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4 The provisions of this title shall apply only to dk

5 taxable ,w d liable yr being

o after Dcmber 31, 1933. Income, war-profits, and exce.-

7 profit taxes for taxable yers eeeiC h ding

8 4 2 begisning prior to January 1, 1934, sdl not be

9 affected by the provisions of this tide, but shall remain object

10 to the applicable provisions of prior revenue Acts, except as

11 such provisions are modified by Title I III of this Act or

12 by legisation enacted subsequent to this Act.

13 SZC. I CROSS RFERENCES

14 The cross references in this title to other portions of

15 the title, where the word "see" is used, are made only for

16 oonvenienoe, and shall be given no legal effect

17 INC. & CLASSIFICATION OF PROVISIONS

18 The provisions of this tide are herein classified and

19 designated a-

20 Subtitle A-Introductory provisions,

21 Subtitle B-General provisions, divided into Parts

22 and sections,

28 Subtitle C-Supplemental provisions, divided into

24 Supplements and sections,
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S The applicion of th. General Provisis and of Supple.

$ ments A to D, incusive, to %4 of the following special

4 clum txpve s Ube sujed to the e ons ad

5 additional provisions found in the Supplement applicble to

6 such class, flows:

7 (a) Estates and truts and the himefiiries thereof.-

.8 Supplement IL

9 (b) Members of partnerhlls,-S ppleumnt F.

10 (c) Insuance oompaies,-Supplement 0.

11 (d) Nonresident alien individuals--8upplement H.

12 (e) Foreign oorporations,-Supplement I.

18 (f) Individual citizens of any possession of the United

14 States who are not otherwise citizens of the United Sates and

15 who are not residents of the United States,-Supplement J.

16 (g) Individual citizens of the United States or domestic

17 corporations, satisfying the oonditions of section 251 by

18 reason of deriving a large portion of their gross income from

19 sources within a possession of the United Btates,--Supple-

20 ment J.

21 (h) China Trade Act corporations,--Supplement K.
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12 (a) DsEiNirioN oF "&VRTz NE INNome ".-As

13 used in this section the term "surtax net inome " means the

14 amount of the net income in ece of the credits against net

15 income provided in section 25 (b).

16 (b) RATES OF SURTAX.--There shall be levid, ool-

17 lected, and paid for each taxable year upon the urtax net

18 income of every individual a surta; as follows:

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

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

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

22 $100 upon surta. net incomes of $6,000; and

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

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

I5



16

I $240 upon surtax net incomes of $8,000; and upon

2 surtax net incmes in excess of $8,000 and not in excs

3 of $10,000, 8 per centum in addition of such excess.

4 $400 upon surtax net incomes of $10,000; and

5 upon surtax net incomes in excess of $10,000 and not in

6 excess of $12,000, 9 per centum in addition of such

7 excess.

8 $580 upon surtax net incomes of $12,000; and

9 upon surtax net incomes in excess of $12,000 and not

10 in excess of $14,000, 10 per centum in addition of such

11 exce.

12 $780 upon surtax net incomes of $14,000; and

13, upon surtax net incomes in excems of $14,000 and not

14 in excess of $16,000, 11 per centum in addition of such

15 excess.

16 $1,000 upon surtax net incomes of $16,000; and

17 upon surtax net incomes in exes of $16,000 and not

18 in excess of $18,000, 12 per centum in addition of

19 such, vexces.

20 $1,240 upon surtax net incomes of $18,000; and

21 upon surtax net incomes in ew of $18,000 and not

22 in excess of $20,000, 13 per centum in addition of such

23 exes.

24 $1,500 upon surtax net incomes of $20,000; and

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

2 such excess.

3 $1,800 upon surtax net incomes of $22,000; and

4 upon surtax net incomes in excess of $22,000 and not

5 in excess of $26,000, 17 per centum in addition of such

6 excess.

7 $2,480 upon surtax net hicomes of $26,000; and

8 upon surtax net incomes in excess of $26,000 and not

9 in excess of $32,000, 19 per centum in addition of such

10 excess.

11 $3,620 upon surtax net incomes of $32,000; and

12 upon surtax net incomes in excess of $32,000 and not

13 in excess of $38,000, 21 per centum in addition of

14 such excess.

15 $4,880 upon surtax net incomes of $38,000; and

16 upon surtax net incomes in excess of $38,000 and not

17 in excess of $44,000, 24 per centum in addition of such

18 excess.

19 $6,320 upon srtax net incomes of $44,000; and

20 upon surtax net incomes in excess of $44,000 and not

21 in excess of $50,000, 27 per centum in addition of such

22 excess.

23 $7,940 upon surtax net incomes of $50,000; and

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

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

2 excess.

3 $9,740 upon stirfax net incomes of $56,000; and

4 upon surtax net incomes in excess of $56,000 and not

5 in excess of $62,000, 33 per centum in addition of such

6 excess.

7 $11,720 upon surtax net incomes of $62,000;

8 and upon surtax net incomes in excess of $62,000 and

9 not in excess of $68,000, 36 per centum in addition of

10 such excess.

11 $13,880 upon surtax net incomes of $68,000;

12 and upon surtax net incomes in excess of $68,000 and

13 not in excess of $74,000, 39 per centum in addition of

14 such excess.

15 $16,220 upon surtax net incomes of $74,000;

16 and upon surtax net incomes in exe of $74,000 and

17, not in excess of $80,000, 42 per centum in addition of

18 such excess.

19 $18,740 upon surtax net incomes of $80,000; and

20 upon surtax net incomes in excess of $80,000 and not in

21 excess of $90,000, 45 per centum in addition of such

22 excess.

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

24 upon surtax net incomes in excess of $90,000 and not
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1 in excess of $100,000, 50 per centum in addition of

2 such excess.

.3 $28,240 upon surtax net incomes of $100,000;

4, and upon surtax net incomes in excess of $100,000

5 and not in excess .of $150,000, 52 per centum in

6 addition of such excess.

7 $54,240 upon surtax net incomes of $150,000;
8 and upon surtax net incomes in excess of $150,000

9 and not in excess of $200,000, 53 per cenlum in addi'

10 tion of such exces.

11 $80,740 upon surtax net incomes of $200,000;

12 and upon surtax net incomes in ecews of $200,000

13 and not in excew of $300,000, 54 per, centum in

14 addition of such excess.

15 $134,740 upon surtax net incomes of $300,000;

16 and 'Upon surtax net incomes in avess of $300,000

17 and not in aeess of $400,000, 55 per centutm in addi-

18 tion of such excess.

19 $189,740 upon surtax net incomes of $400,000;

20 and upon surtax net income. in ew of $400,000

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

22 tion of such excess....

23 $245,740 upon surtax net incomes of $500,000;

24 and upon surtax net incomes in excess of, $500,000
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I and not in exeess of $750,000, 57 per centum in

2 addition ofsuch excem.

3 $388,240 upon surtax net incomes of $750,000;

4 and upon surtax net incomes in excess of $750,000 and

5, not in excess of $1,000,000, 58 per centum in addition

6 of such excess.

7 $533,240 upon surtax net incomes of $1,000,000;

8 and upon surtax not incomes in excess of $1,000,000i

9 59 per centum in addition of such excess.

10 4l a && M e M M &O e" QWe WaMes For

11 1flt, !t vato o mines md ea

12 g, wsee eegtn

14 ... "l" oM W.4 srt"ieweofW

15 iaeemes deeo less bm -14O9"A0%, NO .a ....,.a..

16 ofe ieenese eMA items of ee
17 4Q Ofit ft"eie I eW "ha AU:0 ,R*A--, 1,

18 maey7 se seetien 44h

19 (c) TAx ON PERSONAL HOLDING Co mPAms.-For

20 $urtaW on personal Iolding companies, see section 351.

21 4d) XG*i'Aew AVOIDANCE OF SURTAX.S BY INco-

22 POBATIO.-For tam surtax on corporations which accumtn-

23 late surplus to evade avoid surtax on stockholders, see section

24 .04102.
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1 SEC. I& TAX ON CORPORATIONS

2 (a) RATE OF TAx.-There shall be levied, collected,

8 and paid for each taxable year upon the net income of every

4 corporation,. a tax of 13 per centum of the amount of the

5 net income in excess of the credit against net income pro-

6 vided in section 26.

7 (b) EXEMPT CORPORATIONS.--For corporations ex-

8 empt from tax, see section 409 101.

9 (c) TAX ON PERSONAL HOLDING COMPANIES.-For

10 surtax on personal holding companies, see section 351.

11 -(4 (d) ImROPEE A0cUMULATION O SURPLUS.-

12 For to* surtax on corporations which accumulate surplus to

13 e ade avoid ifttefal r'e ,e to* surtax on stockholders, see

14 section 4.04 102.

15 SEC. 14. INCREASE OF TAX FOR 1934.

16 In the ease of an individual the amount of tax payable

17 for any taxable year beginning after December 31, 1939,

18 and prior to January 1, 1935, shall be 10 per centum

19 greater than the amount of tax which would be payable if

20 computed without regard to this section, but after the apili-

21 cation of the credit for foreign taxes provided in section 131,

22 and the credit for taxes withheld at the source provided in

23 section 32.
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6 Part H-Computation of Net Income

7 SEC. 2L NET INCOME.

8 "Net income" means the gross income computed

9 under section 22, less the deductions allowed by section 23.

10 SEC. 22. GROSS INCOME.

11 (a) G(JHBAL DHiFK oTI$.--" Gross income" in-

12 elides gains, profits, and income derived from salaries,
13 wages, or compensation for personal service, of whatever

14 kind and in whatever form paid, or from profesions, voca-

15 tions, trades, businesses, commerce, or ales, or dealings in

16 property, whether real or personal, growing out of the

17 ownership or. use of or interest, in such property; als- from.

18 interest, rent, dividends, securities, or the transaction of

.19 any business carried on for gain or profit, or gains or profits

20 and income derived from any source whatever. In the

21 case of Presidents of the United States and judges of court

22 of the United States taking office after the date of the

23 setmt of tie A t June 6, 1932, the compensation

24 received as such shall be included in gross income; and all

25 Acts fixing the compensation of such Presidents and judges

26 are hereby amended accordingly.
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1 (b) EXOLU3IOSS FROM Gos INcoME-The fol-

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

3 be exempt from taxation under this title:

4 (1) I m uI suxIo.-Amounts received under

5 a life insurance contract paid by reason of the death of

6 the insured, whether in a single sum or if ietelli

7 otherwise (but if such amounts are held by the insurer

8 under an agreement to pay interest thereon, the interest

9 payments shall be included in gross income);

10 (2). A1wUITm, Ewo.-Amounts received (other

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

12 and interest payments on such amounts and other than

1 amounts received as annuiiiee) under a life

14 . .. et e*ama insurance or endounnent con-

15 tract, but if such amounts (when added to amounts

!6 received before the taxable yeor under such contract)

I7 exceed the aggregate premiums or consideration paid

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

19 excess shall, be included in gross,6 income. Amounts

20 received as an annuity undr an annuity or endowment

21, contract shall be induded in gross income; except that

22 there 8hall be ewduded from grom income (until the

23 aggregate amount excluded iromn gross income under

24 this title or prior income tx laws:in respect of studh

2§;- annuitly. equals the aggregate, premiums. or considera-

. 1 1 . I I , I - , % A )
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1 tion paid for such annuity): (A) the excess of the

2 amount received in the taxable year over an amount

3 equal to. 3 per centum of the aggregate premiums or

4 consideration paid for such annuity (whether or not

5 paid during such year), or (B) the entire amount of

6 the annuity if the sum thereof and amounts of other

7 annuities received in the same taxable year is not more

8 than $500. In the case of a transfer for a valuable

9 consideration, by assignment or otherwise, of a life in-

10 surance, endowment, or ,annuity contract, or any inter-

11 est therein, only the actual value of such consideration

12 and the amount of the premiums and other sums sub-

18 sequently paid by the transferee shall be exempt from

14 taxation under paragraph (1) or this paragraph;

15 (8) GIFTS, BEQUESTS, AlD DEVISES.-The value

16 of property acquired by gift, bequest, devise, or inherit-

17 ance (but the income from such property shall be

18 included in gross income);

19 (4) TAX-Fu IMNEBEST.-Interest upon (A)

20 the obligations of a State, Territory, or any political Bb-

21 division thereof, or the District of Columbia; or (B)

22 seewite imed 4deu' the e a o the Fedel"I

28 MLoa e *e , rde the ie i ls of Oeh A* ae

24 medobligations of a corporation organized under

25 Act of (Jongren, if such corporation is an instrumen-



25

1 tality of the United States; or (C) the obligations of

2 the United States or its possessions. Every person

8 owning any of the obligations at seei4tge enumerated

4 in clause .(A), (B), or (0) shall, .in the return re-

5 quired by this title, submit a statement showing the

6 number and amount of such obligations ad seeewitee

7 owned by him and the income received therefrom, in

8 such form and with such information as the Commis-

9 sioner may require. In the case of obligations of the

10 United States issued after September 1, 1917 (other

11 than postal savings certificates of deposit) and in the

12 cae of obligations of a corporation organized under Act

18 of Congres, the interest shall be exempt only if and

14 to the extent provided in the respective Acts authoriz-

15 ing the issue thereof as amended and supplemented, and

16 shall be excluded from gross income only if and to the

17 extent it is wholly exempt to the t ye* from the

18 taxes imposed by this title;

19 (5) COMPINSATION FOR INJURIES O 810K-

20, NBs.--Amounts received, through accident or health

21 insurance or under workmen's compensation acts, as

S22 compensation for personal injuries or sickness, plus the

23 amount of any damages received whether by suit or

24 agreement on account of such injuries or sickness;
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1 (6) MIN ISsm.-The rental value of a dwelling

2 house and appurtenances thereof furnished to a minister

3 of the gospel as part of his compensation;

4 (7) MISnCEAN)us ITMs.-The following

5 items, to the extent provided in section 116:

6 Earned income from sources without the

7 United States;

8 Salaries of certain Territorial employees;

9 The income of foreign governments;

10 licome of States, municipalities, and other

11 political subdivisions;,

12 Receipts of shipowners' mutual protection

13 and indemnity associations;

14 Dividends from China Trade Act corpora-

15 tions.

16 (c) INVIONTOmIm.-Whenever in the opinion of the

17 Commissioner the use of inventories is necessary in order

18 clearly todetermine the income of any taxpayer, inven-

19 tories shallbe taken by such taxpayer upon such basis as

20 the Commissioner, with the approval of the Secretary, may

21 prescribe as conforming as nearly as may be to the best

22 accounting. practice in the trade or business and as most

23 clearly refleting the income.

24 (d) DwTmuTIoNs BY CoRIoRATIoN.-Distribu-

25 tions by corporations shall be taxable to the shareholders as

26 provided in section 115.
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1 (e) DTERmINATION OF GA oB IOL .- In the case

2 of a sale or other disposition oi property, the gain or loss

3 shall be computed as provided in seesiene 44-h 44 ad +a

4 oe ion 111.

5 (f) GOIoss INCOME FROM SOUtoFs WITHIN AND

6 WITHOUT UNITED STATES.-For computation of gross in-

7 come from sources within and without the United States,

8 see section 119.

9 SEC. 23. DEDUCTIONS FROM GROSS INCOME.

10 In computing net income there shall be allowed as

11 deductions:

12 (a) ExrPmNSE.--All the* ordinary and necessary ex-

13 penses paid or incurred during the taxable year in carrying

14 on any trade or business, including a reasonable allowance

15 for salaries or other compensation for personal services

16 actually rendered; traveling expenses (including the entire

17 amount expended for meals and lodging) while away from

18. home in the pursuit of a trade or business; and rentals

19 or other payments' required to be made as a condition 'to

20 the continued use or possession, for purposes of the trade

21 or business, of property to which the taxpayer has not

22 taken or is not taking title or in which he has no equity.

23 (b) Irm S-T.-All interest paid or accrued within

24 the taxable year on indebtedness, except -(4)- on indebted-

25 ness incwred or continued to purchase or, carry obligations
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1 or earties (other than obligations of the United States

2 issued after September 24, 1917, and originally subscribed

3 for by the taxpayer) the interest upon which is wholly

4 exempt from the taxes imposed by this titler-e +'I* e

5 iidebtedffeeo iftenfae4 of e4iate4 int eten*eet wh Ahe

6 WIA q;t

7 (o) TAxBs GBNERALLY.-Taxes paid or accrued

8 within the taxable year, except--

9 (1) Federal income, war-profits, and excess-

10 profits taxes iIpee4Iy the ofd the United

11 ;Stae;

12 (2) income, war-profits, and excess-profits taxes

18 imposed by the authority of any foreign country or pos-

14 session of the United States; but this deduction shall be

15 allowed in the ease of a taxpayer who does not signify

16 in his return his desire to have to any extent the

17 benefits of section 131 (relating to credit for taxes

18 of foreign countries and possessions of the United

19 States) ; and

20 (3) estate, inheritance, legacy , 8uccession, and

21 gift taxes; and

22 +3* (4) taxes assessed against local benefits of a

23 kind tending to increase the value of the property

24 assessed; but this paragraph shall not exclude the allow-

25 ance as a deduction of so much of such taxes as is
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i properly allocable to maintenance or interest charges.

3 ae ktet ee t weti e ea the dwe di'ee... .....

4 as ethepde y the lw ofhe:d e

5 otteh takes m4AA ealowed ae adedtiit efy tothe

6 est~e*

7 (d) TAXES OF SHAREHOLDERS PAID BY CORPORA-

8 ToN.--The deduction for taxes allowed by subsection (c)

9 shall be allowed to a corporation in the case of taxes

10 imposed upon a shareholder of the corporation upon his

11 interest as shareholder which are paid by the corporation

12 without reimbursement from the shareholder, but in such

13 cases no deduction shall be allowed the shareholder for the

14 amount of such taxes.

15 (A) OSBSES BY INDIVIDUALS.-Sabjeete the liit.-

16 ietes . 4 in smbseetioi -( th* of ", in In the

17 case of an individual, losses sustained during the taxable

18 year and not compensated for by insurance or otherwise-

19 (1) if incurred in trade or business; or

20 (2) if incurred in any transaction entered into for

21 profit, though not connected with the trade or

22 business; or

23 (3) of property not connected with the trade or

24 business, if the loss arises from fires, storms, shipwreck,

25 or other casualty, or from theft. No loss shall be allowed
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1 as a deduction under this paragraph if at the time of

2 the filing of the return such loss has been claimed as

3 a deduction for estate tax purposes in the estate tax

4 return.
5 (f) LOSSES BY CORPORATIONS. t the i-

6 Wiens sebsee4t".n * t ieefi" in In the

7 case of a corporation, losses sustained during the taxable

8 year and not compensated for by insurance or otherwise.

9 (g) WAGERING LossE.-Losses from wagering

10 transactions shall be allowed only to the extent of the gains

i 1 from such transactions. I

12 -g (h) BAsIS FOB DBTR mINiNo Loss.--The basis

13 for determining the amount of deduction for losses sustained,

14 to be allowed under subsection (e) or (f), shall be the

15 adjusted basis provided in section 113 (b) for determining

16 the gain e loss from the sale or other disposition of

17 property.

18 .(4$- (i) Ioss ON WASH SALES OF STOCK OR SBOUB-

19 TIES.--For disallowance of loss deduction in the case of

20 sales of stock or securities where within thirty days before

21 or after the date of the sale the taxpayer has acquired

22 substantially identical property, see section 118.

23 (j) CAPITAL Lossms.-Losses from sales or ex-

24 changes of capital assets shall be allowed only to the extent

25 provided in section 117(d).
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1 -( (k) BAD Dms.--Debts ascertained to be worth.

2 less and charged off within the taxable year (or, in the discre-

3 tion of the Commissioner, a reasonable addition to a reserve

4 for bad debts); and when satisfied that a debt is recover-

5 able only in part, the Commissioner may allow such debt,

6 in an amount not in excess of the part charged off within

7 the taxable year, as a deduction.

8 (k- (1) RprEP xs uo.-A reasonable allowance for

9 the exhaustion, wear and tear of property used in the trade or

10 business, including a reasonable allowance for obsolescence.

11 In the case of property held by one person for life with

12 remainder to another person, the deduction shall be com-

13 puted as if the life tenant were the absolute owner of the

14 property and shall be allowed to the life tenant. In the

15 case of property held in trust the allowable deduction shall

16 be apportioned between the income beneficiaries and the

17 trustee in accordance with the pertinent provisions of the

18 instrument creating the trust, or, in the absence of such

19 provisions, on the basis of the trust income allocable to each.

20 4 (in) DEPL TJION.-In the case of mines, oil and gas

21 wells, other natural deposits, and timber, a reasonable allow-

22 ance for depletion and for depreciation of improvements,

23 according to the peculiar conditions in each case; such rea-

24 sonable allowance in all cases to be made under rules and

25 regulions to be prescribed by the Commissioner, with the
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I approval of the Secretary. In any case in which it is ascer-

2 Lamed as a result of operations or of development work that

3 the recoverable units are greater or less than the prior esti-

4 mate thereof, then such prior estimate (but not the basis for

5 depletion) shall be revised and the allowance under this,

6 subsection for subsequent taxable years shall be based upon

7 such revised estimate. In the case of leases the deductions

8 shall be equitably apportioned between the lessor and lessee.

9 In the case of property held by one person for life with

10 remainder to another person, the deduction shall be computed

11 as if the life tenant were the absolute owner of the property

12 and shall be allowed to the life tent. In the case of

13 property held in trust the allowable deduction shall be appor-

14 tioned between the income beneficiaries and the trustee in

15 accordance with the pertinent provisions of the instrument

16 creating the trust, or, in the absence of such provisions, on

17 the basis of the trust income allocable to each. (For per-

18 centage depletion allowable under tis subsection, see section

19 114(b), (3) and (4).)

20 {) (n) BASIS FOB DEPRECIATION AND DPLB-

21 TI .- The basis upon which depletion, exhaustion, wear

22 and tear, and obsolescence are to be allowed in respect

23 of any property shall be as provided in section 114.

24 *)- (o) .CHARITABLE AND OTMHB CONT U-.

25 TIONS.-In the case of an individual, contributions, or gifts

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



89.

1 '(1) the United States, any State, Territory, or

2 any political subdivision thereof, or the District of

3 Columbia, for exclusively public purposes;

4 (2) a corporation, or trust, or community chest,

5 fund, or foundation, organized and operated exclusively

6 for religious, charitable, scientific, literary, or educa-

7 tional purposes, or for the prevention of cruelty to

8 children or animals, no part of the net earnings of

9 which inures to the benefit of any private shareholder

10 or individual, and no substantial part of the activities

11 of which is participation in partisan politics or is carry-

12 ing on propaganda, or otherwise aftempting, to influence

13 legislation;

14 (3) the special fund for vocational rehabilitation

15 authorized by section 12 of the World War Veterans'

16 Act, 1924;

17 (4) posts or organizations of war veterans, or

18 auxiliary units or societies of any such posts or organi-

19 zations, if such posts, organizations, units, or societies

20 are organized in the United States or any of its posses-

21 sions, and if no part of their net earnings inures to the

22 benefit of any private shareholder or individual; or

23 (5) a fraternal society, order, or association,

24 operating under the lodge system, but only if such

25 contributions or gifts are to be used exclusively for

J. 53052 -3



* ~R. ~* -, ,,

4

z religious, charitable, scientific, literary, or educdtioal

2 purposes, or for the prevention of cruelty to children

3 or animals;

4 to an amount which in all the above cases combined does

.5 not exceed 15 per centum of the tapayers net income jis

6 computed without the benefit of this subsection. Such con-

7 tributions or gifts shall be allowable as deductions only if

8 verified under rules and regulations prescribed by the Corn-

9 missioner, with the approval of the Secretary. (For

iO unlimited deduction if contributions and gifts exceed 90 per

11 centum of the net income, see section 120.)
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(p) DxvimnEs RItommV By COR'OATIOs.-In

the case of a corporation, the amount received as "dad

dividends from a domestic corporation which is subjt to

taxation under this tide.
I

to mkg o the Q em C w:.soie".ner 4W moe t m

60 per eento of the gss eeme of sea e

eerpoistienl 14ie the iqVAA4heele of its m yo peleeI the deo

M& df t -(o 110. &pu o N&a

The deduction allowed by this subsection shall not be allowed

in respect of dividends received from a corporation organized

under 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.

P-M
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1 (q) PENSIO TRuST.--An employer establishing or

2 maintaining a pension trust to provide for the payment of

$ reasonable pensions to his employees (if such trust is exempt

4 from tax under section 165, relating to trusts created for the

5 exclusive benefit of employees) shall be allowed as a deduc-

o tion (in addition to the contributions to such trust during the

7 taxable year to cover the pension liability accruing during

8 the year, allowed as a deduction under subsection (a) of

9 this section) a reasonable amount transferred or paid into

10 such trust during the taxable year in excess of such con-

11 tributions, but only if such amount (1) has not theretofore

12 been allowable as a deduction, and (2) is apportioned in

13 equal parts over a period of ten consecutive years, beginning

14 with the year in which the transfer or payment is made,

15 Any deduction allowable under section 23 (q) of the Reve-

16 nue Act of 1928 or the Revenue Act of 1932 which under

17 such section was apportioned to any taxable year

18 to the taatbe yetw 4-981 9d beginning after December 31,

19 1933, shall be allowed as a deduction in the years to which

20 so apportioned to the extent allowable under such section

21 if it had remained in force with respect to such year.
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7 SEC. 24. ITEMS NOT DEDUCTIBLE.

8 (a) GBnAL RULE.-In computing net income no

9 deduction shall in any case be allowed in respect of-

10 (1) Personal, living, or family expenses;

11 (2) Any amount paid out for new buildings or for

12 permanent improvements or betterments made to

13 increase the value of any property or estate;

14 (3) Any amount expended in restoring property

15 or in making good the exhaustion thereof fey which an

16 allowance is or has been made; or

17 (4) Premiums paid on any life insurance policy

18 covering the life of any officer or employee, or of any

19 person financially interested in any trade or business

20 carried on by the taxpayer, when the taxpayer is

21 directly or indirectly a beneficiary under such ph'iey

22 policy;

23 (5) Any amount otherwise allowable as a deduo.

24 tion which is allocable to one or more passes of income

25 other than interest (whether or not any amount of
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1 iwome of that dam9 or classes is received or accrued)

2 wholly eawnpt from the takes imposed 'by this title; or

3 .(6) Los from sales or exchanges of property,

4 directly or indirectly, (A) between members of a family,

5 or (B) except in the case of distributions in liquidation,

6 between an individual and a corporation in which such

7 individual owns, directly or indirectly, more than 50 per

8 centum in value of the outstanding stock. For the pur-

9 pose of this paragraph-(C) an individual shall be con-

10 8idered as owning the stock owned, directly or indirectly,

11 by his family; and (D) the family of an individual shall

12 include only his brothers and sisrs (whether by the

13 whole or half blood), spouse, ancestors, and lineal

14 descendants.

15 (b) HOLDm OF LIFi'OB TEBMINABLE XNfTERT.-

16 Amounts paid under the laws of any State, Territory, Dis-

17 strict of Columbia, possession of the United States, or foreign

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

49 est "acquired by gift, bequest, or inheritance shall not be

20 reduced or diminished by any deduction for shrinkage (by

21 whatever name called) in the value of such interest due ta

22 the lapse of time, nor by any deduction allowed by this Act

28 (except the, deductions provided for in subsections * (I)

24 and -() (m) of section 23) for the purpose of computing the

25 net income of an estate or trust but not allowed under the

.~j.
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i laws of such State, Territory, District of Columbia, possession

2 of the United States, or foreign country for the purpose of

3 computing the income to which such holder is entitled.

4 *( T* WI~+fii~b o*~ T** o govaN

5 14i*... * .. t ,i:1.el4 oft ta free eeeetM el see

6 cetien w44 44a9-( ,

7 SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

8 ph eaw f 6pp ften

9 n bw btos I" 4e *s h 1efellewigeedis agitshe

10 net ieoe

11 4eP MDI'BV IDD The e t *eeeiied as dividendo,--

12 -a,+ rvom a dmeotie et o*Mewhieh is Bl t

13 to taetieon tmnder ti titae
14 A( fro14fe1ig

15 -t te s aby ]s faeti o h ewasin stiae m~t

16 0 pf e of thiders Lwme o i
1 7 A M ~ o e A W A 4

18 eloe ofsteo m&e yewPA waotedek~no

19 e irhpads -(Wkw ehPe o -9H a Gthe

21 F~~wOOe witiif the United Stateo as emidMe

22 the ~*~oesof seefieit 44O

24 Wolwed 'to~epe of divdends feeeived~t 6ro a eo0610"Ati

25 AhbosOr
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2 ineeme (mm sources wi" e United Sas oby eaeen of

3 itsppnw ofiiin46g groessteoefromn

5 *b iffB*W8e 01~ugm IB4 M S oABmGO w@zIGE -
6 Te etmt reeie as p ifise upf d1ao o the "

7 United Stoe whieh is ineladed in glees ineeme tinde

8 oeegin2

9 *(4 IFO Ex.....oN. ift. the ease of a
10 perm 6 AS d MUM'

10 peasoape~sena Of OF e inthe aweeof

11 the head of a feiyof a mwried jpeeoli wit husband

13 wile W tgeth s eeeive bWt one f eipmiA enemp
-.-- . ."vA .,,, shall be

15 If owhe '' '' hoobee .... qvem'erta

16 the e Hao y be 6t by eithe e divided

17 between them.

