
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SECTION 612. TAX ON MATCHES.

There is hereby imposed t}pon matches, sold by the manufacturer,
producer, or importer, & tax of 2 cents K;sr 1,000 matches, except that
in the case of paper matches in books the tax shall be X of 1 cent prr
1,000 matehee: matches, and excepd that in the case of Jan wooden matches
and wooden matches haring a stained, dyed, or colored stick or slem, pack:d
0 bozes or in bulk, the tax shall be 5 cenis per one thousand matches.

SEC. 611. STAMP TA#X ON SALES OF PRODUCE FOR FUTURE

DELIVERY. -

(a) Effective on the day following the enactment of this

Act subdivision 4 of Schedule A of Title VIII of the Revenue

Act of 1926, as amended, 18 amended by siriking out “5

cents "’ wherever appearing in such subdivision, and insert-
ing in licw thereof “ 1 cent”.

Note.~ Subdivision 4 of Schedule A of Title VIII of the Revenue
Act of 1926, a8 secuded, will after the above amendiment, read us
folluws:

4. Produce, sales of, on exchiange: Upon each sule, agreement of
sale, or agreement to sell (not including so-calied transferred or scratch
sales), any products or merchandise at, or under the rules or usages of,
any exchange, or board of trade, or other similar place, for future de-
livery, for oach $100 in value of the merchandise covered by said sale
or agreemetit of sule or agreeancat to sell, 8 eenss ! cent, and for eack addi-
tional $100 or {ractional part thervof in excoss of $100, 5 eensa I cent: Pro-
vided, That on every saie or agieeinent of sale or agreenent to sell as
aforesaid there shall be made and delivered by the selicr to the buyer a
bill, memorandu.n, agreement, or other evidence of =uch sale, sgreement
of sale, or agrecment (o sell, to which thete shall be affixed a lawfal stamp
or staunps in value equal to the ainount of the tax en such salo: rovided
further, That sellevs of copumadities deseribed berein, haviryg paid the tax
¥»ro\‘ided by this subdivizion, may transfer such cortracts to a clearing-
10Use corporation or w:socistion, uud such (runsfer shall not be deemed
to be a saie, or agreement of saie, or an agreement to woll within the provi-
sions of this Act, provided that such transfer shall not vest any beneficial
mte est n such clearing-house ussociation but shiall be made for ihe sole

urpose of cuabling such ceanng-house assuciation to adjust and
oslance the accounts of the members of such clearing-hicuse associslion
on_ *heir scveral contracts.  Every such bill, memorandum, or other
evideuce of sale or agrcement to sell shell show the date thereof, the
name of the ecller, the amount of the sale, and the watter or thing to
which it refers; snd any person linble to pay the tax as heivin mviﬁed,
or anyoue who ects in the matter as agent or broker for such person,
who mahes any such sule or agreemeat of suis, or agroement to sell, or
who, in pursuance of any such sale, sgrecment of sale, or agreement to
sell, delivers any such products or merchandise without a bill, memo-
randun, or other evidence thereof as herein required, or who delivers
such biil memorandum, or other evidence of sale, or agrcement to sell,
without imving vhe proper stumps aflixed thereto, with intent to evade
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the foregoing provisions, shall be deemed guilty of & misdemeanor, and
upon conviction thereof shall pay a fine of not exceeding $1,000 or be
imprisoned not more than six months, or both,

No bill, memorandum, agreoment, or other evidence of such sale,
or agreement of sale, or agreement to sell, in case of cash sales of prod-
ucts or merchandise for immediate or prompt delivery which in good
faith are actually intended to be delivered shall be subject to this tax.

This subdivison shall not affect but shall be in addition to the
provisions of the ‘‘United States coiton tutures Act,” approved August
11, 1916, as amended, and “ The Future Trading Act,” approved August
24, 1921.

(b) Section 726(c) of the Revenue Act of 1932 1s
repealed.

Note.—Section 726 of the Revenue Act of 1932, subsection (c) of
which is repealed by the above amendment, reads as follows:

SEC. 726. STAMP TAX ON SALES OF PRODUCE FOR FUTURE

DELIVERY.

(a) Subdivision 4 of Schedule A of Title VIII of the Revenue Act
of 1926 is amended by striking out ““1 cent’’ wherever appearing in such
subdivision, and inserting in lieu thereof “5 cents”.

(b) Subsection (a) shall take effect on the fifteenth day after the
date of the enactment of this Act.

{0y Effective July 1; 1034; such subdivisien 4; as amended by sub-
seetion {a) of this section; is amended by striliing eub 16 eente” wherever
eppearing ib eueh subdivision and inserting in lieu thereof {3 eent’™

SEC. 612. TERMINATION OF TAX ON USE OF BOATS.
Section 761 of the Revenue Act of 1932, as amended,
shall not apply to the use of any boat .ifter June 30, 1934.