18 - G* IME01gioBDRn1NT,$0 ife ea" per-
19 sn(eh*than husband o*fe uon and

20 *eeei.'"ghis ehief s fro the ..... if se
21 peeoisnNAigteayaAsfaeeisee-

22 ofble o e-po beeaee menAtAllye* ff ,,.e..,ally de

23 4 CIEM40 k t Q 8tMO the status of the tew-

24 p syerito mat aje h mil O
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3 dWpendf too ae i corpora th the subeci

4 of eaai o efee tafistie ehe .edit a the pbwpese

14 prr~oap salt not bffetialwed an respect 61 hiied

15 rece ie e ito amorporaton orgiede the Mnhin

7 Trease it, he eo sro a mrpraton wc nrth

8 (a) CREDiTS FOR NORMAL TAX ONLY.-osThere shall

9 be allowed for the purpose of the normal tax, but not for

10 the surtax, the following credits against the net income:

11 (1) DivDENDs.-The amount received as divi-

12 dends from a domestic corporation which is subject

13 to taxation under this itle. The credit allowed by this

14 paragraph shall not be allowed in respect of dividends

15 received from a corporation organized under the China

16 Trade Act, 1922, or from a corporation which under

17 section 251 is taxable only on its gross income from

18 sources within the United States by reason of its re-

19 ceiving a large percentage of its gross income from

20 sources within a possession of the United States.

21 (2) INTEREST ON UNITED STATES OBLIGA-

22 TION.-The amount received as interest upon o&

23 ligations of the United States which is included in

24 grosw income under section 22.
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1 (3) INTEREST ON OBLIGATIONS OF INSTRU-

2 MENTALITIES OF THE UNITED STATES.-The amount

3 received as interest on obligations of a corporation

4 organized under Act of. Congress, if (A) such corpora-

5 tion is an instrumentality of the United States; and

6 (B) such interest is included in gross income under

7 section 22; and (C) under the Act authorizing the

8 isse thereof, as amended and supplemented, such

9 interest is exempt from normal tax.

10 (4) EARNED INCOME CREDIT.-10 per centum

it of the amount of the earned net income, but not in

12 excess of 10 per centum of the amount of the net income.

13 (5) EARNED INCOME DEFINITiONs.-For the

14 purposes of this section- , .

15 (A) "Earned income" means wages, sal-

16 aries, professional fees, and other amounts re-

17 ceived as compensation for personal services

18 actually rendered, but does not include any amount

19 not included in gross income, nor that part of the

20 compensation derived by the_ taxpayer for personal

21 services rendered 'by him to a corporation which

22 represents a distribution of earnings or profts

23 rather than a reasonable allowance as compen-

24 satin for the personal services actually rendered.
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1 In the case of a taxpayer engaged in a "trade

2 or business in which both personal series and

3 capital are material income producing factors,

4 a reasonable allowance as compensation for the

5 personal servies actually rendered by the tax-

6 payer, not in excess of 20 per centum of his share

7 of the net profits of such trade or business, shall

8 be considered as earned income.

9 (B) "Earned income deductions" means

10 such deductions as are allowed by section 23 for

11 the purpose of computing net income, and are

12 properly allocable to or chargeable against earned

13 income.

14 (C) "Earned net income" means the e,-

15 cess of the amount of the earned income over the

16 sum of the earned income deductions. If the

17 taxpayer's net income is not more than $3,000,

18 his entire net income shall be considered to be

19 earned net income, and if his net income is more

20 than $3,000, his earned net income shall not be

21 considered to be less than $3,000. In no case

22 shall the earned net income be considered to be

23 more than $20,000.

24 (b) CREDITs FOR BoTH NORMAL TAX AND SUR-

25 TAx.-There shall be allowed for the, purposes of the normal

26 tax and the surtax the following credits against net income:
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(1) PERSONAL BXEPTION.-In the case of a

2 single person, a personal exemption of $1,000; or in

3the case of the head of a family or a married person

4 living with husband or wife, a personal exemption of

5 $2,500. A husband and wife living together shall

6 receive but one personal exemption. The amount of

7 such. personal exemption, shall be $2,500. If such

8 husband and wife make separate returns, the personal

9 exemption may be taken by either or divided between

10 them.

11 (2) CREDIT FOR DEPENDENTs.-4400 for each

12 person (other than husband or wife) dependent upon

13 and receiving his chief support from the taxpayer if

14 such depedent person is under eighteen years of age

15 or is incapable of self-support because mentally or

16 physically defective.

17 (3) CHANGE OP sTATs.--If the status of the

18 taxpayer, in so far as it affects the personal exemption

19 or credit for dependents, changes during the taxable

20 year, the .personal exemption and credit shall be ap.

21 portioned, under rules and regulations prescribed by

22 the Commisioner with the approval of the Secretary,

23 in accordance with the number of months before and

24 after such change. For the purpose of moh apportion

25 ment a fractioa part of a month shall be disregarded
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1 unless it amounts to more than half a month in which

2 case it shall be considered as a month.

3 SEC. 26. CREDITS OF CORPORATION AGAINST NET INCOME.

4 For the purpose only of the tax imposed by section 13

5 there shall be allowed as a credit against net income the

6 amount received as interest upon obligations of the United

7 States or of corporations organized under Act of Congress

8 which is inektded io gross e neeme ender eeNief allowed

9 to an individual as a credit for purposes of normal tax by

10 section 25(a) (2) or (3).

11 Part Ill-Credits Against Tax

12 SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-

13 SIONS OF UNITED STATES.

14 The amount of income, war-profits, and excess-profits

15 taxes imposed by foreign countries or possessions of the

16 United States shall be allowed as a credit against the tax,

17 to the extent provided in section 131.

18 SEC. 32. TAXES WITHHELD AT SOURCE.

19 The amount of tax withheld at the source under

20 section 144 142 shall be allowed as a credit against the tax.

21 SEC. 33. EBrONBIS PAXMBNT CREDIT FOR OVERPAY.

22 MENTS.

28 -f) & ioeu Ovnn rAY.irn-T. . For credit against

24 the tax of overpayments of taxes imposed by this title for

25 other taxable years, see section 322.
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4 Part IV-Accounting Periods and Methods of Accounting

5 SEC. 41. GENERAL RULE.

6 The net income shall be computed upon the basis of

7 the taxpayer's annual accounting period (fiscal year or

8 calendar year, as the case may be) in accordance with the

9 method of accounting regularly employed in keeping the

10 books of such taxpayer; but if no such method of accounting

11 has been so employed, or if the method employed does not

12 clearly reflect the -income, the computation shall be made

13 in accordance with such method as in the opinion of the

14 Commissioner does clearly reflect the income. If the tax-

15 payer's annual accounting period is other than a fiscal year

16 as defined in section 48 or if the taxpayer has no annual

17 accounting period or does not keep books, the net income

18 shall be computed on the basis of the calendar year. (For

19 use of inventories, see section 22 (c).)

20 SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME

21 INCLUDED.

22 The amount of all items of gross income shall be in-

23 eluded in the gross income for the taxable year in which

24 received by the taxpayer, unless, under methods of account-

2' ing permitted under section 41, any such amounts are to be
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1 properly accounted for as of a different period. In the cas

2 of the death of a taxpayer there shall be included in computing

3 net income for the taxable period in which falls the date of

4 his death, amounts accrued. up to the date of his death it not

5 otherwise properly includible in respect of such period or a

6 prior period.

7 SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS

8 TAKEN.

9 The deductions and credits provided for in this title shall

10 be taken for the taxable year in which "paid or accrued" or

11 "paid or incurred ", dependent upon the method of account-

12 ing upon the basis of which the net income is computed,

13 unless in order to clearly reflect the income the deductions

14 or credits should be taken as of a different period. In the

15 cas of the death of a taxpayer there shall be allowed aa

16 deductions and credits for the taxable period in which

17 falls the date of his death, amounts accrued up to the

18 date of his death if not otherwise properly allowable in

19 respect of such period or a prior period.

20 SEC. 44. INSTALLMENT BASIS.

21 (a) DEALERS IN PmSONAL P P uTY.-Under regoL-

22 lations prescribed by the Commissioner with the approval

28 of the Secretary, a person who regularly sells or otherwise

24 disposes of personal property on the installment plau nmy

25 return as income therefrom in any taxable year that propor-



1 tion,,of the installment payments, actually received in that

'2 year which the, gross profit realized or to be realized when

3 payments completed, bears to the total contract price.

4 (b) SALES OF REALTY AND C&8UAL SALES OF PE.

5 soNALTY.-In the case (1) of a casual sale or other casual

6 disposition of personal property (other than property of a

- 7 kind wbich-wold properly be included in the inventory of

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

9 for price exceeding $1,000, or (2) of a sale or other dis-

10 position of real property, if in either case the initial pay-

11 ments do not exceed 40 per eeftm ef . e

12 30 per centum of the seling price (or, in cae the sale..or

13 other disposition was in a taxable year beginning prior, to

14 January 1, 1934,.the percentage of the selling price pre-

15 scribed in the law applicable to such year), the income may,

16 under regulations prescribed by the Commissioner. with the

17 approval of the Secretary, be returned on the basis and, in

18 the manner above prescribed in this section. As used in

19 this section the term "initial payments" means the pay-

20 ments received in cash or property other than evidences of

21 indebtedness of the purchaser during the taxable period in

22 which the sale or other disposition is made.

23 '(c) Cxu PB FRox AoovAL To INsTALLmET

24 'BAai.--If a taxpayer entitled to the, benefits of. subsection

25 (a) elect' for any taxable year to report -his net, income on

J. 58052--4
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1 the installment basis, then in computing his income for the

2 year of change or any subsequent year, amounts actually

3 received during any such year on account of sales or other

4 dispositions of property made in any prior year shall not be

5 excluded.

6 (d) GAIN OR Loss UPON DimosoITIoN OF INSTALL-

7 MENT OBLIGATIONS.-If an installment obligation is satis-

8 fled at other than its face value or distributed, transmitted,

9 sold, or otherwise disposed of, gain or loss shall result to the

10 extent of the difference between the basis of the obligation

11 and (1) in the case of satisfaction at other than face value

12 or a sale or exchange-the amount realized, or (2) in case

18 of a distribution, transmission, or disposition otherwise

14 than by sale or exchange-the fair market value of the

15 obligation at the time of such distribution, transmission, or

16 disposition. Any gain or loss so resulting shall be considered

17 as resulting from the sale or exchange of the property in

18 respect of which the installment obligation was received.

19 The basis of the obligation shall be the excess of the face

20 value of the obligation over an amount equal to the income

21 which would be returnable were the obligation satisfied in

22 full. This subsection shall not apply to the transmission at

23 death of installment obligations if there is filed with the

24 Commissioner, at such time as he may by regulation pre-

.25 scribe, a bond in such amount and with such sureties as, he



1 may deem necessary, conditioned upon the return as incoinb,

2 by the person receiving any payment on such obligations, of

8 the same proportion of such payment as would be returnable

4 as income by the decedent if he had lived and had received

5 such payment.

6 (e) Any taxpayer holding on December 31, 1933,

7 installment obligations on capital transactions reported under

8 section 44(b) originally maturing in the years prior to

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

10 that they thereafter matured in 1934 or subsequent years,

11 shall have the option of paying a tax on such installments

12 when paid or otherwise disposed of at the capital gain rate in

13 effect in the year of original maturity.

14 SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

15 In any case of two or more tmdeo e organizations,

16 trades, or businesses (whether or not incorporated, whether

17 or not organized in the United States, and whether or not

18 affiliated) owned or controlled directly or indirectly by the

19 same interests, the Commissioner is authorized to distribute,

20 apportion, or allocate gross income or deductions between or

21 among such trades e* organizations, trades, or businesses, if

22 he determines that such distribution, apportionment, or allo-

28 cation is necessary in order to prevent evasion of taxes or

24 clearly to reflect the income of any of such tmade et organi-

25 zations, trade, or business&
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!2 1f;a taxpayer changes his accounting period from fiscal

8 -year to calendar year, from calendar, year.,to.fiscal yearj or

4 from one fiscal year to another, the net income shall, with the

5 approval of the Commissioner, be computed on ithe- basis of

6 such new accounting period, subject to the provisions, of

7 section 47.

8 SEC. 47, RETURNS FOR A PERIOD OF LESS THAN TWELVE

. 9 MONTHSM

10 (a) RIhTUBN8 FOR SuORT PERIOD RESULTING noM

11 OI wGa OF A(ouNTlNa PBo.-If a. taxpayer, with

.12 the approval of the Commissioner, changes the basis of com-

13 puting net income from fiscal year to calendar year a separate

14 return shall be made for the period between the close of the

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

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

.17 .fiscal year, a separate return -shall be, made, for the period

1I -between the .lose of the last calendar year, for which , return

19 was made and the date designated as:thq close, of the fiscal

,20 year. If the change is from one fiscal year to another fiscal

21 year. a separate return shall be made for the period between

22 the close, the former fiscal year and the date dJeignated as

23 -the oose of 4e,4newfisoal year.

24, (b) eNOOQ COMPUTE D0, A-ma o SHORT

25 Pmuon-Where a sepmart ~, a 4~ .,viq w r seb-



1. section (a) on account o a: ohango in the accounting period,

2 and in all other oaes where a separate return is required

8 or permitted, by regulations, prescribed, by! the, Commit.

4- sioner with the t approval of the Secretary, to be made for

5 a fractional part of, a year, then the income shall be, comr

6 putedt:on the basis of the period for which separate return

7 is made

8 (o) INom lAoJU) oz; ANuAL B sx..-If a

9, separate retrn is made under subsection (a). on, account

10' of* a change in the. accounting period the net, income, comV

11 puted on the basis of the period for which separate return

12 is made, shall be placed on an annual basis by multiplying,

18 the amount thereof by twelve and dividing, by the number

14 of months included in the period for which the separate?

15 return is made. The tax shall be such part of the tax

16 computed on such annual basis as tIe nunbwjof montliw

17 ia suqh period is of twelve months;

18 (d) G&igP~w_ Xff G&*ws : m*i* Losis -EARNEDr

19' INcoM.--The Commissionez witk, the: approval. of, tber

20 Secretary shall by regulations pfescribe the method of apply.,'

21, ing the, provisionsof subsections (b),and.(o) (relating toi.

22 computing income on the basis of a short period and plao.

23 ing; stck income, on an, annual basis) , to- cases where the

24 tpxpaycr makes a sepAratq return uuder, subsectioa (a) on.

25 account of a change in the accounting period, and it appears
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I that for the period for which the return is so made he hau

2 de~e eti~t~ HA 1op

3 e received earned income.

4 (e) REDUCTION OF CREDITS AGAINST N E IN-

5 xomB.-In the case of a return made for a fractional part

6 of a year, except a return made under subsection (a), on

7 account of a change in the accounting period, the personal

8 exemption and credit for dependents shall be reduced respeo-

9 tively to amounts which bear the same ratio to. the full

10 credits provided as the number of months in the period for

11 which return is made bears to twelve months.

12 (f) CLOSING OF TAXABLE YEAR IN CASE OF JEPoP-

13 AEY.-For closing of taxable year in case of jeopardy, see

14 section 446 145.

15 SEC. 48. DEFINITIONS.

16 When used in this title--

11 (a) TAXABLE YEA.-" Taxable year "means the cal-

18 endar year, or the fiscal year ending during such calendar year,

19 upon the basis of which the net income is computed under

20 this Part. "Taxable year" includes, in the case of a return

21 made for a fractional part of a year under the provisions of

22 this title or under regulations prescribed by the Commissioner

23 with the approval of the Secretary, the period for which such

24 return is made, -The i r ye poe ",.Ie- *he



55

1 ieaebleyaOW ealbe the eaell YW lgo of Wy

3 (b) FiSOAL YEAR.-" Fiscal year" means an

4 accounting period of twelve months ending on the last day

5 of any month other than December.

6 (c) PAID, INOUnwED, AccBum.--The terms "paid

7 or incurred" and "paid or accrued" shall be construed

8 according to the method of accounting upon the basis of

9 which the net income is computed under this Part.

10. (d) TRADE OR BUSINESS.-The term "trade or

11 business" includes the performance of the functions of a

12 public office.

13 Part V-Returns and Payment of Tax

14 SEC. 51. INDIVIDUAL RETURNS.

15 (a) REQuIBEMNT.-;The following individuals shall

16 each make under oath a return stating specifically the items

17 of his gross income and the deductions and credits allowed

18 under this title-.

19 (1) Every individual having a net income for

20 the taxable year of $1,000 or over, if single, or if

21 married and not living with husband or wife;

2. .(2) Every individual having a net income for

23 the taxable year of $2,500 or over, if married and

24 living with husband or wife; and
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1 (3) Every individual having a gross income for

2 the taxable year of $5,000 or over, regardless of the

8 amount of his net income.

4 (b) HUSBAND AND WiFB.--If a, husband and, wife

5 living together have an aggregate net income for the taxable

6 year of $2,500 or over, or an aggregate gross income for

7 such year of $5,000 or over-

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

9 (2) The income of each shall be included, in a

10 single joint return, in which case the tax shall be cor-

11 puted on the aggregate income.

12 (0) 1ERMoNS UNDER DISABMITY.-If the taxpayer

13 is unable to make his own return, the- return shall be made

14 by a duly authorized agent or by the guardian or other

15 person charged with the care of the. person or property of'

16 such taxpayer.

17 (d) FIDUOBM -- For returns to be- made. by fidw.

18 ciaries, see section 44. 141.

19 SMC 5M. CORPORATION RTURNS.

20 * Haam 'P - -Every corporation subject to

21 taxation under this title shall make a, return, stating speci&'

22 cally the items of its gross income and there deductions and

23 credits allowed by this title. The return shall be, sworn to

24 by the president, vice president, or other principal officer

25 and by the Itetie e 4is'a e umei treasurer, auiea
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treasurer, or chief accounting officer. In cases where

receivers, trustees in bankruptcy, or assignees are operating

the property or business of corporations, such receivers,

trustees, or assignees shall make returns for such corporations

in the same manner and form as corporations are required

to make returns. Any tax due on the basis of suoh returns

made by receivers, trustees, or assignees shall be collected in

the same manner as if collected from the corporations of

whose business or property they have custody and control.

... l ,GONS OLE 9 R-ESUlNi. r ..... as to,,

SEC. 5. TIME AND PLACE FOR FILING RETURNS.

(a) Tam FOB FLIG.-

(1) GONERAL RULB.-Returns made on the basis,

of the calendar year shall be made on or before the 15th

day of March following the close of the: calendar year.

Returns made on the basis of a fiscal year shall be.

made on or before the 15th day of the third month

following the close of the fiscal year.

(2) EXTHNSION OF, TIm.--The Commissioner

may grant a reasonable extension of' time for filing.

returns, under such rules and regulations as he shall

prescribe with the approval of the Secretary. Except
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1 in the case of taxpayers who are abroad, no' such

2 extension shall be for more than six months.

3 (b) To WHOM RETURN MADE.-

4 (1) INDIVIDUALS.-Returns (other than cor-

5 poration returns) shall be made to the collector for

6 the district in which is located the legal residence or

7 principal place of business of the person making the

8 return, or, if he has no legal residence or principal place

9 of business in the United States, then to the collector at

10 Baltimore, Maryland.

11 (2) CORPORATIONS.-Returns of corporations

12 shall be made to the collector of the district in which is

13 located the principal place of business or principal office

14 or agency of the corporation, or, if it has no principal

15 place of business or principal office or agency in the

16 United States, then to the collector at Baltimore,

17 Maryland.

18 SEC. 54. RECORDS AND SPECIAL RETURNS.

19 (a) By TAXPAYmB.-Every person liable to any tax

20 imposed by this title or for the collection thereof, shall keep

21 such records, render under oath such statements, make such

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

23 Commissioner, with the approval of the Secretary, may from

24 time to time prescribe.
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1 (b) To DETEmnE LIBILTY To TAx.-Whenever

2 in the judgment of the Commissioner necessary he may

3 require any person, by notice served upon him, to make a

4 return, render under oath such statements, or keep such

5 records, as the Commissioner deems sufficient to show

6 whether or not such person is liable to tax under this title.

7 (c) INFORMATION AT THE SouIcE--For require-

8 ment of statements and returns by one person to assist in

9 determining the tax liability of another person, see sections

10 447 ea 4W 146 to 149.

11 SEC. 55. PUBLICITY OF RETURNS.

12 R made mdthi" ti t 6 e open t e : ..... teft

18 in the some matr; ~r to & esame emete, me4 to the

14 saA pi-itetee *4 W k e am ade
15 "',,reil Title 11 el th c:r, 'Aet of w & iet a m

16 made und " Aat tei J 44te 06, 4.988 .hl eeiItitte
17 mdte shag[ be open to e"Mti fi cr--..r af,,

;M.. eet l-"i to a weh o'xte--- as E& & 6 b e rize izi rd e o fiF
18 r... -x.XMri

19%1 A% %Asw X n

20 (a) Returns made under this title upon which the tax

21 ha's been determined by the. Commissioner hall constitute

22 public records and shall be open to public examination and

23 inspection under rules and regulations promulgated by the

24 Secretary and approved by the President. Whenever a
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1 return- is open, to the inspection of any -person .a certified

2 copy thereof shall, upon request, be furnished to any person

8 under rules and regulations prescribed by the Commissioner

4 with the approval of the ,Scwetary. The Commissioner may

5 prescribe a reasonable fee for furnishing such copy.

0 (b) (1) The Secretary and any officer or employee

7 of the Treasury Department, upon request from the Com-

8r mitte on Ways and Means of the House of Representatives,

9:. the Committee on Finance of the Senate, or a sdect con-

10 mittee of the Senate or. House specially authorized to investi-.

I11 gate returns by a resolution of the Senate or House, or a

12 joint committee so authorized by concurrent resolution, shall

18 furnish such committee sitting in executive session with any

14 data of any character contained in or shown by any return.

15 (2) Any such committee shall have the right, acting

16 directly as a committee,. or by or through such examiners

17 or agents as it may designate or appoint, to inspect any,

18 or all of the returns at such times and in such manner as:

19 it may determine.

20 (3) Any relevant or useful information thus obtained

21 may be submitted by the committee obtaining it to the Sen-

22 ate or the House, or to both the Senate and the House, as

23 the case may be.

24 (c) The Commissioner shall as soon as practicable.

25 in each year cause to be prepared and made available to
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.' p slie inspection ;in;, uch -manner as ,he may determine,

2 in the office of-the collector in each internal-revenue -district

8 and in euch other places as he may determine, lists contain-

4 ing the name and the post-office address of, each person

5 making an income-tax return in such district.

6 SEC. 56. PAYMENT OF TAX.

7 (a) TIME o PAYMENT.-The total amount of tax

8 imposed by this title shall be paid on the fifteenth day of

9 March following the close of the calendar, year, or, if the

10 return should be made on the basis of a fiscal year, then on

11 the fifteenth day of the third month following the close of

12 the fiscal year.

13 (b) INSTALLMENT PAYmnTS.--The taxpayer may

14 elect to pay the tax in four equal installments, in which cse

15 the first installment shall be* paid on the date -prescribed for

16 the' payment of the -tax- by the taxpayer, the second instill-

17 ment shall be paid on the fifteenth day of the third month,

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

19 and the fourth installment on the fifteenth day of the ninth

20 month, after such date. If any installment is not paid on or

21 before the' date fixed for its payment,, the whole amount of

22 'the tax-, unpaid shall be paid upon notice and demand from

23 the collector.

24 (e) 'Exrmsm , oi TME - oi P nYmmT.--At the

25 request of the, taxpayer, the; (mmissioner-may extend the
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1 time for payment of the amount determined as the tpx by

2 the taxpayer, or any installment thereof, for a period not to

3 exceed six months from the date prescribed for the payment

4 of the tax or an installment thereof. In such case the amount

5 in respect of which the extension is granted shall be paid on

6 or before the date of the expiration of the period of the

7 extension.

8 (d) VOLUNTARY ADVANCB PAYnmNT.-A tax im-

9 posed by this title, or any installment thereof, may be paid,

10 at the election of the taxpayer, prior to the date prescribed

11 fox' its payment.

12 (e) ADVANCE PAYMNT IN CASH OF JBOPARDY.--

13 For advance payment in case of jeopardy, see section 446

14 145.

15 (f) TAx WnIHHELD AT SOURO.-FOr requirement

16 of withholding tax at the source in the case of nonresident

17 aliens and foreign corporations, awd ia he ease ef se-eaed

18 6 ' free eeyewwt bonds" see sections 44 amd 444 142

19 and14.'

20 (g) FRA TIoNAL PARTS OF ONT.-In the payment

21 of any tax under this title a fractional part of a cent shall

22 be disregarded unless it amounts to one-half cent or more,

23 in which case it shall be increased to 1 cent.

24 (h) RwEOms.-Every collector to whom any pay-

25 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
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19 SEC. 57. EXAMINATION OF RETURN AND DETERMINA.

20 TION OF TAX.

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

22 missioner shall examine it and shall determine the correct

23 amount of the tax.
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1 BBC. & ADDIMONS 4TO' TAX AND-PENALJIKES.

2" () For additions to the tax in case of negligence or

8 fraud in ! the nonpayment .of tax or failure to file return

4 therefor, see Supplement M.

5 (b) For criminal penalties for nonpayment oftax-or

6 failure to file return therefor, see section 446 144.

7 -SEC. f ADMINISTRATIVE PROCEEDINGS

8 For adini ive.proceedings in respect of the non-

9 payment or overpayment of a tax imposed by this tide, see

10 as ,follows:

:11 (a) 6Supplement L,, relating to assessment and collec-

12 tion of deficiencies.

18 (b) Supplement M, relating to interest and additions

14 to tax.

15 (e) Supplement N, relating to claims against tras-

16 f reeand fiducie.

17 (d) Supplement O,, relating to overpayments.

18 Part VI-Miseelaneou Prmiionm

19 SEC. 6L LAWS MADB APPLICABLE.

20 All administrative, special, or stamp provisions of law,

21 inluding the law relating to theasesm-at oftaxes, so far

22 as, applieable,, are hereby extended to and. made a part- of

23 this title.

I
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I SEC. 62. RULES AND REGULATIONS,

2 The Commissioner, with the approval of the Secretary,

3 shall prescribe and publish all needful rules and regulations

4 for the enforcement of this title.

5 SEC. 63. TAXES IN LIEU OF TAXES UNDER UM 1932 ACT.

6 The taxes imposed by this title shall be in lieu of the

7 corresponding taxes imposed by the weei ef ie Reveaue

8 4 W 28 be gthe same a.meis Revenue Act of 1932.

9 SEC. 64. SHORT TITLE.

10 This title may be cited as the "income Tax Act of
11 198 193409?

12 gj, &M op
13 Mthide9 a esl efe~ef48fe aoef4-

14 thM seetien 44 a -19 and this sweetie, mhaa" take efle"
15 e d at ef !

16 SU C-SUPPLEMENTAL PROVISIONS

17 Supplement A-Rates of Tax

18 [Supplementary to Subtitle B, Pat I]
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21 eeofay &APe WVe*jehthM AAVAL 0 4 ,hfff.~
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SEC. M 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 savings banks not having a capital

stock represented by shares;

(3) Fraternal beneficiary societies, 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

bent&its to the members of such society, order, or

association 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;
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1 (5) Cemetery companies owned and operated

2 exclusively for the benefit of their members or which

3 are not operated for profit; and any corporation char-

4 tered solely for burial purposes as a cemetery corpora-

5 tion and not permitted by its charter to engage in any

6 business not necessarily incident to that purpose, no

7 part of the net earnings of which inures to the benefit

8 of any private shareholder or individual;

9 (6) Corporations, and any community chest,

10 fund, or foundation, organized and operated exclusively

11 for religious, charitable, scientific, literary, or educa-

12 tional purposes, or for the prevention of cruelty to

13 children or aninials, no part of the net earnings of

14 which inures to the benefit of any private shareholder

15 or individtial, (d 1(o tb stlntial Part of the activities of

16 which is participltioll il prl'tn politics or is carrying

17 oL propagaUlda, or otherwvise attemllpting, to influence

18 legislation ;

19 (7) Business leagues, chambers of comnmerce,

20 real-estate boards, or boards of trade, not organized for

21 profit and no part of the net earnings of which inures

22 to the benefit of any private shareholder or individual;

23 (8) Civic leagues or organizations not organized

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

2 membership of which is limited to the employees of a

3 designated person or persons in a particular munici-

4 pality, and the net earnings of which are devoted

5 exclusively to charitable, educational, or recreational

6 purposes;

7 (9) Clubs organized and operated exclusively for

8 pleasure, recreation, and other nonprofitable purposes,

9 no part of the net earnings of which inures to the

10 benefit of any private shareholder;

11 (10)" Benevolent life insurance associations of it

12 purely local character, mutual ditch or irrigation com-

13 panes, mutual or cooperative telephone companies, or

14 like organizations; but only if 85 per centum or more of

15 the income consists of amounts collected from members

16 for the sole purpose of meeting losses and expenses;

17 (11) Farmers' or other mutual hail, cyclone,

18 casualty, or fire insurance companies or associations

19 (including interinsurers and reciprocal underwriters)

20 the income of which is used or held for the purpose of

21 paying losses or expenses;

22 (12) Farmers', fruit growers', or like associa-

23 tions organized and operated on a cooperative basis

24 (a) for the purpose of marketing the products of mem-

25 bers or other producers, and turning back to them the
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1 proceeds of sales, less the necessary marketing expenses,

2 on the basis of either the quantity or the value of the

3 products furnished by them, or (b) fo' the purpose of

4 purchasing supplies and equipment for the use of mem-

5 bers or other persons, and turning over such supplies

6 and equipment to them at actual cost, plus necessary

7 expenses. Exemption shall not be denied any such

8 association because it has capital stock, if the dividend

9 rate of such stock is fixed at not to exceed the legal rate

10 of interest in the State of incorporation or 8 per centum

11 per annum, whichever is greater, on the value of the

12 consideration for which the stock was issued, and if

13 substantially all such stock (other than nonvoting

14 preferred stock, the owners of which are not entitled

15 or permitted to participate, directly or indirectly, in

16 the profits of the association, upon dissolution or other-

17 wise, beyond the fixed dividends) is owned by pro-

18 ducers who market their products or purchase their

19 supplies and equipment through the association; nor

20 shall exemption be denied any such association because

21 there is accumulated and maintained by it a reserve

22 required by State law or a reasonable reserve for any

23 necessary purpose. Such an association may market

24 the products of nonmembers in an amount the value

25 of which does not exceed the value of the products
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1 marketed for members, and may purchase supplies and

2 equipment for nonmembers in an amount the value of

3 which does not exceed the value of the supplies and

4 equipment purchased for members, provided the value

5 of the purchases made for persons who are neither

6 members nor producers does not exceed 15 per centum

7 of the value of all its purchases;

8 Neither shall any such association be denied exemp-

9 tion because it does not keep ledger accounts with non-

10 members of the business it transacts with such nonmem-

11 bears, but it shall only be required to keep such records

12 of its business with nonmembers as will show the actual

13 business done with such nonmembers: And provided

14 further, That the profits, if any, derived from its busi-

15 ness with nonmembers in any fiscal year of the associa.

16 tion shall be allowed to remain in the business of the

17 association, subject to the right of such nonmember to

18 use his share upon a patronage basis to qualify as a

19 member of the association: Provided further, That busi-

20 ness done for the Federal Government or any of its

21 agencies shall not be considered as nonmember business

22 within the meaning of this Act.

23 (13) Corporations organized by an association

24 exempt under the provisions of paragraph (12), or

25 members thereof, for the purpose of financing the



1 ordinary crop operations of such members or other pro-

2 ducers, and operated in conjunction with such associa-

3 tion. Exemption shall not be denied any such corpora-

4 tion because it has capital stock, if the dividend rate

5 of such stock is fixed at not to exceed the legal rate

6 of interest in the State of incorporation or 8 per centum

7 per annum, whichever is greater, on the value of the

8 consideration for which the stock was issued, and if

9 substantially all such stock (other than nonvoting pre-

10 ferred stock, the owners of which are not entitled or

11 permitted to participate, directly or indirectly, in the

12 profits of the corporation, upon dissolution or other-

13 wise, beyond the fixed dividends) is owned by such

14 association, or members thereof; nor shall. exemption

15 be denied any such corporation because there is accu-

16 mulated and maintained by it a reserve required by

17 State law or a reasonable reserve for any necessary

18 purpose;

19 (14) Corporations organized for the exclusive pur-

20 pose of holding title to property, collecting income

21 therefrom, and turning over the entire amount thereof,

22 less expenses, to an organization which itself is exempt

23 from the tax imposed by this title;
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4 (15) Corporations organized under Act of Con-

5 gress, if such corporations are instrumentalities of the

6 United States and if, under such Act, as amended and

7 supplemented, such corporations are exempt from

8 Federal income taxes;

9 (16) Voluntary employees' beneficiary associa-

10 tions providing for the payment of life, sick, accident,

11 or other benefits to the members of such association or

12 their dependents, if (A) no part of their net earnings

13 inures (other than through such payments) to the bene-

14 fit of any private shareholder or individual, and (B)

15 85 per centum or more of the income consists of

16 amounts collected from members for the sole purpose

17 of making such 'payments and meeting expenses;

18 (17) Teachers' retirement fund associations of a

19 purely local character, if (A) no part of their net earn-

20 ings inures (other than through payment of retirement

21 benefits) to the benefit of any private shareholder or

22 individual, and (B) the income consists solely of

23 amounts received from public taxation, amounts

24 received from assessments upon the teaching salaries of

25 members, and income in respect of investments.
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15 SEC. 102. SURTAX ON CORPORATIONS IMPROPERLY ACCUMU.

16 LATING SURPLUS.

17 (a) IMPOSITION OF TAx.-There shal be levied, col.

18 lecled, awl paid for each taxable year upon the adjusted net

19 income of every corporation (other than a personal holding

20 company as defined in section 351) if such corporation,

21 however created or organized, is formed or availed of for

22 the purpose of preventing the imposition of the surtax upon

23 its shareholders or the shareholders of any other corporation,

24 through the medium of permitting gains and profits to accu-
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1 mulate instead of being divided or distributed, a surtax equal

2 to the sum of the following:

8 (1) 25 per centum of the amount of the adjusted

4 net income not in excess of $100,000, plus

5 (2) 35 per centum of the amount of the adjusted

6 net income in excess of $100,000.

7 (b) PRiMA FACIE EVIDENCE.-The fact that any

8 corporation is a mere holding or investment company, or

9 that the gains or profits are permitted to accumulate beyond

10 the reasonable needs of the business, shall be prima facie evi-

11 deuce of a purpose to eseepe a*y ititem-a Fevenue t" avoid

12 surtax.

13 * Ae used im h section the tetm ' w4 ineeme 2

14 means the niet ineeme defied in seetion 24-, ieem,, by

15 the ewa of the ,me'nt of the dividend -edaeti a wed
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20 (c) DEFINITION OF "ADJUSTED NET INCOME".-

21 As used in this section, the term "adjusted net income"

22 means the net income increased by the amount of the dividend

23 deduction allowed under section 23(p), but diminished by

24 the amount of dividends paid during the taxable year.
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I (d) PAYMENT OF SURTAX ON PRO RATA SHARES.-

2 The tax imposed by this section shall not apply if all the

3 shareholders of the corporation include (at the time of filing

4 their returns) in their gross income their entire dist e

5 pro rata shares, whether distributed or not, of the fe i e

6 "adjusted net income" of the corporation for such year.

7 Any amount so included in the gross income of a share-

8 holder shall be treated as a dividend received. Any subse-

9 quent distribution made by the corporation out of the earn-

10 ings or profits for such taxable year shall, if distributed to

11 any shareholder who has so included in his gross income his

12 d66ibtive pro rata share, be exempt from tax in the

13 amount of the share so included.

14 (e) TAX ON PERSONAL HOLDING COMPANIES.-For

15 surtax on. personal holding companies, see se action 351.

16 SEC. 103. RATES OF TAX ON CITIZENS AND CORPORATIONS OF

17 CERTAIN FOREIGN COUNTRIES.

18 Whenever the President finds that, under the laws of

19 any foreign country, citizens or corporations of the United

20 States are being subjected to discriminatory or extraterri-

21 torial taxes, the President shall so proclaim and the rates of

22 tax imposed by sections 11, 12, 13, 201(b), and 204(a)

23 shall, for the taxable year during which such proclamation

24 is made and for each taxable year thereafter, be doubled in
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t the case of each citizen and corporation of such foreign

2 country; but the tax at such doubled rate shall be considered

8 as imposed by section 11, 12, 13, 201(b), or 204(a), as

4 the case may be. In no case shall this section operate to

5 increase the taxes imposed by such sections (computed with-

6 out regard to this section) to an amount in excess of 80 per

7 centum of the net income of the taxpayer. Whenever the

8 President finds that the laws of any foreign country with

9 respect to which the President has made a proclamation

10 under the n'eceding provisions of this section have been

11 modified so that discriminatory aid extraterritorial taxes

12 applicable to citizens and corporations of the United State s

13 have been removed, ho shall so proclaim, and the provisions

14 of this section providing for &ubled rates of tax shall not

15 apply to-any citizen or corporation of such foreign country

16 with respect to any taxable year beginning after such

17 proclamation is made.
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It Supplement B-Computation of Net Income

12 [Supplementary to Subtitle B, Part Il]

13 SEC. ilL DETERMINATION OF AMOUNT OF, AND RECOG.

14 NATION OF, GAIN OR LOS8.

15 (a) COMPUTATION OF GAIN OR LOm.-.,Epr

16 I..itiae pr. dd in " the The gain from the

17 sale or other disposition of property shall be the excess of the

18 amount realized therefrom over the adjusted basiu prvided in

19 section 113 (b) for determinir guin, and the loss Qhall be

20 the excess of sah the adjusted basis pro,;Ui.hi iu sch section

21 for deterni,ing lo5. over the amount realizeu.

22 (b) AMoUiNT REALIZ W.-The awcunt remJized from

23 the sale or othur disFosition of property shall be the sua of

24 any money received plus the fair market value of the

25 property (other than money) received.

J. 53052----6
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(e) RECOGNITION OF GAI o Los.-In the ease of

a sale or exchange, the extent to which the gain or low

:j determined under this section shall be recognized for the

4 purposes of this title, shall be determined under the provi-

5 sons of section 112.

(I (d) INSTALLMENT BALm.-Nothing in this sec-

7 tion shall be construed to prevent (in the caw of property

8 sold under contract providing for payment in installments)

the taxation of that portion of any installment paymret

10 representing gain or profit in the year in wbich such pay-

11 ment is received.

12 SEC. 112. RECOGNITION OF GAIN OR LOSS.

13 (a) GENERAL RUL.-Upon the sale or exchange of

14 property the entire amount of the gain or loss, determined

15 under section 111, shall be recognized, except as hereinafter

16 provided in this section.

17 (b) EXCHANGES SOLELY IN KtND.-

18 (1) PROPERTY HELD FOR PRODUCTIVE USE OR

19 INVESTMENT.--NO gain or loss shall be recognized if

20 property held for productive use in trade or business

21 or for investment (not including stock in trade or other

22 property held primarily for sale, nor stocks, bonds,

23 notes, choses in action, certificates of trust or beneficial

24 interest, or other securities or evidences of indebtedness

25 or interest) is exchanged solely for property of a like
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1 kind to be held either for productive use in trade or

2 business or for investment.

8 (2) STOcK Fia STOK OF sAME CORPORA-

4 TIO.-No gain or loa shall be recognized if common

stock in a corporation is exchanged solely for comlmion

0 stock in the sante corporation, or if preferred stock in a

7 corporation is exchanged solely for preferred stock in

8 the sane corporation.

9 (3) STOCK FOR 8'3TCK ON RhORGANIZATION.--

10 No gain or loss shall be recognized if stock or securi-

11 ties in a corporation a party to a reorganization are, ill

12 pursuance of the plan of reorganization, exchanged

13 solely for stock or securities in such corporation or in

14 another corporation a party to the reorganization.

15 (4) SAME-GAIN OF CORPOATION.-NO gain

16 or loss shall be recognized if a corporation a party to a

17 reorganization exchanges property, in pursuance of the

18 plan of reorganization, solely for stock or securities in

19 another corporation a party to the reorganization.

20 (5) TRANSFER TO CORPORATION CONTROLJD

21 BY THANSFEROR.-No gain or loss shall be recognized

22 if property is transferred to a corporation by one or more

23 persons solely iM exchange for stock or securities in such

24 corporation, and immediately after the exchange such

25 person or persons are in control of the corporation; but
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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 stock

and securities received by each is substantially in pro-

4 portion to his interest in the property prior to the

exchange.

(C) GAIN FIkJM EXCHIANGE.S 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

10 received in exchange consists not only of property per-

11 mitted by such paragraph to be received without the

12 recognition of gain, but also of other property or money,

13 then the gain, jf any, to the recipient shall be recog-

14 nized, but, in an amount not in excess of the sum of such

15 money and the fair market value of such other property.

16 (2) If a distribution made in pursuance of a plan

17 of reorganization is within the provisions of paragraph

18 (1) of this subsection but has the effect of the distri-

19 bution of a taxable dividend, then there shall be taxed

20 as a dividend to each distributee such an amount of

21 the gain recognized under paragraph (1) as is not in

22 excess of his ratable share of the undistributed earnings

23 and profits of the corporation accumulated after Feb-

24 ruary 28, 1913. The remainder, if any, of the gain



1 recognized under paragraph (1) shall be taxed as, a

2 gain from the exchange of property.

3 (d) SAME--AIN OF CORPORATION.-If an ex-

4 change would be within the provisions of subsection (1)

5 (4) of this section if it were not for the fact that the property

6 received in exchange consists not only of stock or securiis

7 permitted by such paragraph to be received without the

8 recognition of gain, but also of other property or money,

9 then-

10 (1) If the corporation receiving such other prop-

11 erty or money distributes it in pursuance of the plan

12 of reorganization, no gain to the corporation shall be

13 recognized from the exchange, but

14 (2) If the corporation receiving such other prop-

15 erty or money does not distribute it in pursuance of the

16 plan of reorganization, the gain, if any, to the corpora-

17 tion shall be recognized, but in an amount not in excess

1 9 of the sui of .suc'h money and the fair market value of

19 such other property so received, which is not so

20 distributed.

21 (e) Loss FROM EXCIL\NGES NOT 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 received in exchange
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1 consists not only of property permitted by such paragraph

2 to be received without the recognition of gain or loss, but

8 also of other property or money, then no loss from the

4 exchange shall be recognized.

5 (f) INVOLUNTARY CONVERSIONS.-If property (as a

6 result of its destruction in whole or in part, theft or seizure,

7 or an exercise of the power of requisition or condemnation,

8 or the threat or imminence thereof) is compulsorily or

9 involuntarily converted into property similar or related in

10 service or use to the property so converted, or into money

11 which is forthwith in good faith, under regulations pre-

12 scribed by the Commissioner with the approval of the Sec-

13 retary, expended in the acquisition of other property similar

14 or related in service or use to the property so converted, or

15 in the acquisition of control of a corporation owning such

16 other property, or in the establishment of a replacement

17 fund, no gain or loss shall be recognized. If any part of the

18 money is not so expended, the gain, if any, shall be recog-

19 nized, but in an amount not in excess of the money which

20 is not so expended.
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14 -fi)- (g) DEFINITION OF REOROANIZATION.-As used

15 in this section and seetiefts 4- m4 44-6 section 113-

1 f (1) The term "reorganization" means (A) a

17 statutory merger or consolidation ("f"f-.iidii P, or (B)

18 the acquisition by one corporation of in exchange solely

19 for all or a part of its voting stock: of at least & -,-oilty

20 80 per centum of the voting stock and at least fb ma

21 joriy 80 per ceturn of the total number of shares

22 of all other classes of stock of another e ,%""eti'i: I of

23 corporation; or of substantially all the properties of

24 another corporations of*+-4-, or (C) a transfer by

25 A corporation of all or a part of its assets to another
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I corporation ii immediately after the transfer the trans-

'2 feror or its stockholders or both are in control of the

3 corporation to which the assets are tnisferred, or

4 -(% (D) a recapitalization, or -i* (E) a mere

5 change in identity, form, or place of organization,

6 however effected.

7 (2) The term "a party to a reorganization"

8 includes a corporation resulting from a reorganization

9 and includes both corporations in the case of ei
10 tiee by %e"-.A........ "-

steek• "°:"0A k:4 " of the toWa mn-.
12 b of ,harcs of s4 othe e of s of eaeohe

13 eq-rifwtk%%, a reorganization resulting from the acqui-

14 sit ion by one corporation of stock or properties of

15 another.

16 4#"* (h) DEFINITION OF CONTROL.-As used in this

17 section the term "control" means the ownership of at least

18 80 per centum of the voting stock and at least 80 per centuin

19 of the total number of shares of all other classes of stock of

20 the corporation.

21 "fk* (i) FOREIGN CORPORATIONS.-In determining

22 the extent to which gain shall be recognized in the case of

-:: any of the exchanges e* 4i battle (made after the date of

24 the enactment of this Act) described in subsection (b) (3),

25 (4), or (5), or described in so much of subsection (c) a
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t refers to subsection (b) (3) or (5), or described in subsoc-

2 tion (d) r -(g,-, a foreign corporation shall not be considered

3 as a corporation unless, prior to such exchange of dio rib,-

4 tion, it has been established to the satisfaction of the Corn-

5 missioner that such exchange oF di * isibu'i is not in pursu-

6 ance of a plan having as one of its principal purposes the

7 avoidance of Federal income taxes.

8 SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR

9 LOSS.

(0 (a) BAsis (UNADJUSTED) OF PROPETY.-The bazis

I 1 of property shall be the cost of such property; except that--

2 (1) INVENTORY VALUE.-If the property should

i have been included in the last inventory, the basis shall

I [ be the last inventory value thereof.

15 (2) GIFTS AFTER DECEMBEIR 31, 1920.-If the

(11 property was acquired by gift after December 31,

I 7 1920, the basis shall be the same as it would be in

I:i the hands of the donor or the last preceding owner by

I 1 whom it was not acquired by gift, except that for the

20 purpose of determining loss the basis shall be the basis

21 so determined or the fair market value of the property

22 at the time of the gift, whichever is lower. If the facts

23 necessary to determine sweh basis the basis in the hands

:24 of the donor or the last preceding owner axe unknown

25 to the donee, the Commissioner shall, if possible,
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1 obtain such facts from such donor or last preceding

2 owner, or any other person cognizant thereof. If the

3 Commissioner finds it impossible to obtain such facts,

4 the basis in the hands of such donor or last preceding

5 owner shall be the fair market value of such property

6 as found by the Commissioner as of the date or approx-

7 imate date at which, according to the best information

8 that the Commissioner is able to obtain, such property

9 was acquired by such donor or last preceding owner.

10 (3) TRANSFER IN TRUST AFTER DECEMBER 81,

11 1920.-If the property was acquired after December

12 31, 1920, by a transfer in trust (other than by a

13 transfer in trust by a bequest or devise) the basis shall

14 be the same as it would be in the hands of the grantor,

15 increased in the amount of gain or decreased in the

16 amount of loss recognized to the grantor upon such

17 transfer under the law applicable to the year in which

18 the transfer was made.

19 (4) GIFT OR TRANSFER IN TRUST BEFORE

20 JANUARY 1, 1921.-If the property was acquired by

21 gift or transfer in trust on or before December 31, 1920,

22 the basis shall be the fair market value of such property

23 at the time of such acquisition. The pfAis.i 4h

24 pan to &e AAA k

25 Weeta as w ... : 00,,i of
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17 the 10*14oy$012 If dhe property was acquired by be-

I quest, devise, oi- inheritance, or' by the (lecedeldts

19 estate from the decedent, the basis shall be the fair

2(0 market value of such property at the time of such

21 acqtusz on. In the case of property transf erred in

22 trust to pay the income for life to or upon the order or

23 direction of the grantor, with the right reserved to the

24 grantor at all times prior to his death to revoke the

.") trust, the basis of such property in the hands of the



persons entitled under the terms of the trust instrument

to the property after the grantor's death shall, after

13 such death, be the same as if the trust instrument had

41 been a will executed on the day of the grantor's death.

5 For the purpose of this paragraph property passing

6 without full and adequate consideration under a general

7 power of appointment exercised by will shall be deemed

8. to be property passing from the individual exerciing

9 such power by bequest or devise.

10 (6) TAX-FREE EXCHANGES OENERLLY.-If the

11 property was i acquired, after February 28,

12 1913, upon an exchange described in section 112(b)

13 to (e), inclusive, the basis shall be the same as in

14 the case of the property exchanged, decreased in the

15 amount of any money received by the taxpayer and

16 increased in the amount of gain or decreased in the

17 amount of loss to the taxpayer that was recognized

18 upon such exchange under the law applicable to the

19 year in which the exchange was made. If the property

20 so acquired consisted in part of the type of property

21 permitted by section 112 (b) to be received without

22 the recognition of gain or loss, and in part of other

23 property, the basis provided in this paragraph shall be

24 allocated between the properties (other than money)
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1 received, and for the purpose of the allocation there

2 shall be assigned to such other property an amount

3 equivalent to its fair market value at the date of the

4 exchange. This paragraph shall not apply to property

5 acquired by a corporation by the issuance of its stock

6 or securities as the consideration in whole or in part

7 for the transfer of the property to it.

8 (7) TRANSFERS TO CORPORATION WHERE CON-

9 TROL OF PROPERTY REMAINS IN SAME PERSONS.-If

10 the property was acquired after December 31, 1917,

11 by a corporation in connection with a reorganization,

12 and immediately after the transfer an interest or control

13 in such property of 50 per centum or more remained

14 in the same persons or any of them, then the basis shall

15 be the same as it would be in the hands of the trans-

16 feror, increased in the amount of gain or decreased in

17 the amount of loss recognized to the transferor upon

18 such transfer under the law applicable to the year in

19 which the transfer was made. This paragraph shall

20 not apply if the property acquired consists of stock or

21 securities in a corporation a party to the reorganization,

22 unless acquired by the issuance of stock or securities of

23 the transferee as the consideration in whole or in part

24 for the transfer.
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(8) PROPERTY ACQUIRED BY ISSUANCE OF

STOCK OR AS PAII-IN SURPLUS.-If the property was

acquired after December 31, 1920, by a corporation-

(A) by tie 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 surplus or as a 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.
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i4O (9) INVOLUNTARY CONVRION.-If the
2 property was a acquired, after February 28,

3 1913, as the result of a compulsory or involuntary

4 conversion described in section 112 (f), the basis shall

5 be the same as in the case of the property so con-

verted, decreased in the amount of any money received

7 by the taxpayer which was not expended in accordance

8 with the provisions of law (applicable to the year in

9 which such conversion was made) determining the tax-

10 able status of the gain or loss upon such conversion,

11 and increased in the amount of gain or decreased in

12 the amount of loss to the taxpayer recognized upon

1:3 such conversion under the law applicable to the year

14 in which such conversion was made.

15 -(44) (10) WAsH sALEs OF STcK.-If the prop-

16 erty consists of stock or securities the acquisition of

17 which (or the contract or option to acquire which)

18 resulted in the nondeductibility (under section 118

19 of this Act or corresponding provisions of prior income

20 tax laws, relating to wash sales) of the loss from the

21 sale or other disposition of substantially identical stock

22 or securities, then- the basis shall be the basis of the

23 stock or securities so sold or disposed of, increased or

24 decreased, as the case may be, by the difference, if any,
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1 between the price at which the property was acquired

2 and the price at which such substantially identical

3 stock or securities were sold or otherwise disposed of.

4 ( (11) PRoriMfY ACQUIRED DURING AFFIL-

IATION.-In the case of property acquired by a corpo-

(1 ration, during a period of affiliation, from a corporation

7 with which it was affiliated, the basis of such property,

8 after such period of affiliation, shall be determined, in

9 accordance with regulations prescribed by the Com-

10 issioner with the approval of the Secretary, without

11 regard to inter-company transactions in respect of

12 which gain or loss was not recognized. For the pur-

I3 poses of.this paragraph, the term "period of affiliation"

14 means the period during which such corporations were

15 affiliated (determined in accordance with the law ap-

16 plicable thereto) but does not include any taxable year

17 beginning on or after January 1, 1922, unless a con-

18 solidated return was made, nor any taxable year after

19 the taxable year 1928. The basis in case of property

20 acquired by a corporation during any period, in the

21 taxable year 1929 or any subsequent taxable year, in

22 respect of which a consolidated return is made by such

23 corporation under section 141 of tis Ae o the Rev-

24 enue Act of 1928 or the Revenue Act of 1932, shall be

d
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1 determined in accordance with regulations prescribed

2 under section 141 (b) of thi At or the Revenue Act

3 of 1928 or the Revenue Act of 1932. The basis in

4 the case of property held by a corporation during any

5 period, in the taxable year 1929 or any subsequent

6 taxable year, in respect of which a consolidated return

7 is made by such corporation under section 141 of this

8 At op the Revenue Act of 1928 or the Revenue Act of

9 1932, shall be adjusted in respect of any items relating

10 to such period, in accordance with regulations pre-

11 scribed under section 141 (b) of thie A4 or the

12, Revenue Act of 1928 or the Revenue Act of 1932,

13 applicable to such period.

14 (12) BAsis ESTABLISHED BY REVENUE ACT

15 OF 1932.-if the property was acquired, after Febru-

16 ary 28, 1913, in any taxable year beginning prior to

17 January 1, 1934, and the basis thereof, for the pur-

18 poses of the Revenue Act of 1932 was prescribed by

19 section 113(a) (6), (7), or (9) of such Act, then for

20 the purposes of this Act the basis shall be the same as the

21 basis therein prescribed in the Revenue Act of 1932.

22 (13) PARTNERSHtPS.-If the property was ac-

23 quired, after February 28, 1913, by a partnership and

24 the basis is not otherwise determined under any of the

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

J. 53052 -7
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I then the basis shall be the same as it would be in the

2 hands of the transferor, increased in the amount of gain

8 or decreased in the amount of loss recognized to the

4 transferor upon such transfer under the law applicable

5 to the year in which the transfer was made. If the

6 property was distributed in kind by a partnership to

7 any partner, the basis of such property in the hands of

8 the partner shall be such part of the basis in his hands

9 of his partnerdip interest as is properly allocable to

10 such property.

11 . (14) PtOPETY ACQUaID BFOii MARCH

12 1, 1913.-In the case of property acquired before

13 March 1, 1913, if the basis otherwise determined under

14 this subsection, adjusted (for the period prior to

15 March 1, 1913) as provided in subsection (b), is

16 less than the fair market value of the property as of

17 March 1, 1918, then the basis for determining gain shall

18 be such fair market value. In determining the fair

19 market value of stock in a corporation as of March 1,

20 1913, due regard shall be given to the fair market value

21 of the assets of the corporation as of that date.

22 (b) ADJUSTED BIAI.-The adjusted basis for doter-

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 (1) GsOzn RUL.-Proper adjustment in

2 respect of the property shall in all cases be made--

$ (A) for expenditures, receipts, lones, or

4 other items, properly chargeable to capital account,

5 including taxes and other carrying charges on unim-

0 proved and unproductive real property, but no

7 such adjustment shall be made for taxes or other

8 carrying charges for which deductions have been

9 taken by the taxpayer in determining net income

10 for the taxable year or prior taxable years;

11 (B) in respect of any period since February

12 28, 1913, for exhaustion, wear and tear, obso-

18 lescence, amortization, and depletion, to the extent

14 allowed (but not less than the amount allowable)

15 under this Act or prior income tax laws. Where

16 for any taxable year prior to the taxable year 1932

17 the depletion allowance was based on discovery

18 value or a percentage of income, then the adjust-

19 ment for depletion for such year shall be based on

20 the depletion which would have been allowable

21 for such year if computed without reference to

22 discovery value or a percentage of income;

23 (0) in respect of any period prior to March

24 1, 1913, for exhaustion, wear and tear, obsoles-



100

1 cence, amortztion, and depletion, to the extent
2 stained;

8 (D) in the ase of stook (to the extent not

4 provided for in the foregoing subparagraphs) for

5 the amount of distributions previously made

6 which, under the law applicable to the year i

7 which the distribution was made, either were tax-

8 free or were applicable in reduction of basis (not

9 including distributions made by a corporation,

10 which was classified as a personal service cor-

11 portion under the provisions of the Revenue Act

12 of 1918 or 1921, out of its earnings or profit

13 which were taxable in accordance with the provi-

14 sions of section 218 of the Revenue Act of 1918

15 or 1921).

16 (2) SUBSTITUTED BA .- The term "substi.