Note.—Section 761 of the Revenue Act of 1932, as amonded, re-
pealed by the above section, reads as follows:

SEG: 76k TAX ON USE OF BOATS,

{0} On end after Julyll; 1043; and on +; 1033; and ;
%w&ﬂwﬁmm&dﬁemﬁmoﬁammﬁa

1038; there 18 tmposed upon the use of ; ;
power boats; boats; and motor beate with fixed or outhoard en-
gines; Hob s for trade; fishing; or netional defense; a tax
&b the rates:

& over 28 feet and ot over 60 feet; $10:

€3} Length ever 50 feet and net over 100 feet; $40-
€3} Length ever 100 feet and not over 150 feot; $100-
{4} Length over 150 foet and pob over 300 foet; §$150-

of the foregoing i forcign builé and net
owned on 37 1026; by o eitigen of the United Btates or by a
T Tn detormining the longth of oy of v e e tho meacute-
ment of ovor-all length govem:w '

E
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{d) In the cace of a tax imposed ob the time of the eriginal purehace
of & new or boat on any ether date thun July 1; the amount to be
paid be%heeomeamnberef&wel&ehsof%heme&n&efﬁhe&xm
mm&mmwmmawm

&e&be m yuoht or other boat which i
eeeﬂeﬁ oy oF otirer )
usedwbeu% bem»{r
sion; ¢ @Mw%%amwm )

(3 provmeaee“a-w
of the taxes 1mposed by seetion 703 of Remae
o far uo andaetmﬂsmmwﬁhma&e&bewpbeebhm

apphieable
respeeb of the te-.0e impeved by this seotion:
SEC. 013. TAX ON DISTILLED SPIRITS.

Section 2 of the Liquor Tax Act of 1934 is amended
to read as follows:

“8Ec. 2. Paragraphs (3) and (4) of subdivision (a)
of section GO0 of the Revenue Act of 1918, as amended
(relating to the tax on distilled spirits generally and the
tax on distilled spirits diverted for beverage purposes)
(U.8.C., Supp. VI, title 26, sec. 1150 (a) (1) and (2)),
are amended to read as follows:

“‘(8) On and after January 1, 1928, and until the
effective date of title I of the Liquor Taxing Act of 1984,
$1.10 on each proof-gallon or wine-gallon when below proof
and a proportionate tax at a like rate on all fractional parts
of such proof- or wine-gallon; and

“‘(4) On and after the effective date of title 1 of the
Liquor Taxing Act of 1934, $2 on each proof-gallon or
wine-gallon when below proof and a proportionate tax at a

like rate on all fractional parts of such proof- or wine-gallon.
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“*Provided, however, That on and after the effective
date of the Revenue Act of 1934 any manufacturer finding it
necessary to use alcohol (other than denatured or specially
denatured alcohol) in the arts and sciences or in the manu-
facture, extraction. so'ution, or preservation of any article
of commerce which when manufactured and prepared for the
market & unfit for use for wlocicating beverage purposes,
may use the same under re gulations which shall be preseribed
by the Secretary of the Treasury, und upon satisfying the
collector of internal revenue for the district wherein he resides
or carriex on business that he has complied with such regula-
tions and that such alcohol has been used therein for no other
purposes than hereinabove stated, and cehibiting and deliver-
ing up the stamps chich show that a tar has been paid
thereon, shall be cutitled to receive from the Treasury of
the United States a rebate or repayment of 90 cents on
cach proof-gallon or wine-gallon of alcohol when below
proof and a proportivnate amownt at a like rate on all frac-
tional parts of such proof- or wine-gallon: Provided, how-
ever, That such rebate or repayment shall not be made in
the case of any alcohol withdrawn from bonded warehouses
prior to the cffective date of the Revenue Act of 1934.

““The Sceretary of the Treasury shall forthwith pre-
scribe the regulations provided for herein for the supervision

and enforcement of this Act.’”
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SEC. 614. TERMINATION OF TAX ON CANDY.
The tax imposed by section 613 of the Revenue Act of
1932 shall not apply to candy sold by the manufacturer, pro-

ducer, or importer after the date of the enactment of this Act.

Note.—Section 613 of the Revenue Act of 1932, repesled by the
above section, reads as follows:

8EG: 61 TAX ON GANDY:

Fhere 18 horeby imposed upon eundy; vold by the menulvcturer;
produeefm ,&W,QMWM’ +0 3 por centttn of the price for
%0

TITLE V—CAPITAL STOCK AND EXCESS-PROFITS
TAXES
SEC. 701. CAPITAL STOCK TAX.