17 tuted basis" as used in this subsection means a basis

18 determined under any provision of subsection (a) of

19 this section or under any corresponding provision of 4

20 prior income tax law, providing that the basis shall be

21 determined-

22 (A) by reference to the basis in the hands of

23 a transferor, donor, or grantor, or

24 (B) by reference to other property held at

25 any time by the person for whom the basis is to

26 be determined.
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1 Whenever it appears that the basis of property in the

2 lands of the taxpayer is a substituted basis, then the

8 adjtutments provided in paragraph (1) of this sub-

4 section shall be made after fint making in respect of

5 such substituted baasi proper adjustments of a similar

6 nature in respect of the period during which the prop-

7 erty was held by the transferor, donor, or grantor, or

8 during which the other property was held by the person

9 for whom the basis is to be determined. A similar rule

10 shall be applied in the case of a series of substituted

11 bases.

12 SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

13 (a) BAsis m OS DmR NP IATiox.-The basis upon

14 which exhaustion, wear and tear, and obsolescence are to

15 be allowed in respect of any property shall be the adjusted

16 basis provided in section 113 (b) for the purpose of deter-

17 mining the gain r les upon the sale or other disposition

18 of such property.

19 (b) BaIS FoaB DmpL'rio.-

20 (1) G(JEUN AL RULB.-The basis upon which de-

21 pletion is to be allowed in respect of any property shall

22 be the adjusted basis provided in section 113 (b) for

23 the purpose of determining the gain or les upon the sale

24 or other disposition of such property, except as provided

25 in paragraphs (2), (3), and (4) of this subsection.
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1 (2) DISCOvERY VALUE IN WSE OF MINV.-

2 In the case of mines (other than metal, coal or sulphur

8 mines) discovered by the taxpayer after February 28,

4 1913, the basis for depletion shall be the fair market

5 value of the property at the date of discovery or within

6 thirty days thereafter, if such mines were not acquired

7 as the result of purchase of a proven tract or lease, and

8 if the fair market value of the property is materay

9 disproportionate to the cost. The depletion allowance

10 under section 23(m) based on discovery value pro-

if vided in this paragraph shall not exceed 50 per centum

12 of the net income of the taxpayer (computed without

18 allowance for depletion) from the property upon which

14 the discovery was made, except that in no case shall

15 the depletion allowance under section 23(m) be less

16 than it would be if computed without reference to dis-

17 covery value. Discoveries shall include minerals in

18 commercial quantities contained within a vein or de.

19 posit discovered in an existing mine or mining tract

20 by the taxpayer after February 28, 1913, if the vein

21 or depo 't thus discovered was not merely the tn-

22 interrupted extension of a continuing commercial vein

23 or deposit already known to exist, and if the dis.

24 covore4 minerals are of suflipiimt value and quantity
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I that they could be separately mined and marketed at

2 a profit.

3 (8) PEMCENTAGB DEPLETION FOR OIL AND GAB

4 WELLS..-In the case of oil and gas wells the allowance

5 for depletion under ctioii 23(m) shall be 27f per

6 centum of the gross income from the property during

7 the taxable year, excluding from such gross income an
6

8 amount equal to any rents or royalties paid or incurred

9 by the taxpayer in respect of the property. Such

10 allowance shall not exceed 50 per centum of the net

11 income of the taxpayer (computed without allowance

12 for depletion) from the property, except that in no

13 case shall the depletion allowance under section 23(m)

14 be less than it would be if computed without reference

15 to this paragraph.

16 (4) PERCENTAGE DEPLETION FOB COAL AND'

17 METAL MINES AND sULPIU.--The allowance for

18 depletion under uction 23(m) shall be, in the case of

10 coal mines, 5 per centun, in the case of metal mines,

20 15 jer oentum, and, in the case of sulphur mines or de-

21 posits, 23 per centum, of the gross income from the

22 property during the taxable year, excluding from such

23 gross income an amount equal to any rents or royalties

24 paid or incurred by the taxpayer in respect of the prop-
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erty. Such allowance shall not exceed 50 per centum

2 of the net income of the taxpayer (computed without

8 alowance for depiction) from the propayramap is

41 hai ailow a 1eeeLe o Ie

t~ ~ W~ "two to , -a

7 rge yWe 60 yw 81e e W

8 ekmto 40ehp*AN*~
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11 fiowekh o 6

12 tahewee, fe t AAi e t

18 .eyeM MeepWj with, eN eene o

15 of fth ipetfef A Pm-l

16y" hbl e eemaie aeeordig to the eleetiea thu

17 14le Ithetofile to mke sehotemes; in

18 thIeffth elia leoe let' ebPPY

19 iff stteeetlmg lax*bbe yeav &Wal I* MIMpuEd Withou
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24 th~ p~hswbe

.e f t dwis ovI t 6 tm eth drooOol I
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8 i 6 Wig f re t se -i
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175-

18 A tazpetyer making hi. first return under f~AM titl, in,

19 respect of a roprysll 81ate wvhether he d"t to have:

20 Lhm depletion allowance for such propet for tie tarable

21 year for which the return is made computed with or

22 without regard to percentage depletion, and thw depletion

23 allowance in respect of such property for such year

24 shall be computed according to t&e election thus made.

25 If ik, tapayer (aiI8 to make such statement i4 41W
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1" return, the depletion allowance for auch property for

2 uch year shall be computed without reference to

8 percentage d4pk'tion. The method, determined as

4 above, of computing th. depletion allowance shall be

5 applied in th case of the property for all taxable

o years in which it is "in the hands of such taxpayer

7 or of any other person if the basis of te property

8 (for determining gain) in his hands is, under section

o 113, determined by reference to the basis in the hands

10 of such taxpayer, either directly or through one or

11 more substituted bases, as defined in that section.

12 SEC. 11L. DISTRIBUTIONS BY CORPORATION&

I 13 (a) Dzn moif or D)DI ND.-The term " dividend"

14 when used in this title (except in section 203 (a) (4)

15 and section W8-(e1+ 207(c)(1), relating to insurance

16 companies) means any distribution made by a corporation

17 to its shareholders, whether in money or in other property,

18 out of its earnings or profits accumulated after February

19 28, 1913.

20 (b) Souiwi F oF DImTBBUTIOS.--For the purposes

21 of this Act every distribution is made out of earnings or

22 profits to the extent thereof, and from the most recently

28 accumulated earnings or profits. Any earnings or profits

24 accumulated, or increase in value of property accrued, before

25 March 1, 1913,- my be distributed exempt from tax, after'
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I the earnings and profits a6cumulated after February 2j,

2 1918, ,iave been distributed, but any such tox-froc distribit

$ tion shall be applied against and reduce the adjuskd basis q1

4 the stock provided in soctiq 113.

1) (a) DTwiUTIONS ix LiqUiDATION.-Amounts di

6 tribtted in complete liquidation of a corporation shall ho

7 treated as in full payment in exchange for the stock, ani

8 amounts distributed in partial liquidation of a corporation

9 shall be treated as in part or full payment in exchange for the

10 stock. The gain or loss to the distributed resulting from:

11 suoh exchange shall be determined under section 111, bat,

12 shall be recognized only to the extent provided in section

18 112. Deepite the provisions of section 117(a), 100 per

14 centum of the gain so recognized alil be taken into account,

15 in computing net income. In the case of amounts distributed

16 (whether before January 1, 1934, or on or after such dak)

17 in partial liquidation (other than a distribution within the

18 provisions of seetioet 448-fh. subsection (h) of this section

19 of stock or securities in connectiQn with a reorganization)

20 the part of such distribution which is properly chargeable

21 to capital account shall not be considered a distribution of'

22 earnings or profits within the meaning of subsection (b)

23 of this section for the purpose of determining the taxability

24 of subsequent distributions by the corporation,



(d) OTWW DimBTion mO APx&.--If aiy
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-

ton shall be applied against and reduce the adite 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

9 gain from the sale or exchange of property.

10 (e) DIsmuTioss By PMUoNAL SUBvx OoiwoA-

11' TIONS.-Any distribution made by a corporation, which was

12 classified u a personal service corporation under the pro.-

18 visions of the Revenue Act of 1918 or the Revenue Act

14 of 1921, out of its earnings or profits which were taxable

16 in accordance with the, provisions of section 218 of the Reve-

16 sue Act of 1918 or section 218 of the Revenue Act of 1921,

17 shall be exempt from tax to the distributees.

18 (f) STmOK Divw's,--A stock dividend shall not be

19 subject to tax.

20 (g) RLDwjITIoN OF STOOK.-If a corporation cancels

21' or redeems its stock (whether or not such stock was issued

22 as a stock dividend) at such time and in such manner as

28 to make the distribution and cancellation or redemption in

14 whole or in part essentially equivalent to the, distribution .
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1 of a taxable dividend, the amount o distributed in redmp-

g tion or 7saeollatip of the stock,, to the extent tat it repw.

# unts a distribution of earinp or profit. aeumlateO afstr

4 February, 28, 1913, sha be treated a table dividewl.

(A) -DlZO'RIBWUTIQN OF STOOK ON, RIOANlZA-

6, roN-ErSpO oN Furvu, DuaTrwUTzoNse-.-Tla die-

7 tribumtio before January 1, 1984, in puruanw, of a plan

8 of rorganiato by or on, bdhf of a ration, a parly

9 to th reorniza ol it stook or seurite or *took or

10 swurities in a corporation a party to the pvrgan i,. i-

11 no gain to the disribute oron the rec"iA of sach stod or

12 wcritie was roeogniud by law, 4hW not be onskked a

1s d noeningor prof wth in g ofti
14 etion for the purpose of determining the ta y of s4&.

15 equ nt distributions by t crporation. As used in this

16 n4ssion, the term "reorganization" and "party to the
17 reorganization" sall have te meaning. assgne to suck

18 nn. inxction 112 of thi Revenue Act of 1932.

19 N i Dwnmwo 9QP PATiA IaQumidAIN-As

20 used in this otion the term "amounts dtrbuted ki partW

21 liquidation" means a distribton by a corporation in. com-

22 plete cancellation or redemption of a part of ito stook, or one

23 of a series of distributions in complete cancellation or redemp-

24 tion of all or a portion of its stock.
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1' sC. Il& iXCLUSIONS FROM GROSS INCOME.

g In addition to the items specified in section 22 (b), the

8 following items shall not be included in gross income and

4 shall be exempt from taxation under this tide:

5 (a) EARNED INooms rsoM ousos WrnIUT

a UN STATEsi.-In the case of an individual citizen of

7 the United States, a bona fide nonresident of the United

8 States for more than six months during the taxable year,

9 amounts received from sources without the United States

10 (except amounts paid by the United States or any agency

11 thereof) if such amounts would constitute earned income

12 a defined in section 25(a) if received from sources within the

18 United Stares; but such individual shall not be allowed as

14 a deduction from his gross income any deductions properly

15 allocable to or chargeable against amounts excluded from

18 gross income under this subsection. As wed in this ube

17 NIA the tesm ew4eed imeemea- mees wagev s eamsee

20 ietpade mepat s oef ae wo .ee de' ed bt e tm-

21 p aet Wyieeredeed4 i 4 b0

22 w" pe~fta &Iiaetofeassgepor e

28 thmo, m ms HwaoasM effi*if4

24 aetu aedeei ta& eae of a Ien-

25 g fi a de or bsitnes in whIeh t e
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1 wi i e m.46seiaI a oene ie Iee eb F n-

2 eb~ Modnase by Aspu~o f14 W6i& owoe per~~e

4 s eo of is 0m ef e il oef b h Ude or bw-

5 00"s" ObeOeide MOMu de

8 (b) TBAnB iN A LAIKA MWD HAWAxx-In the

7 case of an individual employed by Alaska or Hawaii or any

8 Political subdivision thereof as a teacher in any educational

9 institution, the compensation received as such. This sub-

10 section shall not exempt compensation paid directly or

11 indirectly by the Government of the United States. Stab

12 seen* o eif pe 6 A06 sA opo

13 vide e oeat & h f4TM*AAOf MbWdnj "p~i

14 % 9 as emeode y A easided !Am A te

16 e ye~ftM e TApWW o HO I -

17 *99Qepp4"YOf4 &OivS0m,4i"l48,

18,1 seeof d aee he seOf ee -y ;

19 (e) INooXE OF Foiox GOvWIMENTS.-The in-

20 come of foreign governments received from investments in

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

22 ties, owned by such foreign governments, or from interest on

23 deposits in banks in the United States of moneys belonging

24 to such foreign governments, or from any other source

25 within the United States.
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1 (d) INoomB oF STATE, MU cIPALTmIE8, T.--

2 Income derived from any public utility or the exercise of any

3 essential governmental function and accruing to any State,

4 Territory, or the District of Columbia, or any political sub-

5 division of a State or Territory, or income accruing to the

6 government of any possession of the United States, or any

7 political subdivision thereof.

8 Whenever any State, Territory, or the District of

9 Columbia, or any political subdivision of a State or Terni-

10 tory, prior to September 8, 1916, entered in good faith

11 into a contract with any person, the object and purpose of

12 which is to acquire, construct, operate, or maintain a public

13 utility-

14 (1) If, by the terms of such contract the tai

15 imposed by this title is to be paid out of the proceeds

10 from the operation of such public utility, prior to any

17 division of 'such proceeds between, the person and ,

18 the State, Territory, political subdivision, or the

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

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

21 the taxable year would accrue directly to, or for the

22 use of such State, Territory, political subdivision, or

23 the District of Columbia, then a tax upon the net income

24 from the operation of such public, utility shall be

25 levied, assessed, collected, and paid in the manner



1 and at the rates prescribed in this title, t .there

2 'shall be refunded to such State, Territy, .politioal

3 subdivision, or the District of Oolumbia (under ruls

4 and regulations to be prescribed. by the Commissionpr

5 with the approval of the Secretary). an amount whigh

.6 bears the same relation to the amount of the tax as the

7 amount which (but for the imposition of the tpx

8 imposed, by this title) would. have accrued directly to

9 or for the use of such State, Territory, political sub-

10 division, or the District of Columbia, bears to the

11 amount of, the net income fromthe operation of stch

12 public utility for such taxable. year,

18; (2) If by the terms of such contract no part of

14, the proceeds. from the operation of the public utility

15 'for the taxable year would, irrespective -of the tax

16 imposed by tifs -fite accruo directly toor, for the use

17 .. of such State, Territory, political, subdivision, or the

1-8 District of Columbia, then the -tax upon the: iet income

19, of such person from the operation of such public utility

20 shall -be levied, assessed, collected, and paid in the

21 manner and at the rates prescribed in this title.

22 (e) BJD 8 To BE AoQun , BY STATE Ol POLII-

23 oAL sumIvimoN.-Whenever any, State or political s.1

24 division thereof,, in pursuance of contract t, which it is not



114

1 a party entered into before the enactment of the Revenue

2 Act of 1928, is to acquire a bridge--

8 (1) If by the terms of such contract the tax im-

4 posed by this title is to be paid out of the proceeds from

5 the operation of such bridge prior to any division of

6 such proceeds, and if, but for the imposition of the

7 tax imposed by this title, a part Qf such proceeds for the

8 taxable year would accrue directly to or for the use of

9 or would be applied for the benefit of such State or

10 political subdivision, then a tax upon the net income

11 from the operation of such bridge shall be levied,

12 assessed, collected, and paid in the manner and at the

18 rates prescribed in this title, but there shall be refunded

14 to such State or political subdivision (under rules and

15 regulations to be prescribed by the Commissioner with

16 the approval of the Secretary) an amount which bears

17 the same relation to the amount of the tax as the amount

18 which (but for the imposition of the tax imposed by

19 this title) would have accrued directly to or for the use

20 of or would be applied for the benefit of such State or

21 political subdivision, bears to the amount of the net

22 income from the operation of such bridge for such tax-

28 able year. No such refund shall be made unless the

24 entire amount of the refund is to be applied in part

25 payment for the acquisition of such bridge.
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1 (2) If by the terms of such contract no part of

2 the proceeds from the operation of the bridge for the

3 taxable year would, irrespective of the tax imposed by

4 this title, accrue directly to or for the use of or be

5 applied for the benefit of such State or political sub-

6 division, then the tax upon the net income from the

7 operation of such bridge shall be levied, assessed, co1-

8 lected, and paid in the manner and at the rates pre-

9 scribed in this title.

10 (f) DIVIDEND FROM "CHINA TRADE ACT " WOR-

11 POrTION.-In the case of a person, amounts distributed as

12 dividends to or for his benefit by a corporation organized

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

14 distribution, he is a resident of China, and the equitable right

15 to the income of the shares of stock of the corporation is in

16 good faith vested in him.

17 (g SHIPWNEB' PTomTION AMND INI)BM~nI

18 AsouIoNs.-The receipts of shipowners' mutual proteo-

19 tion and indemnity associations not organized for profit, and

20 no part of the net- eamings of which inures to the benefit of

21 any private shareholder; but such corporations shal1 be sub-

22 ject as other persons to the tax upon their net income from

23 interest, dividends, and rents.
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SEC. 117. CAPITAL GAINS AND LOSSES.

(a) GE ERAL RUL&.--.In the case of a taxpayer,

other than a corporation, only the flowing pecntages of

the gain or loss recognized upon the ale. or exchange of a

capital asset shall be taken, into account in computing net

100 per cenuum if the capital asset has been held

for not more than I year;

80 per centum if the capttal assets ha been held

for more thaw 1 year but not for more than 2 years;

60 per centum if the oapil asset has been held

for more than 2 year. but sot for more y 5 years;

40 per cesium if d capital ane has bm. kd for

moretan 5 years ibut not for more Man 10' years;

30 pe enunm if the capital asset has bom held

for more than 10 years. -

(b) DEFlmr lON Of CAPiTAL Ass8.-For the pur-

poses of' this 4itle, "capital assets" meats propertJ1held by

dhe tpaye (wheter or not connected with his trade or

business), but does not include stock in trade of the taxpayer

or other property of a kind wMhi would properly# be induded

in & inentory of the taxpayer i/ on hand at the close of

the taxable year, or property hold by the taayer primarily

for sale to customes in the ordinary course of his trade or

business.
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1 (o) DETERMINATION OF PSoD FOR WHWnI HELD.-

2 For the purpose of subsection (a)-

3 (1) In determining the period for which the tax-

4 payer has held property received on an exchange there

5 sl" be included the period for which he hed the prop-

6 erty exchnged, if under the provision of stio 118,

7 the prperiy received has, for the p.pos of determining

81 gai oss from a Bale or exchange, the same basis in

19 whole or in part in his hands as the property exchanged.

10 (2) In determii the period for wlh i the ta

11 payer has held property howete acquired there sud

12 be induded the period for which suoh property was held
13 by any other person, if under the p ion, of section

14 113, such property has, for the purpose of determining

15 gain or lof rom a sale or exchange, the same basis in

16 whole or in par in his kawk as it uould kave-in te

17 hands of such otler person.

18 (8) In den ning the period for whicl# the tare

19 payer has held stock or seurities received upwa di "

20 tribulion where no gain was reaop ed to distrbu

21 under the provisin of section 112(g) of the Revenue

22 Act of 1928 or the Revenue Act of 193,8 there shall be

28 induded the period for which he held the stock or seouri-

24 ties in the distributing corporation prior to the recipt of

25 the stock or securities upon such distribution.
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1 (4) In determining the period for which tho tax-

2 payer has held stock or securities the acquisition of

3. which (or the contract or option to acquire which) re-

4 suited in the nondeductibility (under section 118 of this

5 Act or section 118 of the Revenue Act of 1928 or the

6 Revenue Act of 1932, relating to wash sales) of the los

7 from the sale or other disposition of substantially iden-

8 tical stock or securities, there shall be included the period

9 for which he held the stock or securities the loss from

10 the sale or other disposition of which was not deductible.

11 (d) LIMITATIoN oN (CAPITAL Lossas.--Losses from

12 sales or exchanges of capital assets shall be allowed only to

1 3 the extent of $2,000 plus the gains from such sales or

14 'exchanges. If a bank or trust company incorporated under

15 the laws of the United States or of any State or Territory,

16 a substantial part of whose business is the receipt of

17 deposits, sells any b nd, debenture, note, or certificate or

18 other evidence of indebtedness issued by any corporation

19 (including one issued by a government or political sub.

20 division thereof), with interest coupons or in registered

21 form, any loss resulting from such sale (except such portion

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

23' adjusted basis of such instrument exceeds the par or face

24 value thereof) shall not be subject to the foregoing limitation.
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1 and shall not be included in determining the applicability of

2 *uch limitation to other losses.

3 (e) GAINS AND LOSSES FROm SHORT SALES, ETC.-

4 For the purpose of this title-

5 (1) gains or losses from short sales of property

6 shall be considered as gains or losses from sales or

7 exchanges of capital assets; and

8 (2) gains or losses attributable to the failure to

9 exercise privileges or options to buy or sell property

10 shall be considered as gains or losses from sales or

11 exchanges of capital assets held for one year or less.

12 (f) R EmTEMENT OF BONDS, ET.-For the purpose

13 of this title, amounts received by the holder upon the retire-

14 ,ment of bonds, debentures, notes, or certificat.m or other

15 evidences of indebtedness issued by any corporation (indud.

16 ing those issued by a government or political subdivision

17 thereof), with interest coupons or in -registered form, shall be

18 considered as amounts received in exchange therefor.

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

20 RITES.

21 (a) In the case of any loss claimed to have been sus-

22 tained from any sale or other disposition of shares of stook

23 or securities where it appears that, within a period beginning

24 30 days before the date of such sale or disposition and ending



1 0 B0days after such date, the taxpayer has acquired (by pur-

2 chase or by an exchange upon which the entire amount of

8 gain or loss was recognized by law), or has entered into a

4 contract or option so to acquire, *substantialy identical

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

'6 allowed under section 23 (e) (2) ; nor shall such deduction

7 be allowed under section 23 (f) unless the claim is made by a

-8 corporation, a dealer -in stocks or securities, and with respect

9 to a transaction' made in the ordinay course of its business.

10 (b.), If the amount of stock, or securities acquired (or

11 covered, by the contract or option to acquire) is less than the

12, .MUunt of stock lor securities, sold or otherwise disposed of,

13., then the particular shares of stock or securities the loss from

14 the sale or'. other, disposition of which is not deductible ihill

1'o"-be detfmi ed ,under rules and regulations prescribed by the

16 Commissioner with the approval of the Secretary,

1 ' (o) If the amount of stock or securities acquired (or

18 covered by the contract or option to acquire) is not less

. than theamount- of stock or securities -sold or otherwise di.

20 posed of, then the particular shares of stock or securities tie

21 acquisition of which (or the contract or option to acquire

92 which) resulted in the nondeductibility of the loss shall be

28 detei in under.rules and regulations prescribed 'by the

24) O lmmissioner With the approval of the Secretary.
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1 "EC. 119 INCOME FROM SOURCES WITHIN UNITED STATES.

2 G ss Ioox FsoM SouROS S iN UKrmn

3 STATe.-The following items of gross income shall be

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

5 (1) INT ERT.-Interest from the Uniue States,

6 any Territory, any polial adivision of a Territory,

7' . or the District of Columbia, and interim t on bonds, notes,

8 or other interest-bearing obligations of residents, corpo-

9 rate or otherwise, not including-

10 (A) interest on deposits with persons earry-

l11, ing on the, banking business paid to persons not

12 engaged in business within the United States and

18 not having an office or place of business therein, Or

14 (B) interest received from a resident alien

15 individual, a resident foreign corporation, or a

16 domestic corporation, when it is shown to the satis-

17 faction of the Commissioner that less than 20 per

18 centum of the gross income of such resident payor

19 or domestic corporation has been derived from

20 sources within the United States, as determined

21 under the provisions of this section, for the three-

22 year period ending with the close of the taxable

28 year of such payor preceding the payment of such

24 interest, or for such part of such period as may be

25 applicable, or
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1 (0) income derived by a foreign ventral

2 bank of issue from bankers' acceptances;

3 (2) DivMENs.--The amount received as divi-

4 dends---

5 (A) from a domestic corporation other

6 than a corporation entitled to the benefits of

7 section 251, and other than a corporation less than

8 20 per centum of whose gross income is shown to

9 the satisfaction of the Commissioner to have been

10 derived from sources within the United States, as

11 determined under the, provisions of this section,
12 for the three-year period ending with the close

13 of 'the taxable year of such corporation preceding

14 the declaration of such dividends (or for such part

15 of such period as the corporation has been in

16 existence), or

17 (B) from a foreign corporation unless less

18 than 50 per centum of the gross income of such

19 foreign corporation for the three-year period end-

20 ing with the close of its taxable year preceding

21 the declaration of such dividends (or for such part

22 of such period as the corporation has been in

23 existence) was derived from sources within the

24 United States as determined under the provisions

25 of this section; but divdsnd from a foreign cor.
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1 portion 8haU1, for te purposes of section 131

2 (relating to foreign tax credit), be treated as in-

8 cone from sources without the United States;

4 (8) PEB8ONAL svIcVm.--Compensation for

5 labor or personal services performed in the United

6 States;

7 (4) RNTALS AND BOYALTIES.-Rentals or

8 royalties from property located in the United States or

9 from any interest in such property, including rentals

10 or royalties for the use of or for the privilege of using

11 in the United States, patents, copyrights, secret

12 processes and formulas, good will, trade-marks, trade

13 brands, franchises, and other like property; and

14 (5) SALB OF REAL PROPERT.-Gains, profits,

15 and income from the sale of real property located in

16 the United States.

17 (6) SALE OF PERSONAL PROPERTY.-For gains

18 profits, and income from the sale of personal propertyji,

19 see subsection (e).

20 (b) NT INooMB FROM SOURCES IN UNrrE

21 STATm.-From the items of gross income specified in sub-

22 section (a) of this section there shall be deducted the

28 expenses, losses, and other deductions properly apportioned

24 or allocated thereto and a ratable part of any expenses, losses,.

25 or other deductions which can not defix"tely be allocated
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1 to some item or class of gross income. The remainder, if

2 any, shall be included in full as net income from sources

3 within the United States.

4 (o) GMS8 INzOMB F1OM Sow oS WITHoUT

5 UNITED STATES.-The following items of gross income shall

6 be treated as income from sources without the United States:

7 (1) Interest other than that derived from sources

8 within the United States as provided. in subsection

9 (a) (1) of this section;

10 (2) Dividends other than those derived from

11 sources within the United States as prmided in sub-

12 secton (a) (2) of this section;

13 (8) Compensation for labor or personal services

14 performed without the United States;

15 (4) -Rentals or royalties from property located

16 without the United States or frm any interest in such

17 property, including rentals or royalties for the use of

18 or for the privilege of using without the United States,

19 patents, copyrights, secret pressess and formula,r

20 good will, trade-marks, trade brands, franchises, and

21 other like ,properties; and

22 (5) Gains, profits, and income from the sale otf:

28 real property located without the United States.

24 (d). N r I CO, nmoM SoucE. WITHOUZUIMxM

25 TATuS-AFTom the -items of gross iwomd soe ed in sub-



'125

1 section (o) of this section there shall be deducted the ex-

2 penses, losses, and other deductions properly apportioned

8 or allocated thereto, and a ratable part of any expenses,

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

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

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

7 without the United States.

8 (e) IwoM= FROM SouEci a PARTLY WITmN AND

9 PARTLY WITHOUT UNIT , STATE.-Items of gross

10 income, expenses, losses and deductions, other than those

i;i specified ino subaptions (a) aind (c) of this section, shal

12 be ailoese or apportioped to, sources within or without

13 the United States, under rules -nd regulations prescribed

14 by the omn" sioner with the approval of. thl Secretary.

15, Where, items of gross incomQ are seprtely allocated to

10 sources within, theUnited. States, there shall be deducted

17 (for the purpose of computing the iuxt income therefroma)

18 the expenses, losses; ani other deductions properly sppor-

19* tioned or allocated thereto and., ratable p A of other

20 expenses, losses or other deductions which can not definitely

21 be allocated to some item or class of gross income. 11o

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

,23. fromn soMucs with ,the United State& In the, cse of

t24, .ross income derived -froni sources partly within an4 partly
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i without the United States, the net income may first be

2 computed by deducting the expenses, losses, or other deduo-

3 tions apportioned or allocated thereto and a ratable part of

4 any expenses, losses, or other deductions which can not

5 definitely be allocated to some items or class of gross

6 income; and the portion of such net income attributable

7 to sources within the United States may be determined by

8 processes or formulas of general apportionment prescribed

9 by the Commissioner with the approval of the Secretary.

10 Gains, profits, and income from-

11 (1) transportation or other services rendered

12 partly within and partly without the United States, or

13 (2) from the sale of personal property produced

14 (in whole or in part) by the taxpayer within and sold

15 without the United States, or produced (in whole or in

16 part) by the taxpayer without and sold within the

17 United States,

18 shall be treated as derived partly from sources within and

19 partly from sources without the United States. Gains, profits

20 and income derived from the purchase of personal property

21 within and its sale without the United States or from the

22 purchase of personal property without and its sale within the

23 United States, shall be treated as derived entirely from

24 sources within the country in which sold, except that gains,
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I profits, and income derived from the purchase of personal

2 property within the United States and its sale within a

3 possession of the United States or from the purchase of per-

4 sonal property within a possession of the United States and

5 its sale within the United States shall be treated as derived

6 partly from sources within and partly from sources without

7 the United States.

8 (f) DmNITIOS.-As used in this section the words

9 "sale" or "sold" include "exchange" or "exchanged "'

10 and the word "produced" includes "created ", "fabri-

11 cated ", "manufactured ", "extracted ", "processed ",

12 "cured ", or "aged ".

13 SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE

14 AND OTHER CONTRIBUTIONS.

15 In the case of an individual if in the taxable year and

16 in each of the ten preceding taxable years the amount of the

17 contributions or gifts described in section 2 --4n)- 23(o) plus

18 the amount of income, war-profits, or excess-profits taxes

19 paid during such year in respect of preceding taxable years,

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

21 such year, as computed without the benefit of section

22 23(o), then the 15 per centum limit imposed by such section

23 shall not be applicable.



! I Supplement C-Credits Agait Tx

2° [Supplementary to Subtitle B, Part HI]

a, SEC. 13. TAXES OF FOREIGN COUNTRIES AND POSSES

4 SONS OF UNITED STATES.

5 (a) ALLOWANCE OF CM IT.-If the taxpayer signi-

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

7 the tax imposed by this title shall be credited with:

8 (1) CrvIzEK AND DOMMTIC oOWOMTION.-In

.9 the case of a citizen of the United States and of a domes-

10 tic corporation, the amount of any income, war-profits,

11 and excess-profits taxes paid or accrued during the tax-

12 able year to any foreign country or to any possession

13 of the United States; and

14 (2) R IDNT oF UNmI) STAT.-In the case

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

1. such taxes paid, or accrued during the taxable year to

17 any possession of. the United States; and

18 (3). AIEuN RESIDENT OF UNITEDSTATE.-h

19 the case of an alien resident of the United States, the

20 amount of any such taxes paid or accrued during the

21 taxable year to any foreign country, if the foreign

22 country of which such. alien resident is a citizen or sub-

28 ject, in imposing such taxes, allows a similar credit

24 to citizens of the United States residing in such country;

25 and
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£ (4) PAWnNUSHIPS AND EsTATBS,-Il the case

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

8 ship or a beneficiary of an estate or trust, his propor-

4 tionate share of such taxes of the partnership or the

5 estate or trust paid or accrued during the taxable year

6 to a foreign country or to any possession of the United

7 States, as tho case may be.

8 (b) LIMiT oN CmDIT.-The amount of the credit

9 taken under this section shall be subject to each of the

10 following limitations:

I1 (1) The amount of the credit in respect of the

12 tax paid or acorued to any country shall not exceed the

18 same proportion of the tax against which such credit

14 is taken, which the taxpayer's net income from sources

15 within such country bears to his entire net income for

16 the same taxable year; and

17 (2) The total amount of the credit shall not

18 exceed the same proportion of the tax against which

19 such credit is taken, which the taxpayer's net income'

20 from sources without the United States bears to his

21 entire net income for the same taxable year.

22 (c) ADJUSTMENTS ON PAYMENT OF AccuBum

23 TAxI.--If accrued taxes when paid'differ from the

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

25 paid is refunded in whole or in part, the taxpayer shall

J. 53052 -9
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I notify the Commissioner, who shall redetermine the amount

2 of the tax for the year or years affected, and the amount -of

8 tax due upon such redetermination, if any, shall be paid by

4 the taxpayer upon notice and demand by the collector, or

5 the amount of tax overpaid, if any, shall be credited or

6 refunded to the taxpayer in accordance with the provisions

7 of section 322. In the case of such a tax accrued but not

8 paid, the Commissioner as a condition precedent to the

9 allowance of this credit may require the taxpayer to give a

10 bond with sureties satisfactory to and to be approved by the

11 Commissioner in such sum as the Commissioner may require,

12 conditioned upon the payment by the taxpayer of any

18 amount of tax found due upon any such redetermination; and

14 the bond herein prescribed shall contain such further condi-

15 tions as the Commissioner may require.

16 (d) YER IN WINCH CREDIT TAKN.-The credits

17 provided for in this section may, at the option of the tax,

18 payer and irrespective of the method of accounting employed

19 in keeping his books, be taken in the year in which the

20 taxes of the foreign country or the possession of the United

21 States accrued, subject, however, to the conditions prescribed

22 in subsection (c) of this section. If the taxpayer elects to.

23 take such credits in the year in which the taxes of the foreign

24 country or the possession of the United States accrued, tho:

25 credits for all subsequent years shall be ta4en, upon the:



1 same basis, and no portion of any such taxes shall be allowed

2 as a deduction in the same or any succeeding year.

3 (e) PooF O' OEDiTrrs.-The credits provided in this

4 section shall be allowed only if the taxpayer establishes

5 to the satisfaction of the Commissioner (1) the total amount

6 of income derived from sources without the United States,

7 determined as provided in section 119, (2) the amount

8 of income derived from each countrY,, the tax paid or accrued

9 to which is claimed as a credit under this section, such

10 amount to be determined under rules and regulations

11 prescribed by the Commissioner with the approval, of the

12 Secretary, and (3) all other information necessary for the

13 verification and computation of such credits.

14 (f) TAXES op FoiwGN SUB8IDIARY.-For the pur-

15 poses of this section a domestic corporation which owns a

16 majority of the voting stock of a foreign corporation from

17 which it receives dividends f dedjietibie wtdes seetieB

18 '&(- ") in any taxable year shall be deemed to have paid

19 the same proportion of any income, war-profits, or excess-

20 profits taxes paid by such foreign corporation to any foreign-

21 country or to any possession of the United States, upon or

22 with respect to the accumulated profits of such foreign corpo-

23 ration from which such dividends were paid, which the'

24 amount of such dividends bears to the amount of such accu-'

25. mulated profits: Protid, That the amount of tax deemed to:



! have been paid under this subsction in no shal eceod

the same proportion of the tax against which credit is takqn

8 which the amount of such dividends bears to the amount of

4 the entire net income of the domestic corporation in which

5 such dividends are included. The term "accumulated

6 profits" when used in this subsection in reference to a

7 foreign corporation, means the amount of its gains, profits,

8 or income in excesseof the income, war-profits, and excess-

9 profits taxes imposed upon or with respect to such profits or

10 income; and the Commissioner with the approval of the See-

11 rotary shall have full power to determine from the accumu.

A 12 lated profits of what year or years such dividends were paid;

13 treating dividends paid in the first sixty days of any year as

14 having been paid from the accumulated profits of the pred

15 ceding year or years (unless to his satisfaction shown other-

16 wise), and in other respects treating dividends as having

17 been paid from the most recently accumulated gains, profits,

18 or earnings,. In the case of a foreign corporation, the income,

19 war-profits, and exess-profits taxes of which are determined

20 on the basis of an accounting period of less than one year, the

21 word "year" as used in this subsection shall be coastrued

22 to mean such accounting period.

23 (g) CORPORATIONS TREATED AS FOBEION.-For the

24 purposes of this section the following corporations shall be

25 treated as foreign corporations:'
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(1) A corporation. entitled to the benefits of se-

tion 251, by reason of receiving a large percentage of

its gross income from sources within a possession f

the United States;

(2) A corporation organized under the Chifa

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

i section 261.
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16 SEC. M 141. FIDUCIARY RETURNS.

16 (a) Rr-QuiugmrNT OF RxcTUBN.-. Evory fiduciary!,

17 (except a receiver appointed by authority, of law in posse.

18 sion of part only of the property of an individual) shagl

19 make under oath a return for any of the, following individual

20 estates, or trusts for which he acts, stating specifically tho:

21 items of gross income thereof anl the deductions and credilpo

22 allowed under this title-- '

28 (1) Every individual baying a net income for the:

24 taxable year of $1,000 or over, if single, or if marriei.l-

25 and not living with husband or wife;



1 (2): Every individual having a net income for the

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

8 with husband or wife,;

4 (3) Every individual having a gross income fNr

5 the taxable year of $5,000 or over, regardless of the

6 amount of his net income;
/

7 (4) Every 'estate or trust the net income of which

8 for the taxable year is $1,000 or over;

9 (5) Every estate or trust the gross income ot

10 which for the taxable year is $5,000 or over, regardless'

11 of the amount of the net income; and

12 (6) Every estate or trust of which any beneficiary'

18 is a nonresident alien.

14 (b) JOrNT FwucuAms..-Under such regulations as,

15 the Commissioner with the approval of the Secretary may

16 prescribe a return made by one of two or more joint fidu-

17 ciaries and filed in the office of the collector of the district

'18 where such fiduciary resides shall be sufficient compliance

19 with the above requirement. Such fiduciary shall make oath

20 (1) that he has sufficient knowledge of the affairs of the

21 individual, estate, or trust for which the return is made, to

22 enable him to make the return, and (2) that the return is,

28 to the best of his knowledge and belief,, true and correct.

24 (c) LAw APPLICABLE TO FmucIAE.-Any fidu-

25 ciary required to make a return under this title shall bol'.

26 subject to all the provisions of law which apply to individuals.

'fl., ,
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1 SEC. 44 142. WITHHOLDING OF TAX AT SOURCE.
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! f (a) NONBWSWMNT ALIRNS.-All persons, in whit-

2 ever capacity acting, including lessees or mortgagors of real or

3 personal property, fiduciaries, employers, and all officers aikd

4 employees of the United States, having the control, receipt,

5 custody, disposal, or payment of interest (except interest on

; deposits with persons carrying on the banking business paid

7 to persons not engaged in business in the United States and

8 not having an office or place of business therein), rent,

9 salaries, :wages,* premiums, annuities, compensations, remu-

10 nerations, emoluments, or other fixed or determinable annual

11 or periodical gains, profits, and income, of any nonresidejit

12 alien individual, or of any partnership not engaged in trade

13 or business within the United States and not having any

14 office or place of business therein and composed in whole or

15 in part of nonresident aliens, (other than income received

16 as dividends of the class allowed as a credit by section

17 25 (a)) shall (except in the eaes pr-c.'44ed if s eeeoi

18 * of this seeit w4 wept as otherwise provided in regu-

19 lations prescribed by the Commi sioner-under section 246

20 214) deduct and withhold from such annual or periodical

21 gains, profits, and income a tax equal to 8 per ee4tum4 per

22 censmu thereof: Provided, That the Commissioner may

23 authorize such tax to be deducted and withheld from tlw.

24 interest upo4 any secitritie4 the owners of which are not

25 known to the withholding agent.
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1 .e)- (b) RETURN AND PAYMRNT.-Every person re-

2 quired to deduct and withhold any tax under this section shall

8 make return thereof on or before March 15 of each year and

4 shall on or before June 15, in lieu of the time prescribed in

5 section 56, pay the tax to the official of the United States

6 Government authorized to receive it. Every such person is

7 hereby made liable for such tax and is hereby indemnified

.8 against the claims and demands of any person for the amount

9 of any payments made in accordance with the provisions

10 of this section.

11 .44 (c) INCOME OF REscPIENT.-Icome upon which

12 any tax is required to be withheld at the source under

13 this section shall be included in the return of the recipient of

14 such income, but any amount of tax so withheld shall be

15 credited against the amount of income tax as computed in

16 such return.

17 -e)- (d) TAX PAiD BY REcwIPIENT.-If any tax required

18 under this section to be deducted and withheld is paid by

19 the recipient of the income, it shall not be re-collected from

20 the withholding agent; nor in cases in which the tax is so

21 paid shall any penalty be imposed upon or collected from

22 the recipient of the income or the withholding agent for

28 failure to return or pay the same, unless such failure was

24 fraudulent and for the purpose of evading payment.
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1 -* (e) REFUNDS AND CREDITS.-Where there has

2 been an overpayment of tax under this section any refund or

3 credit made under the provisions of section 322 shall be made

4 to the withholding agent unless the amount of such tax was

5 actually withheld by the withholding agent.

7 Min4 I$ the dedtietiei ftd witheldifg fei fay ~ie

8 ote te "of & eaat of " e ha4 the

9 rates o e4 eei.".t'.m d d 6 "Pe emu'"e if e o the

10 imes of 4ff per' eetmu mi4 8 per' eeiitemt pt'eset'ihed is

9" oaehseetiowz.

12 SEC. 44 143. PAYMENT OF CORPORATION INCOME TAX AT

13 SOURCE.

14 In the case of foreign corporations subject to taxation

15 under this title not engaged in trade or business within the

16 United States and not having any office or place of business

17 therein, there shall be deducted and withheld at the source

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

19 provided in section 44 142 a tax equal to 4-2 pet eeittot

20 tereef in epeet of a baeeemadeefer the

21 enaetm of t mad to 44 i etmtme in

22 e 4;e A M of keeme mae d4e the eetmeM

23 of tiWeAtte 13* per centum, and such tax shall be returned

24 and paid in the same manner and subject to the same condi-,

25 tions as provided in that section . :.d, Rh in the emae
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4 SZC. W4 144. PENALTIESM

5 (a) Any person required under this title to pay any

6 tax, ,r required by law or regulations made under authority

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

8 information, for the purposes of the computation, assessment,

9 or collection of any tax imposed by this title, who willfully

10 fails to pay such tax, make such return, keep such records,

11 or supply such information, at the time or times required by

12 law or regulations, shall, in addition- to other penalties pro-

13 vided by law, be guilty of a misdemeanor and, upon convic-

14 tion thereof, be fined not more than $10,000, or imprisoned

15 for not more than one year, or both, together with the costs

16 of prosecution.

17 (b) Any person required under this title to collect,

18 account for, and pay over any tax imposed by this title, who

19 willfully fails to collect or truthfully account for and pay over

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

21 ner to evade or defeat any tax imposed by this title or the

22 payment thereof, shall, in addition to other penalties. pro-

28 vided by law, 'be guilty of a felony ad, upon oonvictiew

24 thereof, -be fined not more, than $10,000, or imprisoned for'
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Z not more than five years, or both, together with the costsaof
2 prosecution /

3, (c). The term,' person " as uped0in this section includes

4 an officer or, employee: of a corporation or a member or

5 -employee ofa partnership, ,who as suoh officer, employee,- or

6 , mpmber is under a duty., to perform, the .,act in, respect of

7 which the violation occurss.,

;,; -8EC. ,4 145.'.CLOSING BY COMMISSIONER OF TAXABLE

9. YI A%'

I0 (a) TAX I-N J1 o u.-Ii the Commissioner finds

11 that a taxpayer designs quickly to depart- from the United

I 2_ States or* to remove his property therefrom, or -to conceal

13 himself or his property therein o .to do any other act tend-

14 ing to: prejudice or to render wholly or partly ineffectual

15 proceedings to collect the tax for the: taxable year then last

16 past or the axable year then current unless. such prooeedins

17 be brought without delay, the Commissioner shall declare

18 the taxable period for such taxpayer immediately terminated

19 and shall cause notice of such finding and declaration to be

20 given the taxpayer, together with a demand for immediate

21 payment of the tax for the taxable period so declared termi6.

22 nated and of the tax for -the preceding taxal4e year or _w

23 much ot such, tox. as is unpaid, whether, or aot the tiwr

24 otherwise; allowed by law fqr ,ling return,and paying the
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tax has expired; and such taxes shall thereupon 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 P herein provided, whether made After

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

presumptive evidence of the taxpayer's design.

(b) SJOUBITY 'FO 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 States, under regulations to be pre-

scibed by the Commissioner, with the approval of the

Sectary, 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 hin under any Act of

Congress.

(c) SAM --ExEMPTION FROM SoTIoN.--II 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 i given as the Corn-
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1 missioner shall from time'to time find necessary''gnd require,

2 payment of- such tazes shall not be enforced by any pro-

8 feeding tinder the provisions of this section prior to the

4 expiration of the time otherwise allowed for paying such

5 respective taxes.

6 -(d) (iXiENs.-In the case of a citizen-of the United

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

8 from the United States the Commissioner may, at his discro-

9 tion, waive any or all of the requirements placed on the

10 taxpayer by this section. .

11 (e) DEPARTURE OP A E .- No alien Shall depart

12 from the United States unless he first procures from the coli

13 lector or agerlt in charge a certificate that he has complied

14 with all the obligations imposed upon him by the income,

15 war-profits, and excess-profits tax laws.

16 (f) A nDImO , TO TAx.-Af a taxpayer violates or

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

18 other, penalties, be added as part of the'tax 25 per centum

19 of the total amount of the tax or deficiency in the taxi

20 together with interest-at the rate of 1 per centum a monti

21 from the time the tax became due.

22 SEC. 4 146 INFORMATION AT SOURCE.

23 (a) PAYMENTS OF $1,000 OR om.-AI persons, in

24 whatever, capacity acting, including lessees or mortgagors of

25 real or personal property, fiduciaries, and employers, making
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1 payment to another person, of interest, ren;, salaries,: wages,

2 premiums, annuities, compensations, remunerations, eanolu-
meats, or other fixed or d.terminabe gis, pits, and

4 income (othqr than payments described in section I+48-(s$- e

5 40 147(a) or 148), of $1,000 or more in pny taWbf year,

6. or, in the case of such payments .na ne by the United

7 States,. the officers or employeoq.of the United States having

8, information as to such, payments and required to make

9 returns: in regard thereto by the regulations hereinafter

10 provided for, shall render a true and accurate return to the

11 Commissioner, under such regulations and in, such form

12 and manner and to such extent as; may be prescribed by.

13 him with the approval of the Secretary, setting forth the

14 amount of such gaias, profits, and income, and the. name

15 and address of the recipient of such payment.

16 .(b) RTURNS ROAiwLC3 , Or. AMOUNT oF PAY9.

17 MENT.--Such returns may be required, regardless of

18 amounts, (1) in the case of payments of interest upon bonds,

19,1 mortgages, deeds of trust, or other similar obligations of cor.

20; porations, and (2) in the case of collections of items (not

21 payable in the United States) of interest upon the boIds of

22 foreign countries and, interest upon. the bonds, of and divi-

23 dends from foreign corporations by persons uneakmig aq a

24 -matter of business or for profit the collectioni of forei pay-

', •
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1 ments of such interest or dividends by means of coupons,

2 checks, or bills of exchange.

3 (b) REOXPIENT TO FURNISH NAME AND, ADDES8.--

4 When necessary to make, effective -the provisions, of this

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

6 shal,- be furnished upon demand of the'. person paying the

7 income.
.8 (d)- OBLIGATIONS OF UNITED STATB.-The pro-

9, visions ofthis section shall not apply to the payment of

10 interest on obligations of the United States.

11 SEC. 4 147. INFORMATION BY CORPORATIONS.

12 (a) 'DIVIrDND PAY'METS.-Every corporation sub-

13 ject to the tax imposed by this title shall, when required

14 by the Commissioner; render a correct return, duly verified

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

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

17 by him, and the amount of dividends paid to him.

18 41) B~LSOF TBI ~

19 D ".-- T--,n shall be i.eated if* the ret op

20 AMpNded teofet e e f h fe e as wial enA

21to2 d..ine the Of theeea.....

22 ofpeofthe eOrs, 4~ wi in" AHa Mg &HI "OId
23 ineeme ne dneiW, ' the t yewu f4,

24 w h the retMi io h i. been f or
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2 diwiaeeyeaiv

3 (b~PROFITS- DECLARED .4s DVDEivD&-E ven

4 oorporaton shall, whe4 required by the- Commission',r,

5 ftrnish him- a statepnent of such facs a will enable him tc

6 de ;ids, th1 portion of the earnings, or profits of, W cor-

7 portion (including gains, profits, and income not aaed)

8 accmulge4 during such periods as the Commissioner may

9 specify, which have, been distributed or ordered to be di.-

10 tribute, respectively,, to its shareholders during such taxable

11 years as the Commis ner may speciy,

12. (c) ACOUMULAThD GAINS AND PROPITS.-Whcn

43 requested by the Commissioner, or any collector, every cor.

14 poration shall forward to him a correct statement of accu-?

15 mulated gains and profits and the names and addresses of the

16 individuals, or shareholders who would be entitled to the

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

18,e payable tq.eah. .

19 (d) COMPEN,.4TION OF .OFFICERS. AND , EM-

20 pioY4 1EEs,-Uider regulations prescribed by the (ommis-

21 oJioner with the, approval of the Secretary, every cmporation

22, subject to taxation. z4iider this title shall, in its return, submit

03 list of the nani s of/ all. offi cem' and. employee, of, such

24 ,orpra'ion.and the, respective amounts paid to them during

25 the taxable year of the corporation by the corporation as
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1 salary, commission, bonus, or other- compensation for per-

2 sonal services rendered, if the aggregate amount so paid to

3 the individual is in excess of $15,000. The Secretary

4*' of the "'reasury, shall, submit an annual report to (ongrem

5 compiled from the returns made'containing the names of,

6 and amounts paid to,' each such offl" and employee and

7 the name of the paying, corporationn,

8 SEC. 140 148. RETURNS OF BROKERS.

9 Every person doing business as a broker shall, when

10 -required by the Commissioner, render a correct return duly

11 verified under oath, tder such ruWes and. regulations as the'

12 commissioner, with the approval of the Secretary) may

13 prescribe, showing the names of customers for whom such

14 person has transacted any business, with such details as to

15 the profits, losses, or other information which the Commis-

16 sioner may require, as to each of such customers, as Will

17' enable the Commissioner to determine whether all income

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

19 SEC. 160 149. COLLECTION OF FOREIGN ITEMS.

20 All persons undertaking as a matter of business or for

21 profit the collection of foreign payments of interest or div'-

22 dends by means of coupons, checks, or bills of exchange

23 shall obtain a license from the Commissioner and shall be

24 subject to such regulations enabling the Government *to

25 obtain th information required under this title as the Corn-



152
i missionr. with.the approval of the Secretary, shaH prescribe;

2 and whoever knowingly undertakes to collect such payments
I13 without having obtained a license therefor, or without, com-
4. plying, with such regulations, shall be guilty of a misde-

5 meaner and shall. be , ined Aot more, than *.$o,000 'r
6.. imprisoned for not more than one year, or both.
7 Supplement -Estates and Trusts

8 SEC. 161. MPOSITI0oJ OF'TA,
9 (a) APPLIcATION. oil TAx,--The taxes imposed by

10 thi~title upon individuals shall apply to the income of estates
11, or ofany...kind of property.hed .in trust, including.-

12 (1), Income accumulated in trust for te benefit
13. of unborn or, unascertained *persons or persons, with
14 contingent interests,, and income accumulated or hold
15 for future Aistribution under the terms of the. will or

16 trust;,,

17 (2) Icome which is, to be distributed currently

18 -by the fiduciary to the beneficiaries, and income col-
19 leoted by a guardian of an infant which is to be held

20 or distributed as the court may direct;

21 (3) Income received by estates Qf deceased per-
22 sons during the period of administration or settlement

23 .fthcestate;and

24 (4),,Income which, in the discretion of the. fidu-
25.. ciary, .nay, be ihrd4isribute4 to the benef~oi'es or

26 acumulated.
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1 (b) AMPUTATION AND PAYMBNT.--The tax shall be

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

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

4 166 (relating to revocable trusts) and section 167 (relat-

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

6 by beneficiary, see section 4-4 141.

7 SEC. 162. NET INCOME.

8 The net income of the estate or trust shall be omputed

9 in the same manner and on the same basis as in the case of

10 an individual, except that-

11 (a) There shall be allowed as a deduction (in lieu of

12 the deduction for charitable, etc., contributions authorized

13 by section 23-fi-)-(o)) any part of the gross income, without

14 limitation, which pursuant to the terms of the will or deed

15 creating the trust, is during the taxable year paid or per-

16 manently set aside for the purposes and in the manner speoir

17 fled in section 23-f-*(o), or is to be used exclusively for

18 religious, charitable, scientific, literary, or educational pur-

19 poses, or for the prevention of cruelty to children or animals,

20 or for the establishment, acquisition, maintenance or opera-

21 tion of a public cemetery not operated for profit;

22 (b) There shall be allowed as an additional deduo-

23 tion in computing the net income of the estate or trust the

24 amount of the income of the estate or trust for its taxable

25 year. which is to be distributed currently by .the fiduciary
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I to the beneficiaries, and the amount of the income collected

2 by a guardian of an infant which is to be held or distributed

3 as the court may direct, but the amount so allowed as a

4 deduction shall be included in computing the net income of

5 the beneficiaries whether distributed to them or not. Any

6 amount allowed as a deduction under this paragraph shall not

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

.8. in the same or any succeeding taxable year;

9 (c) In the case of income received by estates 'of

10 deceased persons during the period of administration or

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

12 in 'the discretion of the fiduciary, may be either distributed

13 to the beneficiary or accumulated, there shall be allowed

i4 as an additional deduction in computing the net income

15 of the estate or trust the amount of the income of the estate

16 or trust for its taxable year, which is properly paid or

17 credited during such year to any legatee, heir, or beneficiary,

18 but the amount so allowed as a deduction shall be included

19 in computing the net income of the legatee, heir, or bene-

20 ficiary.

21 SEC. 1G. CREDITS AGAINST NET INCOME.

22 (a) CREDITS OF ESTATE OR TBuST.--For the purpose

2' of the normal tax and the surtax the estate or trust shall be

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

25' person under section 2 25(b) (1), and, if no part of the
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1 income of the estate or trust is included in computing the net

2 income of any legatee, heir, or beneficiary, then in addition

3 the same credits against net income for dividends and interest

4 as are allowed by section 25 (a) md 0 *.

5 (b) CREDITS OF BENEFIcIARY.-If any part of the

6 income of an estate or trust is included in computing the

7 net income of any legatee, heir, or beneficiary, such legatee,

8 heir, or beneficiary shall, for the purpose of the normal tax,

9 be allowed as credits against net income, in addition to

10 the credits allowed to him under section 25, his propor-

11 tionate share of such amounts of dividends and interest

12 specified in section 25 (a) ait.d * as are, under this Sup-

13 plement, required to be included in computing his net

14 income. Any remaining portion of such amounts specified

15 in section 25 (a) emd - shall, for the purpose of the

16 normal tax, be allowed as credits to the estate or trust.

17 SEC. 164. DIFFERENT TAXABLE YEARS.

18 If the taxable year of a beneficiary is different from

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

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

21 income, shall be bWed upon the income of the estate or

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

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

24 within his taxable year.
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1 SEC. 166 EMPLOYEES' TRUSTS.

2 A trust created by an employer as a part of a stock

B bonus, pension, or profit-sharing plan for the exclusive

4 benefit of some or all of his employees, to which contribu-

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

6 the purpose of distributing to such employees the earnings

7 and principal of the fund accumulated by the trust in accord-

8 ance with such plan, shall not be taxable under section 161,

9 but the amount actually distributed or made available to

10 any distributee shall be taxable to him in the year in which

11 so distributed or made available to the extent that it exceeds

12 the amounts paid in by him. Such distributees shall for

13 the purpose of the normal tax be allowed as credits against

14 net income such pat of the amount so distributed or mado

15 available as represents the items of dividends and interest

16 specified in section 25 (a) -.

17 SEC. 166 REVOCABLEITRUSTS.

18 Where at any time 4 t-. he tam.ble.yefe the power

19 to revest in the grantor title to any part of the corpus of

20 the trust is vested-

21 (1) in the grantor, either alone or in conjunction

22 with any person not having a substantial adverse

23 interest in the disposition of such part of the corpus or

24 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 t e

.corpus or the income therefrom,

then the incoe of such part of the trust Iff seek

ye shall be included in computing the net income of Qie

grantor.

SEC. 167. INCOME FOR BENEFIT OF GRANTOR.

(a) Where any part of the income of a. trt-

(1) is, or in the discretion of the, grantor oiof

any person not having a substatti adverse interest in

the disposition of such part of the income may be, hold

or accumulated for future distribution to the gator; or

(2) may, in the discretion of tho, grantor: or of

any person not having a substantial adverse intorest.i4

the disposition of such part of the income, be distributed

to the grantor; or

(3) is, or in the discretion of the grantor or -qf

any person not having a substantial adverse interest ip

the disposition of such part of the income may be,

applied to the payment of premium upon. policies of

insurance on the life of the. grantor (except policies ,of

insurance irrevocably payable, for the purposes and. in

the manner specified in section 2, ) (o), relating t

the so-called "charitable contribution" deduction);

'.9
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1 then such part of the income of the trust shall be included

2 in computing the net income of the grantor.

3 (b) As used in this section, the term "in the discre-

4 tion of the grantor" means " in the discretion of the grantor,

5 either alone or in conjunction with any person not having

6 a substantial adverse interest in the disposition of the part

7 of the income in question ".