(a) For each year ending June 30, beginning with
the year ending June 30, 1934, there 18 hereby impused wpon
every domestic corporation with respect to carrying on or
doing business for any part of such year an cxcise tax of
$1 for each $1,000 of the adjusted de,clared value of its
capital stock. |

(b) For each year ending June 30, beginning with
the year ending June 30, 1934, there is hercby imposed upon
every foreign corporation with respect to carrying on or
doing business in the United States for any part of such year
an excise tax equivalent of $1 for cach $1,000 of the adjusted
declared vaiue of capital employed in the transaction of its

business in the United States.
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(c) The tawes imposed by this section shall not apply—

(1) to any corporation enumerated in section
101;

(2) lo any insurance company subject to the taz
impused by sectwn 201, 204, or 207 ;

(3) to any domestic curporation in respect of the
year ending June 30, 1934, if it did not carry on or
do business during a part of the period from the date
of the enactment of this Act to June 30, 1934, both
dates inclusive; or

(4) to any foreign corporation wn respect of the
year ending June 30, 1934, if it did not curry on or
do business in the United States during a part of the
period from the date of the enactment of this Act to
June 30, 1934, both dates inclusive.

(d) Every corporation liable for tax under this sec-
tion shall make a return under oath within one month after
the close of the year with respect to which such taz s imposed
to the collector for the district in which i localed its principal
place of business or, if it has no principal place of business
in the United States, then to the collector at Ballimore,
Maryland. Such return shall contain such information end
be made in such manner as the Commissioner with the ap-
proval of the Secretary may by regulations prescribe. The
tax shall, without assessment by the Commissioner or notice
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from the collector, be due and puyable to the collector before
tke.expiration of the period for filing the return. If the
taz 18 not paid when due, there shall be added as part of the
tax inlerest at the rate of 1 per centum a month from the
time when the tax became due untd pad. AU provisions
of law (including penallivs) applicable in respect of the tazes
imposed by section 600 of the Revenue Act of 1926 shall,
in 80 far as not inconsistent with this section, be applicable
in respect of the taxes imposed by this section. The Com-
missioner may extend the time for making the returns and
paying the tazes imposed by this section, under such rules
and regulations as he may prescribe with the approval of
the Secretary, but no such extension shall be for more than
sty days.

(e) Returns required to be filed for the purpose of the
tazx imposed by this section shall be open to inspection in the
same manner, to the same extent, and subject lo the same
provisions of law, including penalties, as returns made under
title 11 of the Revenue Act of 1926.

(f) For the first year ending June 30 in respect of
which a tax is imposed by this section upon any corporation,
the adjusted declared value shall be the value, as declare;i by

the corporation in its first veturn under this section (which
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declaration of value carnot be amended), us of the close of its
last i), come-tax tarable year ending at or prior to the close
of the year for which the tar i imposed by this section (or as
of the date of organization in the case of a corporation having
no income-tar tarable year ending at or prior to the close of
the year for which the tax i imposed by this section). For
any subscquent ycar ending June 30, the adjusted declored
value in the case of a domestic corporation shall be the origr-
nal declared value plus (1) the cash and fair market value
of property paid in for stock or shares, (2) paid in surplus
and contributions to capital, (3) its net income, and (4) the
amount of the dividend deduction allowable for income tax
purposes, and minus (A) the value of property distributed
in liquidation to sharcholders, (B) distribuions of earnings
or profits, and (C') the ezcess of the deductions allowable for
tncome laz purposes over i3 gross income; adjustment being
made for each income-taz taxable year included in the period
from the date as of which the original declared value was
declared to the close of s last income-tax tazable year ending

at or prior to the close of the year for which the tax is imposed

by this section. The amount of such adjustment for each

such year shall be computed (on the basis of a separate

return) according to the income tax law applicable to such
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year. For any subsequent year ending June 30, the adjusted
declared value in the case of a foreign corporation shall be the
originul declured value adjusted (for the same income-tax
tuzable years as in the case of a domestic corporation), in
accerdance with regulations prescribed by the Commissioner
with the approval of the Secretary, to reflect increases or
decreases in the capital employed in the transaction of ils
business in the United Stutes.
SEC. 702. EXCESS-PROFITS TAX.

(a) There i3 hereby imposed upon the net income of
every corporation, for each income-tax tarable year ending
after the close of the first year in respect of which it is tax-
able under section 701, an excess-profits tax equivalent to
5 per centum of such portion of ils net income for such
income-tax tazable year as s in excess of 124 per centum
of the adjusted declared value of its capital stock (or in
the case of a foreign corporation the adjusted declared value
of capital employed in the transaction of its business in the
United States) as of the close of the preceding income-taz
tazable year (or as of the date of organization if it had no
preceding income-tax tazable year) determined as provided
in section 701. If the income-tax taxable year in respect of
which the taz under this section i3 imposed 18 a period of
less than 12 months, such adjusted declared value shall

be reduced to an amount which bears the same ratio thereto
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as the number of months in the period bears to 12 months.
For the purposes of this section the net income shall be the
same a8 the net inconie for incone tax purposes for the year
n respect of which the tax under this section 18 tmposed.