8 s11, M&, ,Ap M.A 1P=a AJS MD LOSSs,

9 -k eaweeMaeeott'i raief. ie of

10 eaMeteoete "e per " ofe e f the et

11 Weeme i .... : epe...,ely Of,,..

12 e "pilat t gai of e net l; she be det--.in

13 udi ie and egi.Wiens to 4e arsibd te 01-

14 Bmishieeff wih the .pe,,._ of the See-eea ad the be

15 otwy s is the etem of the ewlete wmt w4

16 shalbe ned to "herefi er to he esale oer k as

17 ywovidedit t Phie S.P.let b&A a &h e ad int the

18. mamme provide in seetien - e and -b relating te

19 c ad ne ais d lessee.

20 SEC. M 168. TAKES OF FOREIGN COUNTRIES AND POSSES.

21 SIONS OF UNITED STATES.

22 The amount of income, war-profits, and excess-profits

28 taxes imposed by foreign countries or possessions of the

24 United States shall be allowed as credit against the tax of the

25 beneficiary of an estate or trust to the extent provided in

26 section 181.
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I Supplement F-Partnerships

2 SEC. 18L PARTNERSHIP NOT TAXABLE.

3 Individuals carrying on business in partnership shall be

4 liable for income tax only in their individual capacity.

5 SEC. 182. TAX OF PARTNERS.

6 44 Giw)- A a . 'There shall be included in corn-

7 puting the net income of each partner his distributive share,

8 whether distributed or not, of the net income of the partner-

9 ship for the taxable year. 14 the tWvebWe..Ye of a

10 is di te friM " of & pinte . af..ot so

i1 inekided sl b~e Iote4 up~on the itee.e of the taewt sterw

12 V Atythe d ihis

13 toaIkheye"i oaroayle o
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16 4 feemeo
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20 SNC U& COMPUTATION OF PARTNERSHIP INCOME.

21 The. net income of the partnership shall be computed

22 in the same manner and on the same basis as in the case

23 .of aa individual p th e e-eaed'. eeeen-

24 de.is. .il n
25. b~ealwed
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SSEC. 18 CREDITS AGAINST NET INCOME.

2 The partner shall, for the purpose of the normal tax,

3 be allowed as a credit against his net income, in. addition

4 to the credits allowed to him under section 25, his propor-

5 tionate share of such amounts (not in exe& of the net in-

6 come of the partnership) of dividends and interest specified

7 n. section 25 (a) am4- b, as are received by the partnership.

8 SEC. 18L EARNED INCOME.

9 In the case of the members of a partnership the proper

10 part of each. share of the net income which consists of

11 earned income shall be determined under rules and regular.

12 tions to be prescribed by the Commissioner with the approval

13 of the Secretary and shall be separately shown in the return

14 -of.the partnership a" s"l be tased to the member as
15- P-&Pir ... i ....

16 SEQ U&8G. OAA 1M GAINS MW LOSE&
17 14 he ee o 4w mleme of 0Ova A! die roper

18 eA e ateh Awe h m&H i -iek m espe-
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J. 53052----11
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t '6r"d16&-

2 teat~ebans4eae

3 SEC. 8$ 186. TAXES OF FOREIGN COUNTRIES AND POSSES-

4 A SINS OF UNITED STATES.

The amount'of income, war-profits, and excess-profits

6 taxes imposed by foreign countries or possessions of the

7 United States shall be allowed as a credit against the tax

8 of the member of a partnership to the extent provided in

9 section 131.

10 SEC. M 187. PARTNERSHIP RETURNS.

11 Every partnership shall make a return for each taxable

12- year, stating specifically the items of its gross income and

'13 the deductions. allowed by this title, and shall include in the

14 return the names and addresses of the individuals who would

15. be entitled to share in the net income if distributed and the

16 amount of the distributive share of each individual. The

17 return shall be sworn'to by any one of the partners.

18 SEC. Ie, DIFFERENT TAXABLE YEARS OF PARTNER AND

19 PARTNERSHIP.

20 (a) GENERAL Rum.-f the taxable year of a

21 partner is difereat from that of thepartners4ip, tht diatribu-

22 tive .share of 11w net inco t of the partnership to be included

23- in. computing the Aet income, of the par nr for, Ais tixae

-24 year -all be ,bas upon the net iwnwo o he parinership

25 for any taxable year of the partnership whetherr. beginning
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1 on, before, or after January 1, 1934) ending within the

2 taxable year of the, partner.

3 (b) PARjTNEIR8iP YEARS BEGiNNvNa IN 1933.--

4 For the purpose of computing the net income of a partner

5 for a taxable year beginning after December 31, 1933, the

6 partnership net income for any taxable year of the partner-

7 ship beginning before January 1, 1934, shall be computed

8 undor the Revenue Act of 1932, without regard to sections

9 101 and 186 thereof ratingg to capital net gain and capital

10 net loss) but as if section 117 of this Act (except subsection

11 (d) thereof) had formed a part of Title I of the Revenue

12 Act ol 1932.

13. Supplement G-Insurance Compnies

14 SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

15 (a) DPE iTio.-When used in this title the term
16 "life insurance comply" mes an inetrance company

17 engaged i the business of issuing lil ia n' nce and annuity

18 contracts (including contracts of combined life, health, and

19 accident insurance),, the. reserve funds of which, held for the

20 fulfillment of such contracts comprise more than 50 per

21 centqm of its total reserve funds.

22 (b), RAT o TAx.-In lieu of the tax imposed by,

23 section .3, there shall be levied, co evted, and paid for eaqh

24 taxable year upon t1e net income of cvery life i ce

25 company a. tax,as follows:
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1 (1) In the ease of a domestic lif6 insurance

2 company, 131 per centum of its *et i-eeme the amount

B of its net income in excess of the credit provided in

4 subsection (c) of this section;

5 (2) In the case of a foreign life insurance
6 company, 131 per centum of ie fiet ieeme frm

7 setwees withiii he U*ited States the amount of its

8 net income from sources within the United States in

9 excess of the credit provided in subsection (c) of this

10 section.

11 (c) For the purpose only 'of the tax imposed by this

12 section there shall be allowed as a credit against net income

13 the amount received as interest upon obligations of the United

14 States or of corporations organized under- Act of Congress

15 which is allowed to an individual as a credit for purposes

16 of normal tax by section 25 (a) (2) or (3).

17 -SEC. '202. GROSS -INCOME OF LIFE INSURANCE COMPANIES.

18 (a) In the case of a life insurance company the termi

19 "gross income" means the gross amount of income received

20 during the taxable year from interest, dividends, and rents.

21 (b) The term "reserve funds required by law"

22 indudes, in the case of assessment insurance, sums actually

23 dposited by any company or association with Stqte or Ter-,

24 ltorial oAlicer pursuant to law'as guaranty or reserve funds,

25 and any funds maintained under the charter or a teles of
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1 incorporation of the company or association- exclusively for

2 the payment of claims arising under certificates of member-

3 ship or policies issued upon the assessment plan and not

4 subject to any other use.

5 SE. 20& NET INCOME OF LIFE INSURANCE COMPANIES.

6 (a) Gmn~ij Ruix.--Iu the case of a life insurance

7, company the term "net income" means the gross income

8 less-

9 (1) TAX-FREE INTEBET.-The amount of inter-

10 est received during the taxable year which under section

it eov e pv22 (b) (4) fr tmsi~eseb

12 Whi title is exduded from gross income;

13 (2) RESRVE FUND.-An amount equal to 4

14 per centum of the mean of the reserve funds required, by

15 ;aw and held at the beginning and end of the taxable

16 year, except that in the case of any such reserve fund

17 which is computed at a lower interest assumption rate,

18 the rate of 3* per centum shall be substituted for 4 per

19 centum. Life insurance companies issuing policies coy-

20 ering life, health, and accident insurance combined in

21 one policy issued on the weekly premium payment plan,

22 continuing for life and not subject to cancellation, shall

23 be allowed, in addition to the above, a deduction of 3*

24 per, centum of the mean of suph reserve funds (not

25 required by law) held at the beg ing, ad end of the



taxable year, as the Commissioner finds to be necessary

2 for the protection of the holders of such policies only;

3 (3) DimTBNDs.--The amount received as divi-

4 dends +A+ from a domestic corporation which is

5 subject to taxation under this tide, other than a corpora-

6 tion entitled to the benefits of section 251, and other

7 than a corporation organized under the China Trade

8 Act, 19 22,p-0 i) from my fe.eigi...4 when
9 it is shw to the ",,f:, aedi, of the g.,,--o ... ~er

10 tW more " 50 peeenh--m of -the gfoss beeeme of
11 sue.f : A.. A - te thre-y

12 eeding & te elose of its teahle yeas peeedLg the

13 : deeds ffeiekh P o tsueh

14 e as the fe eigA .M..en has been i teftee)-

15 was derived frm seoees widii the Uaited Staes as

16 dee-i,:e^ t ' 4

i7 (4) RESEVE FOR DIVDENDS.-An amount

18 equal to 2 per centum of any sums held at the end of

19 the taxable year as a reserve for dividends (other than

20 'dividends payable during the year following the taxable

2i year)" the payment of which Is deferred for a period

22 of not less than five years from the 'date of the policy

23 contract;

24 (5) INV ,TMENT EXPENSE.---Investment ex-

25 penses paid during the taxable year: Provided, That
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1 if any general expenses are in part assigned to or

2 included in the'investment expenses, the total deduc-

3 tion under this paragraph shall not exceed one-fourth

4 of 1 per centum of the book value of the mean of the

5 invested assets held at the beginning and end of the

6 taxable year;

7 (6) REAL ESTATE ExmSSm.-Taxes and other

8 expenses paid during the taxable year exclusively upon

9 or with respect to the real estate owned by the corn-

10 pany, not including taxes assessed against local bene-

11 fits of a kind tending to increase the value of the prop-

12 erty assessed, and not including any amount paid out

13 for new buildings, or for permanent improvements or

14 betterments made to increase the value of any property.

15 The deduction allowed by this paragraph shall be

16 allowed in the case of taxes imposed upon a shareholder

17 .-of a company upon his interest as shareholder,, which

18 are paid by the company without reimbursement from

19 the shareholder, but in such cases no deduction shall be

20 allowed the shareholder for the amount of such taxes;

21 (7) DEP oATN.-A reasonable allowance,

22 as provided in section 23(l),jfor the exhaustion wear

23 and tear of property, including a reasonable allowance

24 for obsolescence; and

.6,
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1 (8) INTFmuT.-All interest paid o aeeeraed

2 within the taxable year on its indebtedness, except on

3 indebtedness incurred or continued to purchase or carry

4 obligations of eeifiea (other than obligations of the

5 United States issued after September 24, 1917, and

6 originally subscribed for by the taxpayer) the interest

7 upon which is wholly exempt from taxation under this

8 title.

9 (b) RENTAL VALuE OF REA ESTATH.-Th deduc-

10 tion under subsection (a) (6) or (7) of this section on

11 account of any real estate owned and occupied in whole or

12 in part by a life insurance company, shall be limited to an

13 amount which bears the same ratio to such deduction (com-

14 puted without regard to this subsection) as the rental value

15 of the space not so occupied bears to the rental value of the

16 entire property.

17 (c) FOREIGN LIFE, INSURANCE COMPANIES.-In the

18 case of a foreign life insurance company the amount of its

19 net income for any taxable year from sources within the

20 United States shall be the same proportion of its net income

21 for the taxable year from sources within and without the

22 United States, which the reserve funds required by law and

23 held by it at the end of the taxable year upon business

24 transacted within the United States is of the reserve funds

25 held by it at the end of the taxable year upon all business

26 transacted.
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1 SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR

2 MUTUAL.

8 (a) IMPOSiTIOn OF TAx.-In lieu of the tax imposed

4 by section 13 of this title, there shall be levied, collected,

5 and paid for each taxable year upon the net income of every

6 insurance -company (other than a life or mutual insurance

7 company) a tax as follows:

8 (1) In the caae of such a domestic insurance com-

9 pany, 134 per centum of iW net ineeme the amount

10 of its net income in excess of the credit provided in

11 subsection (f) of this section;

12 (2) In the case of stich a foreign insurance com-

13 pany, 13" per centum of ito net inoeeme f4em sotiees

14 wi4h;in the ViUied rs4atis the amount of its net income

15 from sources within the United States in excess of the

16 credit provided in subsection (f) of this section.

17 (b) DEFINITION OF INCOME, ETC.-In the case of an

18 insurance company subject to the tax imposed by this

19 section-

20 (1) GRoss INCOME.-" Gross income" means

21 the sum of (A) the combined gross amount earned

22 during the taxable year, from investment income and

23 from underwriting income as provided in this subsection,

24 computed on the basis of the underwriting and invest-

25 ment exhibit of the annual statement approved by the
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National Convention of Insurance Commissioners, and

(B) gain during the taxable year from the sale or other

3 disposition of property, and (C) all other items

4 constituting gross income under section 22;

5 (2) NET INCOME.-" Net income" means the

6 gross income as defined in paragraph .(1) of this sub-

7 section less the deductions allowed by subsection (c). of

8 this section; 0

9 (3) INVESTMENT INCOME.-" Investment in-

10 come" means the gross amount of income earned

11 during the taxable year from interest, dividends, and

12 rents, computed 'as follows:

13 To all interest, dividends and rents received dur-

14 ing the taxable year, add interest, dividends and rents

15 due and accrued at the end of the taxable year, and

16 deduct all interest, dividends and rents due and accrued

17 at the end of the preceding taxable year;

18 (4) UNDERWRITING INCOME.-" Underwriting

19 income "means the premiums earned on insurance con-

20 tracts during the taxable year less losses incurred and

21 expenses incurred;

22 (5) PREMIUMS EARNED.-" Premiums earned

23 on insurance contracts during the taxable year" means

24 an amount computed as follows:
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I From the amount of gross premiums written on

2 insurance contracts during the taxable year, deduct

3 return premiums and premiums paid for reinsurance.

4 To the result so obtained add unearned premiums on

5 outstanding business at the end of the preceding taxable

6 year and deduct unearned premiums on outstanding

7 business at the end of the taxable year;

8 (6) LOSSEs INCURRED.-" Losses incurred"

9 means losses incurred during the taxable year on insur-

10 ance contracts, computed as follows:

11 To losses paid during the taxable year, add sal-

12 vage and reinsurance recoverable outstanding at the

13 end of the preceding taxable year, and deduct salvage

1.1 and reinsurance recoverable outstanding at the end

15 of the taxable year. To the result so obtained add

16 all unpaid losses outstanding at the end of the taxable

17 year and deduct unpaid losses outstanding at the end

18 of the preceding taxable year;

19 (7) EXPENSES INCURRED.-" Expenses incurred"

20 means all expenses shown on the annual statement

21 approved by the National Convention of Insurance

22 Commissioners, and shall be computed as follows:

23 To all expenses paid during the taxable year add

24 expenses unpaid at the end of the taxable year and

25 deduct expenses unpaid at the end of the preceding
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1 taxable year. For the purpose of computing the net

2 income subject to the tax imposed by this section there

3 shall be deducted from expenses incurred as defined

4 in this paragraph all expenses incurred which are not

5 allowed as deductions by subsection (c) of this section.

6 (c) DFUCTIONS ALLoED.-In computing the net

7 income of an insurance company subject to the tax imposed

8 by this section there shall be allowed as deductions:

9 (1) All ordinary and necessary expenses

10 incurred, as provided in section 23 (a);

11 (2) All interest as provided in section 23 (b);

12 (3) Taxes as provided in section 23(c);

13 (4) Losses incurred as defined in subsection

14 (b) (6) of this section;

15 (5) Loses Subject to the limitation contained in

16 section 117(d), losses sustained during the taxable year

17 from the sale or other disposition of property;

18 (6) Bad debts in the nature of agency balances

19 and bills receivable ascertained to be worthless and

20 charged off within the taxable year;

21 (7) The amount received as dividends from cor-

22 porations as proA:ided in section 23 (p) ;

23 (8) The amount of interest earned during the

24 taxable year which under section 22 (b) (4) is exetp

25l theitaes bya4 the eetw of
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1 intemi aewed as a eft.-& and seeseo 26 excluded

2 from gross income;

3 (9) A reasonable allowance for the exhaustion,

4 wear and tear of property, as provided in section

5 234 (l).
6 (d) DF.ourimONs op FoREIn CORPORATIONS.-In

7 the case of a foreign corporation the deductions allowed in

8 this section shall be allowed to the extent provided in

9 Supplement I.

10 (e) DOUBLE DEDUCTION.-Nothing in this section

11 shall be construed to permit the same item to be twice

12 deducted.

13 (f) For the purpose only of the tax imposed by this

14 section there shall be allowed as a credit against net income

15 the amount received as interest upon obligations of the United

16 States or of corporations organized under Act of Congress

17 which is allowed to an individual as a credit for purposes of

18 normal tax by section 25(a) (2) or (3).

19 SEC. 20 205. TAXES OF FOREIGN COUNTRIES AND POSSES-

20 SIONS OF UNITED STATES.

21 The amount of income, war-profits, and excess-profits

22 taxes imposed by foreign countries or possessions of the

23 United States shall be allowed as a credit against the tax of

24 a domestic insurance company subject to the tax imposed by

25 section 201 or 204, to the extent provided in the case of a
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1 domestic corporation in section 131, and in such cases "not

2 income" as used in that section means the net income as

3 defined in this Supplement.

4 SEC. W 206. COMPUTATION OF GROSS INCOME

5 The gross income of insurance companies subject to the

6 tax imposed by section 201 or 204 shall not be determined

7 in the manner provided in section 119.

8 SEC. 3 207. MUTUAL INSURANCE COMPANIES OTHER

9 THAN LIFE.

10 (a) APPLICATION OF TITLE.-Mutual insurance

11 companies, other than life insurance companies, shall be

12 taxable in the same manner as other corporations, except as

13 hereinafter provided in this section.

14 (b) GOSS INCOME.-Mutual marine-insurance com-

15 panics shall include in gross income the gross premiums

16 collected and received by them less amounts paid for

17 reinsurance.

18 (c) DEDUCTIONS.-In addition to the deductions

19 allowed to corporations by section 23 the following deduc-

20 tions to insurance companies shall also be allowed, unless

21 otherwise allowed-

22 (1) MUTUAL INSURANCE COMPANIES OTHER

23 THAN LIFE INSURANCE.-In the case of mutual insar-

24 ance companies other than life insurance companies-
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1 (A) the net addition required by, law to be

2 made within the taxable year to reserve funds

3 (including in the case of assessment insurance

4 companies the actual deposit of sums with State

5 or Territorial officers pursuant to law as additions

6 to guarantee or reserve funds) ; and

7 (B) the sums other than dividends paid

8 within the taxable year on policy and annuity

9 contracts.

10 (2) MUTUAL MARINE INSURANCE CO-

11 PANIES.-In the case of mutual marine insurance com-

12 panies, in addition to the deductions allowed in para-

13 graph (1) of this subsection, unless otherwise allowed,

14 amounts repaid to policyholders on account of pro-

15 miums previously paid by them, and interest paid upon

16 such amounts between the ascertainment and the

17 payment thereof;

18 (3) MUTUAL INSURANCE COMPANIES OTHER

19 THAN LIFE AND MARINE.-In the case of mutual insur-

20 ance companies (including interinsurers and reciprocal

21 underwriters, but not including mutual life or mutual

22 marine insurance companies) requiring their members

23 to make premium deposits to provide for losses and

24 expenses, the amount of premium deposits returned to
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1 their policyholders and the amount of premium deposits

2 retained for the payment of losses, expenses, and

3 reinsurance reserves.

4 Supplement H-Nonresident Alien Individuals

5 SEQ Z I O RM&N ORM,

7Maien individti1 w6o is Bet a resideni of a elefliiaa eew1i1 y

8 the et& 96 e 8 p, eee of th a"-t ofthe

9 iet iaeeme in emeess of the ere4is aga e etw eoni
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2 -thee" ... ein AAin6 he e

3 t" mppebyeetim 44-6

4 SEC. 31 211. GROSS INCOME.

5 (a) GENRL RUL.--In the case of a nonresident

6 alien individual gross income includes only the gross income

7 from sources within the United States.

8 (b) SmIPs UNDER FOREIGN FLAG.-The income of a

9 nonresident alien individual which consists exclusively of

10 earnings derived from the operation of a ship or ships docu-

11 mented under the laws of a foreign country which grants an

12 equivalent exemption to citizens of the United States and to

13 corporations organized in the United States, shall not be

14 included in gross income and shall be exempt from taxation

15 under this title.

16 SEC. 313 212. DEDUCTIONS.

17 (a) GENERA RUL.-In the case of a nonresident

18 alien individual the deductions shall be allowed only if and to

19 the extent that they are connected with income from sources

20 within the United States; and the proper apportionment and

21 allocation of the deductions with respect to sources of income

22 within and without the United States shall be determined as

23 provided in section 119, under rules and regulations pre-

24 scribed by the Commissioner with the approval of the

25 Secretary.

J. 53052-12
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1(b)
2 (1) The deduction, for losses not connected with

3 the trade or business if incurred in transactions entered

4 into for profit, allowed by section 23 (e) (2)' s ie

5 allowed whether or not connected with income 'from

6 sources within the United States, but only if the profit,

7 if such transaction had resulted in 'a profit, would be

8 taxable under this title.

9 (2) The deduction for losses of property not con-

10 nected with the trade or business if arising from certain

11 casualties or theft, allowed by section 23 (e) (3), shall

12 be allowed whether or not connected with income from

13 sources within the United States, but only if the loss

14 is of property within the United States.

15 (c) OHAETABL, ETc., CONTBuuoN.-The so-

16 called "charitable contribution" deduction allowed by

17 section 23-(4-(o) shall be allowed whether or not connected

18 with income from sources within the United States, but only

19 as to contributions or gifts made to domestic corporations,

20 or to community chests, funds, or foundations, created in the

21 United States, or to the vocational rehabilitation fund.

22 SEC. 24 213. CREDITS AGAINST NET INCOME.

23 In the case of a nonresident alien individual the

24 personal exemption allowed by section e 25(b) (1) of

25 ' this title shall be only $1,000. The credit for dependents
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1 allowed by section *0d)' 25(b) (2) hall not be allowed,

2 in the -cae of a nonresident alien individual unless he is a

3 resident of a contiguous country.

4- SEC. 0&# 214. ALLOWANCE OF DEDUCTIONS AND CREDITS.

5 (a) RETURN To CoNTA ImOmATIo.-A non-

6 resident alien individual shall receive the benefit of the.

7 deductions and credits allowed to him in this title only by

8 filing or causing to be filed with the collector a true and

9 accurate return of his total income received from all sources

10 in the United States, in the manner prescribed in this title;

11 including therein all the information which the Commis-

12 sioner may deem necessay for the calculation of such

13 deductions and credits.

14 (b) TAx WITHHELD AT SouRE.-The benefit of the

15 personal exemption and credit for dependents, aii of the

16 red"eed r e of tt 4de it seetief may, in

17 the discretion of the Commissioner and under regulations

18 prescribed by him with the approval of the Secretary, bo

19 received by a nonresident alien individual entitled thereto,

20 by filing a claim therefor with the withholding agent.

21 SEC. 2M 215. CREDITS AGAINST TAX.

22 A nonresident alien individual shall not be allowed the

23 credits against the tax for taxes of foreign countries and

24 possessions of the United States allowed by section 131.
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1: 8lc. K4,216. RETURNS.

2 In the case'of a nonresident alien individual, the return,

3 in lieu of the time prescribed in section 53-(a) (1), shall
•4 be made on or before the fifteenth day of the, sixth, month

5 following, the close -of the fiscal year, or, if the, return is

6 made on the basis of the calendar year, then on, or before,

7 the fifteenth day of June.

8 SEC. ZU 217. PAYMENT OF TAX.

9 (a) TIME OF PAYMENT.---In the case of a nonresident

10 alien individual the total amount of tax imposed by this

11 title shall be paid, in lieu of the time prescribed in section

12 56 (a), on the fifteenth day of June following the close of

13 the calendar year, or, if the return should be made on

14 the basis of a fiscal year, then on the fifteenth day of the

15 sixth month following the close of the fiscal year.

16 (b) WITHHOLDING AT SOuwc.-For withholding at

17 source of tax on income of nonresident aliens, see section

18 443142.

19 Supplement I-Foreign Corporations

20 SEC. 231. GROSS INCOME.

21 (a) GENERAL RuL.-In the case of a foreign cor-

22 poration gross income includes only the gross income from

23 sources within the United States.

24 (b) Stops UNDER FOREIGN FLAG.-The income of a

25 foreign corporation, which consists exclusively of earnings
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1 derived from the operation of a ship or ships documented
2 under the laws of a foreign country which grants an eqiiva-

3 lent exemption to citizens of the United States and to cor-

4 porations organized in the United States, sball not be

5 included in gross income and shall be exempt from taxation
6 under this title.

7 SEC. 232. DEDUCTIONS.

8 In the case of a foreign corporation the deductions shall

9 be allowed only if and to the extent that they are connected

10 with income from sources within the United States; and the

11 proper apportionment and allocation of the deductions with

12 respect to sources within and without the United States shall

13 be determined as provided in section 119, under rules and

14 regulations prescribed by the Commissioner with the approval

15 of the Secretary.

16 SEC. 233. ALLOWANCE OF DEDUCTIONS AND CREDITS.

17 A foreign corporation shall receive the benefit of the

18 deductions and credits allowed to it in this title only by

19 filing or causing to be filed with the collector a true and

20 accurate return of its total income received from all sources

21 in the United States, in the manner prescribed in this title;

22 including therein all the information which the Commis-

.23 sioner may deem necessary for the calculation of such deduc-

24 tions and credits.
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1 SEC. 234. CREDITS AGAINST TAX.

2 Foreign corporations shall not be allowed the credits

3 against the tax for taxes of foreign countries and possessions

4 of the United States allowed by section 131.

5 SEC. 235. REITRNS.

6 In the case of a foreign corporation not having any

7 office or place of business in the United States the return,

8 in lieu of the time prescribed in section 53 (a) (1), shall be

9 made on or before the fifteenth day of the sixth month fol-

10 lowing the close of the fiscal year, or, if the return is made

11 on the basis of the calendar year then on or before the

12 fifteenth day of June. If any foreign corporation has no

13 office or place of business in the United States but has an

14 agent in the United States, the return shall be made by the

15 agent.

16 SEC. 236. PAYMENT OF TAX.

17 (a) TIME OF PAYMENT.-In the case of a foreign

18 corporation not having any office or place of business in the

19 United States the total amount of tax imposed by this title

20 shall be paid, in lieu of the time prescribed in section 56 (a),

21 on the fifteenth day of June following the close of the

22 calendar year, or, if the return should be made on the basis

23 of a fiscal year, then on the fifteenth day of the sixth month

24 following the close of the fiscal year.
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1 (b) WrHHOLDING AT SOtJCE.-For withhlding at

2 source of tax on income of foreign corporations, see

3 section 444 142.

4 SEC. 237, FOREIGN INSURANCE COMPANIES.

5 For special provisions relating to foreign insurance

6 companies, see Supplement G.

7 69Q AU& PT!AT! N.

8 -A e10 eeipE) s *t be dee...ed to he

9 a .ili a. e d W i t h ,w-y e, ,i, e c k M, ..4 i w i t h i i * t h e * I Det i g

10 o seetie 44-1-.

11 Supplement J-Possessions of the United States

12 SEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS

13 OF UNITED STATES.

14 (a) GENERAL RULE.-In the case of citizens of the

15 United States or domestic corporations, satisfying the follow-

16 ing conditions, gross income means only gross income from

17 sources within the United States-

18 (1) If 80 per centum or more of the gross income

19 of such citizen or domestic corporation (computed with-

20 out the benefit of this section), for the three-year period

2) immediately preceding the close of the taxable year

22 (or for such part of such period immediately preceding

23 the close of such taxable year as may be applcable)

24 was derived from sources within a possession of the

25 United States; and
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1 (2) If, in the case of such corporation, 50 per

2 centum or more of its gross income (computed without

3 the benefit of this section) for such period or such part

4 thereof was derived from the active conduct of a trade

5 or business within a possession of the United States; or

6 (3) If, in case of such citizen, 50 per centum or

7 more of his gross income (computed without the bene-

8 fit of this section) for such period or such part thereof

9 was derived from the active conduct of a trade or busi-

10 ness within a possession of the United States either on

11 his own account or as an employee or agent of another.

12 (b) AMOUNTS RECEITD IN UNITED STATES.-Nt-

13 withstanding the provisions of subsection (a) there shall be

14 included in gross income all amounts received by such citi-

15 zens or corporations within the United States, whether de-

16 rived from sources within or without the United States.

17 (C) DEFINITION.-As used in this section the term

18 "possession of the United States" does not include the

19 Virgin Islands of the United States.

20 (d) DEDUCTIONS.-

21 (1) Citizens of the United States entitled to the

22 benefits of this section shall have the same deductions

23 as are allowed by Supplement U in the case of a

24 nonresident aliep individual.
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1 (2) Domestic corporations entitled to the benefits

2 of this section shall have the same deductions as are

3 allowed by Supplement I in the case of a foreign

4 corporation.

5 (e) CREDITS AGAINST NET INcoE.-A citizen of

6 the United States entitled to the benefits of this section shall

7 be allowed a personal exemption of only $1,000 and shall

8 not be allowed the credit for dependents provided in section

9 25(b)(2).
10 (f) ALLOWANCE OF DEDUCTIONS AND CREDITS.-

11 Citizens of the United States and domestic corporations

12 entitled to the benefits of this section shall receive the benefit

13 of the deductions and credits allowed to them in this title

14 only by filing or causing to be filed with the collector a true

15 and accurate return of their total income received from all

16 sources in the United States, in the manner prescribed in

17 this title; including therein all the information which the

18 Commissioner may deem necessary for the calculation of

19 such deductions and credits.

20 (g) CREDITS AGAINST TAx.-Persons entitled to the

21 benefits of this section shall not be allowed the credits against

22 the tax for taxes of foreign countries and possessions of the

23 United States allowed by section 131.

24 -f1+ AiFILIATIO*. - e0 A, i i%)t *4 enifle4 to the

25 beioieo eto w edetdt eaflve
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1 wi4h afiy ethe* eofpeffki withift the oeafg ef see-

2 to4-44-.

3 SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

4 (a) Any individual who is a citizen of any possession

5 of the United States (but not otherwise a citizen of the

6 United States) and who is not a resident of the United

7 States, shall be subject to taxation under this title only as to

8 income derived from sources within the United States, and

9 in such case the tax shall be computed and paid in tI.3 same

10 manner and subject to the same conditions as in the case of

11 other persons who are taxable only as to income derived

12 from such sources.

13 (b) Nothing in this section shall be construed to alter

14 or amend the provisions of the Act entitled "An Act making

15 appropriations for the naval service for the fiscal year ending

16 June 30, 1922, and for other purposes," approved July 12,

17 1921, relating to the imposition of income taxes in tho

18 Virgin Islands of the United States.

19 Supplement K-China Trade Act Corporations

20 SEC. 261. CREDIT AGAINST NET INCOME.

21 (a) ALLOWANCE OF CREIT.-For the purpose only

22 of the tax imposed by section 13 there shall be allowed, in

23 the case of a corporation organized under the China Trade.

24 Act, 1922, in addition to the credit provided in section 26,a.

25 credit against the net income of an amount equal to the.
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1 proportion of the net income derived from sources within

2 China (determined in a similar manner to that provided in

3 section 119) which the par value of the shares of stock of the

4 corporation owned on the last day of the taxable year by (1)

5 persons resident in China, the United States, or possessions

6 of the United States, and (2) individual citizens of the

7 United States or China wherever resident, bears to the par

8 value of the whole number of shares of stock of the corpora-

9 tion outstanding on such date: Provided, That in no case

10 shall the amount by which the tax imposed by section 13 is

11 diminished by reason of such credit exceed the amount of the

12 special dividend certified under subsection. (b) of this section.

13 (b) SPECIAL DIVIDEND.-Such credit shall not be

14 allowed unless the Secretary of Commerce has certified to

15 the Commissioner-

16 (1) The amount which, during the year ending

17 on the date fixed by law for filing the return, the cor-

18 poration has distributed as a special lIvidend to or for

19 the benefit of such persons as on the last day of the

20 taxable year were resident in China, the United States,

21 or possessions of the United States, or were individual

22 citizens of the United States or China, and owned

23 shares of stock of the corporation;

24 (2) That such special dividend was in addition

25 to all other amounts, payable or to be payable to such
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1 persons or for their benefit, by reason of their interest

2 in the corporation; and

3 (3) That such distribution has been made to or

4 for the benefit of such persons in proportion to the par

5 value of the shares of stock of the corporation owned

6 by each; except that if the corporation has more than

7 one class of stock, the certificates shall contain a state-

8 ment that the articles of incorporation provide a method

1) for the apportionment of such special dividend among

10 such persons, and that the amount certified has been

11 distributed in accordance with the method so provided.

12 (c) O NERSHIP OF STOCK.-For the purposes of this

13 section shares of stock of a corporation shall be considered

14 to be owned by the person in whom the equitable right to

i5 the income from such shares is in good faith vested.

16 (d) DEFINITION OF CHINA.-As used in this section

17 the term "China" shall have the same meaning as when

18 used in the China Trade Act, 1922.

19 SEC. 262. CREDITS AGAINST THE TAX.

90 A corporation organized under the China Trade Act,

91 1922, shall not be allowed the credits against the tax for

22 taxes of foreign countries and possessions of the United

23 States allowed by section 131.
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1 SEC. U& AFF!LTON.

2 -A e~*~&i 0Igtiie wideip &i Chin Trtde A+e4 7

3 b4a4l fi a dea to he i* h f yeher

4 W 4Wofetie 44-.
5 SEC. 264 263. INCOME OF SHAREHOLDERS.

6 For exclusion of dividends from gross income, see

7 section 116.

8 Supplement L-Assessment and Collection of Deficiencies

9 SEC. 271. DEFINITION OF DEFICIENCY.

10 As used in this title in respect of a tax imposed by this

11 title "deficiency" means-

12 (a) The amount by which the tax imposed by this

13 title exceeds the amount shown as the tax by the tax-

14 payer upon his return; but the amount so shown on the

15 return shall first be increased by the amounts previously

16 assessed (or collected without assessment) as a deficiency,

17 and decreased by the amounts previously abated, credited,

18 refunded, or otherwise repaid in respect of such tax; or

19 (b) If no amount is shown as the tax by the tax-

20 payer upon his return, or if no return is made by the tax-

21 payer, then the amount by which the tax exceeds the

22 amounts previously assessed (or collected without assess-

23 ment) as a deficiency; but such amounts previously assessed,

24 or collected without assessment, shall first be decreased
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1 by the amounts previously abated, credited, refunded, or

2 otherwise repaid in respect of such tax.

3 SEC. 272. PROCEDURE IN GENERAL

4 (a) PETITION TO BOARD OF TAx APPma-S.-If in

5 the case of any taxpayer, the Commissioner determines that

6 there is a deficiency in respect of the tax imposed by this title,

7 the Commissioner is authorized to send notice of such defi-

8 ciency to the taxpayer by registered mail. Within 60 90

9 days after such notice is mailed (not counting Sunday

10 or a legal holiday in the District of Columbia as the

11 si*4ti ninetieth day), the taxpayer may file a petition

12 with the Board of Tax Appeals for a redetermination of the

13 deficiency. No assessment of a deficiency in respect of the

14 tax imposed by this title and no distraint or proceeding in

15 court for its collection shall be made, begun, or prosecuted

16 until such notice has been mailed to the taxpayer, nor until

17 the expiration of such 60-ay 90-day period, nor, if a petition

18 has been filed with the Board, until the decision of the Board

19 has become final. Notwithstanding the provisions of section

20 3224 of the Revised Statutes the making of such assessment

21 or the beginning of such proceeding or distraint during

22 the time such prohibition is in force may be enjoined by a

23 proceeding in the proper court.

24 For exceptions to the restrictions imposed by this sub-

25 section, see--
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1 (1) Subsection (d) of this section, relating to

2 waivers by the taxpayer;

3 (2) Subsection (f) of this section, relating to

4 notifications of mathematical errors appearing upon

5 the face of the return;

6 (3) Section 273, relating to jeopardy assessments;

7 (4) Section 274, relating to bankruptcy and

8 receiverships; and

9 (5) Section 1001 of the Revenue Act of 1926, as

10 amended, relating to assessment or collection of the

11 amount of the deficiency determined by the Board

12 pending court review.

13 (b) COLLECTION OF DEFICIT NCY FOUND BY

14 BOARD.-If the taxpayer files a petition with the Board, the

15 entire amount redetermined as the deficiency by the decision

16 of the Board which has become final shall be assessed and

17 shall be paid upon notice and demand from the collector.

18 No part of the amount determined as a deficiency by the

19 Commissioner but disallowed as such by the decision of the

20 Board which has become final shall be assessed or be col-

21 lected by distraint or by proceeding in court with or without

22 assessment.

23 (c) FAILURE TO FILE PETTON.-If the taxpayer

24 does not file a petition with the Board within the time

25 prescribed in subsection (a) of this section, the deficiency,
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1 notice of which has been mailed to the taxpayer, shall be

2 assessed, and shall be paid upon notice and demand from

3 the collector.

4 (d) WArviR OF RESTMCTIONS.-The taxpayer shall

5 at any time have the right, by a signed notice in writing filed

6 with the Commissioner, to waive the restrictions provided

7 in subsection (a) of this section on the assessment and collec-

8 tion of the whole or any part of the deficiency.

9 (e) INCREASE OF DEFICIENCY AFTER NoTICE

10 MAILED.-The Board shall have jurisdiction to redetermine

11 the correct amount of the deficiency even if the amount so

12 redetermined is greater than the amount of the deficiency,

13 notice of which has beeii mailed to the taxpayer, and to

14 determine whether any penalty, additional amount or addi-

15 tion to the tax should be assessed-if claim therefor is

16 asserted by the Commissioner at or before the hearing or a

17 rehearing.

18 (f) FURTHER DEFICIENCY LETTERS RESTRIOTED.-

19 If the Commissioner has mailed to the taxpayer notice of a

20 deficiency as provided in subsection (a) of this section, and

21 the taxpayer files a petition with the Board within the time

22 prescribed in such subsection, the Commissioner shall have

23 no right to determine any additional deficiency in respect of

24 the same taxable year, except in the case of fraud, and

25 except as provided in subsection (e) of this section, relating
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I to assertion of greater deficienDies before the Board, or in

2 section 273 (c), relating to the making of jeopardy assess-

3 ments. If the taxpayer is notified that, on account of a

4 mathematical error appearing upon the face of the return.

5 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

7 made on the basis of what would have been the correct

8 amount of tax but for the mathematical error, such notice

9 shall not be considered (for the purposes of this subsection,

10 or of subsection (a) of this section, prohibiting assessment

11 and collection until notice of deficiency has been mailed, or

12 of section 322 (c), prohibiting credits or refunds after peti-

13 tion to the Board of Tax Appeals) as a notice of a deficiency,

14 and the taxpayer shall have no right to file a petition with

15 the Board based on such notice, nor shall such assessment or

16 collection be prohibited by the provisions of subsection (a)

17 of this section.

18 (g) JUlISDITION OVBB O TAXABLE YAi.-

19 The Board in redetermining a deficiency in respect of any

20 taxable year shall consider such facts with relation to the

21 taxes for other taxable years as may be necessary correctly

22 to redetermine the amount of such deficiency, but in so doing

23 shall have no jurisdiction to determine whether or not the

24 tax for any other taxable year has been overpaid or

25 underpaid.

J. 53052 -13
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1 (h) FINAL DEOISIoNS OF BoAm.-For the purposes

2 of this title the date on which a decision of the Board becomes

3 final shall be determined according to the provisions of

4 section 1005 of the Revenue Act of 1926.

5 (i) PRORATING OF DFICIENCY TO INSTALI,-

6 MENTS.-If the taxpayer has elected to pay the tax in

7 installments and a deficiency has been assessed, the deft-

8 % ciency shall be prorated to the four installments. Except

9 as provided in section 273 (relating to jeopardy assess-

10 ments), that part of the deficiency so prorated to any install-

11 ment the date for payment of which has not arrived, shall

12 be collected at the same time as and as part of such install-

13 went. That part of the deficiency so prorated to any

14 installment the date for payment of which has arrived, shall

15 be paid upon notice and demand from the collector.

16 (j) EXTBNSIOi OF TIME FOR PAYMENT OF DEFI-

17 COINOIES.-Where it is shown to the satisfaction of the

18 Commissioner that the payment of a deficiency upon the

19 date Prescribed for the payment thereof will result in undue

20 hardship to the taxpayer the Commissioner, with the. ap-

21 proval of the Secretary (except where the deficiency is

22 due to negligence, to intentional disregard of rules and

23 regulations, or to fraud with intent to evade tax), may

24 grant an extension for the payment of such deficiency or

25 any part thereof for a period not in excess of eighteen
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1 months, and, in exceptional cases, for a further period not

2 in excess of twelve months. If an extension is granted, the

3 Commissioner may require the taxpayer to furnish a bond

4 in such amount, not exceeding double the amount of the

5 deficiency, and with such sureties, as the Commissioner

6 deems necessary, conditioned upon the payment of the

7 deficiency in accordance with the terms of the extension.

8 (k) ADDRESS FOR NOTICE OF DEFICINCY.-In -the

9 absence of notice to the Commissioner under section 312 (a)

10 of the existence of a fiduciary relationship, notice of a defi-

11 ciency in respect of a tax imposed by this title, if mailed to

12 the taxpayer at his last known address, shall be sufficient

13 for the purposes of this title even if such taxpayer is deceased,

14 or is under a legal disability, or, in the case of a corporation,

15 has terminated its existence.

16 SEC. 273. JEOPARDY ASSESSMENTS.

17 (a) AUTHORITY FOB MAKING.-If the Commissioner

18 believes that the assessment or collection of a deficiency will

19 be jeopardized by delay, he shall immediately assess such

20 deficiency (together with all interest, additional amounts, or

21 additions to the tax provided for by law) and notice and

22 demand shall be made by the collector for the payment

23 thereof.

24 (b) Dm.,FImNcY Lm T.-If the jeopardy assess-

25 ment is made before any notice in respect of the tax to whicb
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1 the jeopardy assessment relates has been mailed under sco-

2 'ion 272 (a), then the Commissioner shall mail a notice

3 under such subsection within sixty days after the making of

4 the assessment.

5 (c) AMOUNT ASS1MABLIC BEFORE DwisoN or

6 BOARD.-The jeopardy assessment may be made in respect

7 of a deficiency greater or less than that notice of which has

8 been mailed to the taxpayer, despite the provisions of section

9 272 (f) prohibiting the determination of additional deficien-

10 cies, and whether or not the taxpayer has theretofore filed

11 a petition with the Board of Tax Appeals. The Commis-

12 sioner shaH notify the Board of the amount of such assess-

18 meant, if the petition is filed with the Board before the

14 making of the assessmnient or is subsequently filed, and the

15 Board shall have jurisdiction to redetermine the entire

16 amount of the deficiency and of all amounts assessed at the

17 same time in connection therewith.

18 (4) AMOUNT AS mABLH Anu DBIoIuoN OF

19 BoA.-If the jeopardy assessment is made after the deci-

20 sion of the Board is rendered such assessment may be made

21 only in respect of the deficiency determined by the Board

22 in its decision.

23 (e) EXPMATION OF RioH TO Assmx.-A jeopardy

24 assessment may not be made after the decision of the Board
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I has become final or after the taxpayer has filed a petition

2 for review of the decision of the Board.

3 (f) BOND TO STAY OOLLEOTION.--When a jeopardy

4 assessment has been made the taxpayer, within 10 days

5 after notice and demand from the collector for the pay-

6 ment of the amount of the assessment, may obtain a stay

7 of collection of the whole or any part of the amount of

8 the assessment by filing with the collector a bond in such

9 amount, not exceeding double the amount as to which the

10 stay is desired, and with such sureties, as the collector

11 deems necessary, conditioned upon the payment of so much

12 of the amount, the collection of which is stayed by the

13 bond, as is not abated by a decision of the Board which

14 has become final, together with interest thereon as provided

15 in section 297.

16 (g) SAMF--FURTHER CONITIONS.-If the bond is

17 given before the taxpayer has filed his petition with the

18 Board under section 272(a), the bond shall contain a

19 further condition that if a petition is not filed within the

20 period provided in such subsection, then the amount the

21 collection of which is stayed by the bond will be paid

22 on notice and demand at any time after the expiration

23 of such period, together with interest thereon at the rate

94 of 6 per centum per annum from the date of the jeopardy
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1 notice and demand to the date of notice and demand under

2 this subecon.

8 (h) W~nvu OF STAY.-Upon the of the bond

4 the ollection of so much of the amount caused as is oov6-

5 ered by the bond shall be stayed. The taxpayer shall have

6 the right to waive such stay at any time in respect of the

7 whole or any part of the amount covered by the bond, and

8 If as a result of such waiver any part of the amount covered

9 by the bond is paid, then the bond shall, at the request of

10 the taxpayer, be proportionately reduced. If the Board

11 determines that the amount assessed is greater than the

12 amount which should have been assessed, then when the

13 decision of the Board is rendered the bond shall, at the

14 request of the taxpayer, be proportionately reduced.

15 (i) COLLECTION OF UNPAID AMouNn.-Whon the

16 petition has been filed with the Board and when the amount

17 which should have been assessed has been determined by a

18 decision of the Board which has become final, then any

19 unpaid portion, the collection of which has been stayed by

20 the bond, shall be collected as part of the tax upon notice

21 and demand from the collector, and any remaining portion

22 of the assessment shall be abated. If the amount already

23 collected exceeds the amount determined as the amount

24 which should have been assessed, such excess shall be

g5 credited or refunded to the taxpayer as provided in section



199

1 322, without ie filing of claim therefor. If the amount

2 determined as the amount which should have been a ed

8 is greater than the amount actually assessed, then the dif-

4 ferenoe shall be assesed and shall be collected u art of the

5 tax upon notice and demand from the collector.

6 (j) CLAIMS IN AiATcIuMNT.-No claim in abatement

7 shall be flod in respect of any assessment in respect of any

8 tax imposed by this title.
9 BC. 274. BANKRUPTCY AND RSCEIVXR8U/PS.

10 (a) I WUT nTS A mS MJ .- Upon the adjudio

11 tion of bankruptcy of any taxpayer in any bankruptcy pro-

12 feeding or the appointment of a receiver for any taxpayer

13 in any receivership proceeding before any court of the

14 United States or of any State or Territory or of the District

15 of Columbia, any deficiency (together with all interest, addi-

16 tional amounts, or additions to the tax provided for by law)

17 determined by the Commissioner in respect of a tax imposed

18 by this title upon such taxpayer shall, despite the restrictions

19 imposed by section 272 (a) upon assessments be immediately

20 assessed if such deficiency has not theretofore been assessed

21 in accordance with law. In such eases the trustee in bank-

22 ruptcy or receiver shall give notice in writing to dae CoM-

23 missioner of the adjudication of bankruptcy or the appoint-

24 meant of the receiver, and the running of the statute of limi-

25 tat n on the making of a amt shall be suspended
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i for as. period from the date of adju-diatio in bankruptcy

2 or th appointment of th receiver to a date 80 day. after

3 t da un which the noti from the rue or receiver
4 it reoei by the CommW*Moe; but dh suspenion undw

5 this seen &all ino oma be fora peri in a u of
6 two year,. Claims for the deficiency an such in-

7 terest, additional amount ad additiosm to the tax may be

8 presented, for adjudication in accordance with law, to the

9 court before which the bankruptcy or receivership proceeding

10 is pending, despite 'the pendency of proceedings for the redo-

11 termination of the deficiency in pursuance of a petition to the

12 Board; but no petition for any such redetermination shal be

13 filed with the Board after the adjudication of bankruptcy or

14 the appointment of the receiver.

15 (b) UNPAID CLAM.-Any portion of the claim

16 allowed in such bnkruptcy or receivership proceeding

17 which is unpaid shall be paid by the taxpyer upon notice

18 and demand from the collector after the termination of such

19 proceeding, and may be collected by distraint or proceeding

20 in court within six years after termination of such proceed-

21 ing. Extensions of time for such payment may be had in

22 the same manner and subject to the same provisions and

23 limitations as are provided in section 272 (j) and section

24 296 in the case of a deficiency in a tax imposed by this title.
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I SEC. 12L PERIOD Of LIMITATION UPON ASSSMENT

AND COLLECTION.

3 Except as provided in etlon 276--

. (a) Gam L RuLL-The mount of income taxes

5 imposed by this title shl be med within two three years

6 after the return was filed, and no proceeding in court with-

7 out amemnent for the collection of such taxes uhall be begun

8 after the expiration of such period.

9 (b) R uQueT FoB Nounr As8sMMTi.-In the

10 case of income received during the lifetime of a decedent, or

11 by his estate during the period of administration, or by a

12 corporation, the tax shall be assessed, and any proceeding

13 in oourt without assessment for the collection of such tax

14 shall be begun, within ee yer eiyhleen monMh after writ-

I- ten request therefor (filed after the return is made) by

16 the executor, administrator, or other fiduciary representing

17 the estate of such decedent, or by the corporation, but not

ii ' after the expiration of we three years after the return was

19 filed. This subsection shall not apply in the case of a

20 corporation unless-

21 (1) Such written request notifies the Commis-

22 sioner that the corporation contemplates dissolution at

23 or before the expiration of such year 18 montU period;

24 and
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1 (2) The dissolution is in good faith begun before

2 the expiration of such y.W 18 mov period; and

8 (8) The disolution is completed.

4 (o) Oxviwo m Fo Gosi INcom.-lf #6 taO .

5 payer omits fromt grow inone an amount properly indudibk

3 therein which is i em o 25 per m-nhm of the amount of

7 group iname stated in the return, the tax may be abused,

8 or a promeding in court for the coll1ction of sac tax may

9 be begun widhut wsewaent, at any time within 5 years after

10 the return was ftd.

11 (d) For the purposes of dbcAions (a), (b), and (c) a

12 return fled before dwa day preribed by law for doe

13 fding th eof h be i af dad on uc lat day.

14 -(el- (e) COJeoIINATION AND SIARESOLDK..-If a

15 corporation makes no return of the tax imposed by this title,

1 but each of the shareholders includes in his return his dis-

17 tributive share of the net income of the corporation, then

18 the tax of the corporation shall be assessed within four years

19 after the last date on which any such shareholder's return

20 was filed.

21 s8C. 2M SAME-EXCEPTION&

22 (a) FALsi RniwUs On No RwruRN.-In the case of

23 a false or fraudulent return with intent to evide tax or of

24 a failure to file a return the tax may be asssed, or a pro
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I ceeding in cvurt for the collection of such tax may be begun

2 without assessmneut, at any time.

8 (b) WmvJum.-Where before the expiration of the

4 time prescribed in section 275 for the ament of the tar,

5 both the Couunimionor and the taxpayer have consented in

6 writing to its assessment after such time, the tax may be

7 assumed at any time prior to the expiration of the period

8 agreed upon. The period so agreed upon may be ezten ied

9 by subsequent agreements in writing made before the expire-

10 tion of the period previously agreed upon.

11 (c) CoLuw o Anm Asa aaM NT.-Where the

12 assessment of any income tax imposed by this tidle has been

13 made within the period of limitation properly applicable

14 thereto, such tax may be collected by distraint or by a pro-

15 ceeding in court, but only if begun (1) within six years

16 after the assessment of the tax, or (2) prior to the expira-

17 tion of any period for collection agreed upon in writing'by

18 the Commi-sioner and the taxpayer before the expiration of

19 such six-year period. The period so agreed upon may be

20 extended by subsequent agreements in writing made before

21 the expiration of the period previously agreed upon.

22 SEC. M77. SUSPENSION OF RUNNING OF STATUTE.

28 The running of the statute of limitations provided in

24 section 275 or 276 on the making of assessments and the
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1 beginning of distraint or 4 proceeding in court for co--selo,
S in ptW of any deficienoy, shall (after the m o a

8 node under setion 272 (a)) be suspended for the period

4 during which the Commisoer is prohibited from

the assesment or beginning distrain or a proceeding in

. court (and in any event, if a proding in roped of th

def e is placed on the docket of the BoA until the

Sdecion of the Board becomes final), and for sixty days

9 thereafter.

Sunpmet M-Intart ad Additkmu to the Tax

SEC. ML FAJLUR TO VILERETURN.

In case of any failure to make and file a return required

".4 by this title, within the time prescribed by law or preoribed

14 by the Commissioner in pursuance of law, 25 per centum of

15 the tax shall be added to the tax, except that when a return

16 is filed after such time and it is shown that the. failure to

i1 file it was due to reasonable cause and not due to willful

18 neglect no such addition shall te made to the tax. The

19 amount so added to any tax shall be collected at the same

S0 time and in the same manner and as a part of the tax unless

21 the tax has been paid before the discovery of the neglect,

22 in which case the amount so added shall be collected in the

28 same manner as the tax. The amount added to the tax

24 under this section shall be in lieu of the 25 per centum addi-

25 tion to the tax provided in section 3176 of the Revised

26 Statutes, as amended.
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5 shHbeoeddaspt ofj4 Wbengote of 6 per

6 Oentum Per anum biptbso pebqd th payment

7 of On tx (o, 9the ltax i lp~ W iatap, from the

0, date prescrbw for the payment of the Zr.& kwsallment) to

0 the do * t~40Wcyi's Ah sse or,iasthce of waiver
10 090 q .4 (d)., to the ti, dayf 4 tthqh l of
1! such. waiver or to the 4ate the deficiency is amsed which-

iS ever i0 the e.Upr.

1 89C. V AVIP IN8 TO =9 TAX IN. MAX OIf DXFPJC1NCY.

14 (a) Nmuovmox,-If any pat of ny deficiency is

15 due to negligent or intentional disregard of rules and

16 regulp4oa; bot 1withut intent tq defraud, 5 per centum of

17 the qtai iunt of tho depciency (iq addition to such

18 d, Oey) lW be aee olethe, a sd p04 in the same
19 mann or ao if it were a doflci~ecy, oxept tht the provisions

20 of pooon P72 (i), To44 to the prorating of a deficiency,

21 a04of Bcad,* 292,- re1fti, to interest on deficieu me, shall

22 140t be ajppliqNq4

28 M (b) F, u-.- r any part of tqy defcionq is due to

2 d toth ent f tho ecey (i tu i0 per, otuc of the,
25 total amount of the deficiency (in addition to such de&t
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8 Sl7 01th Revied Stau , as ammd.

4 s3C. *L ADDmONS TO THU TAX IN CAB OF NOX
5 I'AYMIST.

S (a) TAx Sww ox RnmW.-

7 (1) bmmaML zMA---Where the amount deter-

8 m d by th taxyer the ax imposed by this tit,

9 or any installment thereof, or any pat of su"h amount

10 or ina b no paid on beore thedater-

II scribed for its payment, there shall be collected As a

12 pat of the tax, interest upon suoh unpaid amount at the

18 rate of 1 per oentum a month from the date presmribed

14 for its payment untl it ispld.

15 (2) IF UXTWSION G NT .--WheM an ex-

16 ten of time for payment of the amount so deter-

17 mined as the tax by the taxpayer, or any installment

18 thereof, has been panted, and the amount the time for

19 payment of which hm been extended, and the interest

20 thereon determined under section 295, is not paid in

21 full prior to the expiration of the period of the extenion,

22 then, in lieu of the interest provided for in pa ph

23 (1) of this subsecton, interest at the rate of 1 per

24 centum a month shall be collected on such unpaid



S amount fhrm f the At_ of cthe period of

2 doua-ms uatnl it isPd.

I (b) Vws-uxo.-When ddoiecay, or any

4 iums e d a un ed In n there

5 with under tion 292, or under ion 298, or any add-

6 ti th zin ce i delinquency provided for in action

7 291, is not paid in full within ten days from the due of

8 notice and demand from, the ooleoor, there shall be collected

9 a pn o the tax, interest upon the unpad amount at the

10 rue of I per oentum a month from the date of such notice

11 and demand until it in paid. If any prt of a deficiency

12 prorated to any unpaid installment under section 272 (i) h

18 not pid in full on or before the date prscribed for the pay-

14 ment of such installment, there shall be collected as part of

15 the tax interest upon the unpaid amount at the rate of 1 per

16 eetum a month from such date until it is paid.

17 (c) Fnuoiuaim.-For any period an estate is held

18 by a fiduciary appointed by order of any court of competent

19 jursdiction or by will, there shail be collected interest at the

20 rate of 6 per centum per annum in lieu of the interest

21 provided in subsections (a) and (b) of this section.

22 (d) Fanro oir JoPARY BOiD.--If a bond is filed,

28 as provided in section 278, the provisions of subsections

24 (b) and (c) of this section shall not apply to the amount

25 covered by the bond.
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11 SEC. 29L TIME EXTENDED FOR PAYMENT OF DFICJENCy,

4 If the time for the payment of any prt of a defaiency

18 is extended there sh be lleodu a a put of the tax,

14 interest on the pat of the deficiency the time for paYlMet

15 of which is so extended, at the rt of 6 per oentLm per

16 annum" for the period of the ewowuu, and no other interest

17 shall be collected on such part of the 4a&4euoy for suoh

18 period. If the part of the deficeuy the time for pma ent

19 of which is so extended is not paid in aceordanue with the

20 termr of the extension, there sbafl be vollected, as a part of

21' the tax, interest on such unfed amount at the rats of 1

22 per centum a month for the period from the time fixed by.