(b) Al provisions of law (including penalties) appli-
cable in respect of the taxes unposed by uile I of this Act,
shall insofar as not inconsistent with this section, be appli-
cable in respect of the taves imposed by this section, except
that the provisions of section 131 of that title shall not be
applicable.

SEC. 703. CAPITAL STOCK TAX AND EXCESS-PROFITS TAX IM.
POSED BY NATIONAL INDUSTRIAL RECOVERY ACT.

Sections 217(d) and (e) of the National Industrial
Recovery Act are amended to read as follows:

“(d) The capital-stock tax imposed by section 215 shall
not apply to any tazpayer in respect of any year except the
year ending June 30, 1933.

“(e) The excess-profits tax imposed by section 216 shall
not apply to any tazpayer in respect of any taxable year
ending after June 30, 1934.”

Nore.—Section 217 of the National Industrial Recovery Act will
after the above amendment, resd as follows:
Skc. 217. (a) The President shall proclaim the date of—

(1) the close of the first fiscal year ending June 30 of any
ear after the year 1933, during which the total receipts of the
nited States . (excluding %bﬁo-debt receipts) exceed its total

expenditures (excluding public-debt expenditures other than those
chargeable against such receipts), or



289

(2) the ropeal of the cightoenth amendment to the Conati-
tution
whichever is the earlier.

(b) Effective ae of the 1st day of the calendar (vear following the
date so proclaumed section 617 (a) of the Revenue Act o 1932, as amended,
is smundal by striking out “1% cents” and inserting in lieu t.heroof
“1 emt”.

(c) The tax cn dividends imposed by section 213 shall not apply
to any dividends declared on or after the lst day of the calendar year
following the date so proclaimed.

(d) The capital-stock tax imposed by cection 215 shall not apply
toany ayermresp«totsnyyear on op aiter the teb

dete vo proelutmed sxcepl the year cndmg
Jm30 1033

(e) The excess-profits tax ucposed by section 216 shall not ap ly to
any t&:g:per in respect of an ::’Jv taxable year after o taxable year
86 proeloimpd eoeuss ending after June 30, 1934.

TITLE VI—GENERAL PROVISIONS
SEC. 1111 801. DEFINITIONS.

(a) When used in this Act—

(1) The term * person” means an individual,
a trust or estate, & partneiship, or & corporation.

(2) The terma “ corporation” includes associa-
tions, joint-stook companies, ancl insurance companies.

(3) The term “ partnership ” includes a syndi-
cate, group, pool, joint venture, or other unincorpe-
rated organization, through or by means of which any
business, financial operation, or ventare is carried on,
and which is not, within the meaning of this Act, a
trust or estate or a corporation; and the term “ part-
ner” includes & member in such a syndicate, group,
pool, joint venture, or organization.

(4) The term “ domestic” when applied ta a
corporation or partnership means crented oy organized

J. 53052 19
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in the United States or under the law of the United
States or of any State or Territory.

(5) The term “ foreign ™ when applied to a cor-
poration or partuership means a corporation or part-
nership which is not domestic.

(6) The term “fiduciary ” means a guardian,
trustee, executor, administrator, receiver, conservator,
or any person acting in any fiduciary capacity for any
person.

(7) The term “ withholding agent” means any
person required to deduct and withhold any tax under

" the provisions of section 43 or 444 142 or 143.

(8) The term “stock ” includes the share in an
association, joint-stock company, or insurance com-

pany.

(9) The term “ shareholder” includes a member

" in an association, joint-stock company, or insurance

company.
- (10) The term “ United States ” when used in a

geographical sense includes only the States, the Terri-

‘tories of Alaska and Hawaii, and the District of

Columbia.

(11) The term “ Secretary " means the Secretary

- of the Treasury.
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(12) The term * Comuunissioner ” means the Com-
missioner of Internal Revenue.
(13) The term “ collector ” means collector of
internal revenue.
(14) The term “taxpayer” means any person
subject to a tax imposed by this Act.

(b) The terms “includes” and “including” when
used in a definition contained in this Act shall not be deemed
to exclude other things otherwise wiihin the meaning of
the term defined.

SEC. 112 ¢02, SEPARABILITY CLAUSE.

If sny provision of this Act, or the application thereof
to any person or circumstances, is held invalid, the remainder
of the Act, and the application of such provisions to other
persons or circumsiances, shall not be affected thereby.
SEC. 113 803. EFFECTIVE DATE OF ACT.

Except as otherwise provided, this Act shall take effect

upon its enactmnent.
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