2S the term of the extension for its payment until it is paid,

24 and no other interest shall be cole d on such Unpaid

25 amount for such period.
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2 In the oae of the amount ootleoted under setion

8 273 (i) there shall be collected at the ame time as mob

4 amount, and as a pt of h.tax, interest at the rate of 6 per

5 centum per annum upon such amount from the date of the

6 jeopardy notice and demand to the date of notice and demand

7 under section 273 (i), or, in the case of the amountoollece

8 in excess of the amount of the jeopardy asemnent, interest

9 u provided in section 292. If the amount included in the

10 notice and demand from the collector under section 278 (i)

11 is not paid in full within ten days after such notice and

12 demand, then there shall be collected, as part of the tax,

18 ' interest upon the unpaid amount at the rate of 1 per oentum

14 a month (or, for any period the estate of the taxpayer is held

15 by a fiduciary appointed by any court of competent jurisdio.

16 tion or by will, at the rate of 0 per cenum per annum) from

17 the date of such notice and demand until, it is paid.

18 SEC. 29. BANKRUPTCY AND RBCEIVURSIiPS.

19 If the unpaid portion of the claim allowed in a bank-

20 ruptcy or receivership proceeding, as provided in section 274,

21 is not paid in full within ten, days from the date of notice

22 and demand from the collector, then there sal be collected

23 as a part of such amount interest upon the .unpaid portion

24 thereof at the rate of 1 per centum a month roJm the date

25 of such notice and demand until payment.

J. 53052-14
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1 SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM

2 UNITED STATES.

3 For additions to tax in case of leaving the United States

4 or concealing property in such manner as to hinder collection

5 of the tax, see section 446 145.

6 Supplement N - Claims against Transferees and

7 Fiduciaries

8 SEC. 311. TRANSFERRED ASSETS.

9 (a) METHOD OF COLLETIO.-The amounts of the

10 following liabilities shall, except as hereinafter in this section

11 provided, be assessed, collected, and paid in the same man-

12 ner and subject to the same provisions and limitations as in

13 the case of a deficiency in a tax imposed by this title (includ-

14 ing the provisions in case of delinquency in payment after

15 notice and demand, the provisions authorizing distraint and

16 proceedings in court for collection, and the provisions

17 prohibiting claims and suits for refunds) :

18 (1) TRANSFEREE.-The liability, at law or in

19 equity, of a transferee of property of a taxpayer, in

20 respect of the tax (including interest, additional

21 amounts, and additions to the tax provided by law)

22 imposed upon the taxpayer by this title.

23 (2) FMnucUiAnf.-The liability of a fiduciary

24 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

2 taxpayer.

3 Any such liability may be either as to the amount of tax

4 shown on the return or as to any deficiency in tax.

5 (b) PERIOD OF LiMITATION.-The period of limita-

o tion for assessment of any such liability of a transferee or

7 fiduciary shall be as follows:

8 (1) In the case of the liability of an initial trans-

9 feree of the property of the taxpayer,-within one

to year after the expiration of the period of limitation for

11 assessment against the taxpayer;

12 (2) In the case of the liability of a transferee of

13 a transferee of the property of the taxpayer,-within

14 one year after the expiration of the period of limitation

15 for assessment against the preceding transferee, but

16 only if within three years after the expiration of the

17 period of limitation for assessment against the tax-

18 payer;-

19 except that if before the expiration of the period of limitation

20 for the assessment of the liability of the transferee, a court

21 proceeding for the collection of the tax or liability in respect

22 thereof has been begun against the taxpayer or last preceding

23 transferee, respectively,-then the period of limitation for

24 assessment of the liability of the transferee shall expire oi

25 year after the return of execution in the court proceeding.
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1 (3) In the case of the liability of a fiduciary,-

2 not later than one year after the liability arises or not

8 later than the expiration of the period for collection

4 of the tax in respect of which such liability arises,

5 " whichever is the later.

6 (c) PEIOmD FOR ASSESSMENT AGAINST TAX-

7 PAYE.-For the purposes of this section, if the taxpayer is

8 deceased, or in the case of a corporation, has terminated its

9 existence, the period of limitation for assessment against the

10. taxpayer shall be the period that would be in effect had the

ti death or termination of existence not occurred.

12 (d) SUSPENSION OF RUNNING OF STATUTE* OF

13. LIMITATIONS.--The running of the statute of limitations

14 upon the assessment of the liability of a transferee or

15 fiduciary shall, after the mailing to the transferee or fiduciary

16- of the notice provided for in section 272 (a), be suspended

17 for the period during which the Commissioner is prohibited

18 from making the assessment in respect of the liability of the

19 transferee or fiduciary (and in any event, if a proceeding in

20 respect of the liability is placed on the, docket of the Board,

21 until the decion of the Board becomes final), and for sixty

22 days thereafter.

23 (e) ADDREas FoB NoricE OF I ,AILITY.-In the
24 absence of notice to the Commissioner under section 312 (b)
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e' of the existence of a fiduciary relationship, notice of liability

2 enforceable under this section in respect of a tax imposed

3 by this title, if mailed to the person subject to the liability at

4 his last known address, shall be sufficient for the purposes of

5 this title even if stch person is deceased, or is under a legal

6 disability, or, in the case of a corporation, has terminated its

7 existence.

8 (f) DEFINITIO oF "T.a sFJsm".-As used in

9 this section, the term "transferee" includes heir, legatee,

10 devisee, and distributee.

11 SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

12 (a) FDuoARY oF TAXPAYE.-Upon notice to the

13 Commissioner that any person is acting in a fiduciary

14 capacity such fiduciary shall assume the powers, rights,

15 duties, and privileges of the taxpayer in respect of a tax

16 i!pospd by this ,title (excqp, as otherwise specifically pro.

17 vided and except that the tax shall be coated ropm tho

18 estate of the taxpayer), ,intil notice is given that the

19 fiduciary cappaty has termined.

20 (b) Fwmvowa or TnWuwm .7Upon notice to

2L (he. Commissioner that any, person is, acting in -a fidciary

22 capacity for a person subject to the liability specified in

23 section $11, the fiduciary shal assume, on behalf of such

24 person, the powers, right%, duties, 4nd privileges of such
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1 person under such section (except that the liability shall

2 be collected from the estate of such person), until notice

8 is given that the fiduciary capacity has terminated.

4 ' (c) ] n OF NonrcB.-Notice under subsection

5 (a) or (b) shall be given in accordance with regulations

6 prescribed by the Commissioner with the approval of the

7 Secretary.

8 Supplement 0--Overpayments

9 SEC. 321. OVERPAYMENT OF INSTALLMENT.

10 If the taxpayer has paid as an installment of the tax

11 more than the amount determined to be the correct amount

12 of such installment, the overpayment shall be credited against

13 the unpaid installments, if any. If the amount already paid.

14 whether or not on the basis of installments, exceeds the

15 amount determined to be the correct amount of the tax, tlhe

16 overpayment shall be credited or refunded as provided iu

17 section 822.

18 SEC. 2 REFUNDS AND CREDITS.

19 (a) AUTHORIZATION .- Where there has beon an

20 overpayment of any tax imposed by this title, the amount

21 of such overpayment shall be credited against any income,

22 war-profits, or excess-profits tax or installment thereof then

23 due from the taxpayer, -and any balance shall be refunded

24 immediately to the taxpayer.
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(b) LImITATION ON ALLOWANCB.--

2 -(4)- i*&O oP LMITATI.:o, N3 ifiek emedit 6*
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6 (1) PERIOD OF LIMITATION.-Unless a claim

7 for credit or refund is filed by the taxpayer within three

8 years from the time the return was filed by the taxpayer,

9 or within two years from the time the tax was paid, no

10. credit or refund shall be allowed or made after the

I1 expiration of whichever of such periods expires the

12 later. If no return is filed by the taxpayer, then no

13 credit or refund shall be allowed or made after two

14 years from the time the tax was paid, unless before the

i0 expiration of such period a claim therefor is filed by

16 the taxpayer.

17 (2) LIMT ON AMOUNT OF CREDIT OR

18 REFuND.-The amount of the credit or refund shall not

19 exceed the portion 'of the tax paid during the twe three

20 years immediately preceding the filing of the claim,

21 o* or, if no claim was filed, then during the two three

22 years immediately. preceding the allowance of the

23 credit or refund.
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(0) EFFECT OF PARTITION TO BoAI.--If the Corn-

2 missioner has mailed to the taxpayer a notice of deficiency

:1 under section 272 (a) and if the taxpayer files a petition

4 with the Board oi Tax Appeals within the time prescribed

5 in such subsection, no credit or refund in respect of the tax

0 for the taxable year in respect of which the Commissioner

7 has determined the deficiency shall be allowed or made and

8 no suit by the taxpayer for the recovery of any part of such

9 tax shall be instituted in any court except-

10 (1) As to overpayments determined by a decision

11 of the Board which has become final; and

12 (2) As to any amount collected in excess of an

13 amount computed in accordance with the decision of

14 the Board which has become final; and

15 (3) As to any amount collected after the period

16 of limitation upon the beginning of diatraint or a pro-

17 ceedi~g in uourt for collection has expired; but in aiy

18 such claim for credit or refund or in any such suit for

19 refund the decision of the Board which has become

20 final, as to whether such period has expired before the

21 notice of eficiency was mailed, sall be conclusive.

22 .(d) OVERPAYMENT FOUND BY. BOARD.-If the

23 Board finds that there is no deficiency and further fiids

24 that the taxpayer has made an overpayment of tax in
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1 respect of the taxable year in respect of which the Cqm-

2 missioner determined the deficiency, the Board shall have

3 jurisdiction to determine the amount of such overpayment,

4 and such amount shall, when the decision of the Board 4as

5 become final, be credited or refunded to the taxpayer. No

6. such credit or refund shall be made of any portion of the tax

7 unless the Board determines as part of its decision thaS it

8 was paid mee tm twe within three years before the

9 of the claim or the filing of the petition, whichever is earlier.

10 (e) TAx WITHHELD AT SOURcE.-For refund, or

11 credit in case of excessive withholdingat the source, see

12 section 14-(. 142(e).

13 TITLE IA-ADDITIONAL INCOME TAXES

14 SEC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

15 (a) IMPOSITION OF TAx.-There shall be levied, col-

16 lected, and paid, for each taxrable year, upon the und4-

17 tributed adjusted net income of every personal holding com-

18 pany a urtax equal to the sum of the following:

19 (1) 30 per centum of the amount thereof not in

20 exces of $100,000; plu

21 (2) 40 per centum of the amount thereof in excess

22 of $100,000.

23 (b) DEFINITION.-As used in this ttle-

24 (1) The term "personal holding company"

25 means any corporation (other than a corporation
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1 exempt from taxation under section 101, and other than

2 a bank or trust company incorporated under the laws

8 of the United States or of any State or Territory, a

4 substantial part of whose business is the receipt of

5 deposits, and other than a life-insurance company)

6 if-(A) at least 80 per centum of its gross income for

7 the taxable year is derived from royalties, dividends,

8 interest, annuities, and (except in the case of regular

9 dealers in stock or securities) gains from the sale of

10 stock or securities, and (B) at any time during the

11 last half of the taxable year more than 50 per centum

12 in value of its outstanding stock is owned, directly or

18 indirectly, by or for not more than five individuals.

14 For the purpose of determining the ownership of stock

15 in a personal holding company-(C) stock owned,

16 directly or indirectly, by a corporation, partnership,

17 estate, or trust shall be considered as being owned pro-

18 portionately by its shareholders, partners, or benefici-

19 aries; (D) an individual shall be considered as own-

20 ing, to the exclusion of any other individual, the stock

21 owned, directly or indirectly, by his family, and this

22 rule shall be applied in such manner as to produce the

23 smallest possible number of individuals owning, directly

24 or indirectly, more than 50 per centum in value of the

25 outstanding stock; and (E) the family of an individual

26 shall include only his brothers and sisters (whether by
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1 the whole or half blood), spouse, ancestors, and lineal

2 descendants.

3 (2) The term "undistributed adjusted net in-

4 come" means the adjusted net income minus the sum of:

5 (A) 20 per centum of the exrce&s of th ad-

6 justed net income over the amount of the dividend

7 deduction allowed under section 23(p);

8 (B) A reasonable amount used or set aside

9 to retire indebtedness incurred prior to January 1,

10 1934; and

11 (C) Dividends paid during the taxable year.

12 (3) The term "adjusted net income" means the

13 sum of:

14 (A) The net income; and

15 (B) The amount of the dividend deduction

16 allowed under section 28(p);

17 minus the sum of:

18 (C) Federal income, war-profits, and exess-

19 profits taxes paid or accrued, but not including the

20 tax imposed by this section; and

21 (D) Contributions or gifts, not otherwise

22 allowed as a deduction, to or for the use of donees

28 described in section 23(o) for the purposes therein

24 specifled.

25 (4) The terms used in this section shall have the

20 same meaning as when used in Title I.
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1 (c) ADMINISTRATIVE PROVISIONS.-AUI provsions

2 of law (including penalties) applicable in respect of the taXC

3 imposed by Title I of this Act, shall insofar as not inconsistent

4 with this section, be applicable in respect of the tax imposed

5 by this section, except that the pro6,sions of section 181 of

6 that title shall not be applicable.

7 (d) PAYMENT OF SURTAX ON PRO RATA SHARES.-

8 The tax., imposed by this section shall not apply if all the

9 shareholders of the coIoration indiule (at the time of filing

10 their returns) in their jro&m inneU(i, their entire pro rata

11 shares, whether distributed or not, of the adjustedd net

J 12 income" of the corporation for such year. Any amount $o

18 included in the gross income of a shareholder shall be treated

14 as a dividend received. A1iiy subequent distrilution made

15 by the corporation out of earnnins or profits fn such tavxaIe

16 year shall, if distributed to any shareholder who has ;

17 included in his gross income hi. pro rata .share, be exempt

18 from tax in the amount of the share so included.

19 (e) IMPROPER ACCUMULATION OF SURPLUS.-For

20 surtax on corporqtioe which accumulate wrplus to avoid

21 surtax on stockholders, see section 102.

22 TITLE II-AMENDMENTS TO ESTATE TAX

28 SEC. 401. REVOCABLE TRUSTS.

24 Section 302(d) of the Revenue Act of 1926 i8 amended

25 to read as follows:
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1 "(d) (1) To the extent of any interest therein of which

2 the decent ha8 at any time made a transfer, by trust or

3 otherwim, where the enjoyment thereof was subject at the date

4 of his death to any change through the exercise of a power,

5 either by the decedent alone or in conjunction with any per-

6 son, to alter, amend, or revoke, or where the deedent relin-

7 quished any such power in contemplation of his death, except

8 in case of a bona fide sale for an adequate and full considera-

9 lion in money. or money's worth.

10 "(2) For the purposes of this subdivision the power

11 to alter, amend, or revoke shall be considfeed to exis on the

12 date of the deoededs death even though the exer of the

18 power i* subject to a precedent ving of noti" or even

14 though the alteration, amendment, or revocation takes effect

15 only on the epiration of a stated period after the exercise

10 of Me power, whether or not on or before th date of the

"17 decednsdeath notice has been given or the power hs been

18 exercised. In such cases proper adjustment shall be made

19 representig the interests which would have been ecuded

20 from the power if the decedent had lived, and for uch pur-

21 pose if the notice has not been given or the power has not

22 been exerced on or before the date of his death, such notice.

28 shall be considered to have been given, or the power exercised,

24 on the dat of hideath.
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1 "(3) The relinquishment of any such power, not admit-

2 ted or shown to have been in contemplation of the decedent's

$ death, made within two years prior to his death without

4 such a consideration and affecting the interest or interests

5 (whether arising from one or more transfers or the creation

6 of one or more trusts) of any one benefiiary of a value or

7 aggregate value, at the time of such death, in excess of

8 $5,000, then, to the extent of such excess, such relinquish-

9 meant or relinquishments shall, unless shown to the contrary,

10 be deemed to have been made in contemplation of death

11 within the meaning of this title;"

Norz.--Section 802(d) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

Szo. 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, tangible or intangible, wherever situated-

* S S * S S

(d) (1) 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 a 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.

(5) For the purposes of this ubdivision the power to alter, amend, or
revoke shall be e idered to evist on the date of the decent's death even
though the exercise of the power isu ted to a precedent giving of notice or
even though the alteration, amendment, or revocation take. effiet only on
the expiration of a stated eriod after the exercise of the power, whether or
not on or bYore the date oJ the decedent's death note ha been given or the
power has been e ercised, In suck ea os proper a4justmenW shal be made
representing the interests which would have been eluded from the power if
the decedent had lived and for such purpose if the notice ha not been given
or the power has not been exercised on or before the date of his death, suh
notice shaU 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 bIA eke. 4he emetmeM el "k At 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) ofan
one beneficiary of a value or aggregate value, at the time of such death,
in excess of $5,000O then, to the extent of such excess, such relinquishment
or relinquishments sW be shall, unless shown to the contrary, tie deemed
to have been made in contemplation of death within the meaning of this
title;
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1 SEC. 402. PRIOR TAXED PROPERTY.

2 Paragraph (2) of subdivision (a) and paragraph

3 (2) of subdivision (b) of section 303 of the Revenue Act

4 of 1926, as amended, are amended by inserting before the

5 period at the end of the second sentence of -each such para-

6 graph a comma and the following: - and only if in determin-

7 ing the value of the net estate of the prior decedent no deduction

8 was allowable under this paragraph in respect of the property

9 or property given in exchange therefor

NoTE.---Section 303 (a) (2) and 303 (b) (2) of the Revenue Act of
1926 will, after the above insert, read as follows:

Sze. 303. For the purpose of the tax the value of the net estate
shall be determined-

(a) in the case of a nonresident by deducting from the value of the
gross estate-

(2) An amount equal to 'the value of any roperty (A) form-
ing a 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 $ift 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 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 an estate tax imposed 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 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 the decedent's
gross ese estate, and only if in dtermining the vlue of the net estate
of the prior decedent no ddudion um allowable under thie paragrapA in
resped of the property or property given in exchange therefko. Where
a deduction was allowed of any mortgage or other lien in determining
the gift tax, or the estate tax of the prior decedent, which was paid
in whole or inpart prior to the decedent's death, then the deduction allow-
able under this paragra h shall be reduced by the amount so paid. The
deduction allowable under this aragraph shall be reduced by an amount
which bears the same ratio to &e amounts allowed as deductions under
paragraphs (1) (3) and (4) of this subdivision as the amount otherwise
eductible under this paragraph bears to the value of the decedent's

gross estate. Where the property referred to in this paragraph consists
of two or more items the aggregate value of such items shall be used for
the purpose of computing the deduction.

* * * * * * *

(b) In the case of a nonresident, by deducting from the value of that
Vpart of his gross estate which at the time of his death is situated in the

United States-
$ $ $ $$
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(2) An amount equal to the value of any property (A) forming
part of the gross estate situated in the United Stated of any person who
died 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 ac uired
in exchange for property so received. This deduction shail be allowed
only where a gift tax imposed under the Revenue Act of 1932, or an
estate tax imposed 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 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 S4Mee
States, and only *f in dtermining the alue of the n. estate of $he prior
decedent no deduition uw allowable under this paragraph in respect oj
the pr perfy or property given in exchange there o. Where a deduction
was allowed of any mortgage or other, 'en in determining the 'ft tax,
or the estate tax of the prior decedent, which was paid in who e or in
part prior to the decedent's death, then the deduction allowable under
this paragraph shall be reduced by the amount so paid. The deduction
allowable under this paragraph shall be reduced by an amount which
bears the same ratio to the amounts 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
gross estate which at the time of his death is situated in the United
States. Where the property referred to in this paragraph consists of
two or more items the aggregate value of such items shall be used for
the purpose of computing the deduction.

Nom,--See also the amendments proposed to the above provisions
by section 408 of this bill.

SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS.

2 (a) Section 303(a) of the Revenue Act of 1926, as

3 amended, is amended by striking out "In the ease of a

4 resident" and insmerting in lieu thereof "In the case of a

5 citizen or resident of the United States ".

NoT.-Section 303(a) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

SzeC. 808. For the purpose of the tax the value of the net estate shall
be determined-

(a) In the case of a citizen or resident of the Uniedj Vtates, by de.
ductin from the value of the gross estte-

6 (b) Section 803(b) of such Act, as amended, is

7 amended by striking out "In the Case of a nonrejn"

8 and insmrting in lieu thereof "In the ase of a nonresident

9 not a citizen of the United State ".
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Nor.-Section 808(b) of the Revenue At of 1926 will, after the
above amendment, read as follows:

(b) In the case of a nonresident not a oitism of the, United Stat,
b deducting from the value of.that part of his gross estate which .t
the time of his death is situated in the-United States-(1) **

I(a) Section 801"(c) of such Act, a amended, is8

2 amended by striking out "in the case of a nonresident"

3 and inerting in lieu thereof "in the case of a nonreid t

4 not a citizen of the United States ".

Nor--Section 808(o) of the Revenue Act of 1926 will, after the
aboa'e amendment, read as follows:

(o) No reduction shall be allowed in the case of a nonresident not a
citizen of the United State unless the executor includes in the return
required to be filed under section 804 the value at the me of his death
of that part of the gross estate of the nonresident not situated in the
United States.

5 (d) Section 803(d) and (e) of such Act, as

6 amended, are amended by striking out the phrase "non-

7 resident decedent" wherever such phrase appears in such

8 subdivitsions and inserting in lieu thereof in each case "non-

9 resident not a citizen of the United States".

NoT.-Section 303(d) and (e) of the Revenue Act of 1926 will,
after the above amendment read as follows:(d) For the purpose of this title, stock in a domestic cor action
owned and held by a nonresident deeedeM not a citizen of t1 United

tate shall be deemed propert 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 (d) of section 302 shall
be deemed to be situated in the United States, if so situated either at
the time of the transfer, or at the time of the decedent's death. For
the purposes of this title, a relinquishment or promise relinquishment
of dower, curtesy, or of a statutory estate created in lieu of dower or
curtesy, or of other marital rights in the decedent's property or estate,
shall not be considered to any extent a consideration "in money or money's
worth."

(e) The amount receivable as insurance upon the life of a non-
resident deedea not a citizen Qf the Ue" tatee and any moneys
deposited with any person carrying on the banking business, by or for
a nonresident deeedei not a citizen of te USnitemd a who was not
engaged 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. 53052-15
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I (e) Section 304(a) and (b) of such Act, as

2 amended, are amended by striking out "nonresident"

B wherever such word appears and inserting in lieu thereof

4 in each case "nonresident not a citizen of the United States ".

Nor.-Section 804(a) and (b) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

Stc. 804. (a) The executor, within two months after the dece-
dent's death, or within a like period 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 in
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 nwt. a citisi
V tl United States of that part of his gross estate situated in the

united States; (2) the deductions allowed under section 808; (8) the
value of the net estate of the decedent as defined in section 808; 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 a cit4en o/ te 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 holding a legal or beneficial interesttherein, and upon notice from the collector such person shall in likemanner make a return as to such part of the gross estate.

5 (f) Section 403 of the Revenue Act of 1982 is amended

6 by striking out "resident decedent" and inserting in lieu

7 ttereof "citizen or resident of the United States ".

NoTz.-Section 403 of the Revenue Act of 1932 will, after the above
amendment, read as follows:

SEC. 48. 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),
as the tax imposed by section 301 (a) of the Revenue Act of 1926, except
that in the case of a -eesiteM deeede citizenorresident oJthe UnitedState
a return sllU be required if the value of the gross estate at the time of the
decedent's death exceeds $50,000.
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1 SEC. 404 REAL ESTATE SITUATED OUTSIDE THE UNITED

2 STATES.

8 So much of section 302 of the Revenue Act of 1926

4 as reads a follows: " The value of the gross estate of the

5 decedent shall be determined by including the value at the

6 time of his death of all property, real or personal, tangible

7 or intangible, wherever situated" is amended to read as

8 follows: "The value of the gross estate of the decedent shdlI

9 be determined by including the value at the time of his death

10 of all property, real or personal, tangible or intangible,

11 wherever situated, except real property situated outside the

12 United States ".

Nom-The amendment to section 302 of the Revenue Act of 1926
made by this section consists of the addition of a comma and the words
"except real property situated outside the United States .

13 SEC. 405. ESTATE TAX RATES.

14 (a) Section 401 (b) of the Revenue Act of 1932 is

15A amended to read as follows:

16 "(b) The tentative tax referred to in subsection (a)

17 (1) of this section shall equal the sum of the following

18 percentages of the value of the net estate:

19 "Upon net estates not in excess of * $20,000,

20 1 per centum.

21 "$10 $200 upon net estates of 1 $20,000;

22 and upon net estates in excess of O $20,000 and not
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t in excess of, $ $30,000, 2 per. centum in addition pf

2 such excess.

3 "$800 $400 upon net estates of O $30,000;

4 and upon net estates in excess of # $30,000 and not

5 in excess of O $40,000, 3 per centum in addition of

6 such excess.

7 "$600 $700 upon net estates of O $40,000;

8 and upon net estates in excess of Awa C) $40,000 and not

9 in excess of 4 $50,000, 4 per centum in addition of

10 such excess.

11 "-OO0 $1,100 upon not estates of $4O.00 $50,000;

12 and upon net estates in excess of # $50,000 and not

13 in excess of O $60,000, 5 per centum in addition of

-14 such excess.

15 "9 $1,600 upon net estates of $60,000;

16 and upon net estates in excess of $60O0 $60,000 and not

17 in excess of $gg;;O.$80,000, 7 per centum in addition of

18 such excess.

19 "#5r00 $3,000 upon net estates of # $80,

20 000; and upon net estates in excess of # p80,000

21 and not in excess of 900 004 $100,000, 9 per centum in

22 addition of such excess.

23 "#4+009 $4,800 upon net estates of $loo900p 100,-

24' 000; and upon net estates in excess of #200000 $100,000
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and not in excess of A $200,000, 44 12 per centum

in addition of such excess.

"4 6O~$16,800 upon net estates of %0'9 $200,-

000; and upon net estates in excess of $4.9 4 $200,000

and not in excess of 600O9 $400;000, 43 16 per centum

in addition of such excess.

"' 4 $48,800 upon net estates of $Q00.O

$400,000; and upon net estates in excess of

$400,000 and not in excess of #90-(0 $600,000, 44 19

per centwn in addition of such excess.

"$ $86,800 upon net estates of gkkm

$600,000; and upon net estates j'n excess of .800

$600,000 and not in excess of $ $800,000, 4-- 22

per centuii in addition of such excess.
" u1,6 $130,800 upon net estates of 9 (C

$800,000; and upon net estates in excess of A

$800,000 and not in excess of # O $1,000,000, 40

25 per centum in addition of such excess.

"4 00O $180,800 upon net ,estates of

$1,000,000; and upon net estates in excess of
$1,000,000 and not in excess of , $1,500,000,

24 28 per centum in addition of such excess.
"32u4t99 $320,800 upon net estates of 22 ,

$1,500,000 ; and upon net estates in excess of
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1 $1,500,000 and not iti excess of ', $2,000,000,

2

4

6

7

8
9

10

12

13

14

15

16

17

18

19

20

21

22

28

24

25

26

31 per centum in addition of such excess.

" 4-1140 $475,800. upon net estates of

$2,000,000; and upon net estates in excess of

$2,000,000 and not in excess of 9F00WP

26 34 per centum in addition of such excess.

"O664,4 $645,800 upon net estates of

$2,500,000; and upon net estates in excess of

$2,500,000 and not in excess of 'A

- 37 per centum in addition of such excess.

"$7.0t00 $830,800 upon net estates of

$3,000,000; and "upon net estates in excess of

$3,000,000 and not in excess of 4-1 $3,500,000,

40 40 per centum in addition of such excess.

"A8U )0 $1,030,800 upon net estates of .4 1000

$3,500,000; and upon net estates in excess of $40010

$3,500,000 and not in excess of , $4,000,

4U 43 per centun in addition of such excess.

"%-w04WP0W $1,245,800 upon net estates of

0W $4,000,000; and upon net estates in excess of

$4,000,000 and not in excess of ,0 0 $4,500,000,

t 46 per centum in addition of such excess.

'~ 1~$1,475,800 upon net estates of

WO0 $4,500,000; and upon net estates in excess of
9A 00) 400$4,500,000 and not in excess of Ol0000

s5,O00O,00, 86 48 per centum in addition of such excess.

$2,500,000,

$3,000,000,
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1 "l449a $1,715,800 upon net estates of

2 OW0 $5,000,000; and upon net estates in excess of

8 At! 0 Q $5,000,000 and not in excess of

4 $6,000,000, 8 50 per centum in addition of such excess.

5,,,,#,,,,, $2,215,800 upon net estates of

6 4W9 $6,000,000; and upon net estates in excess of

7 Am0I0 $6,000,000 and not in excess of

8 $7,000,000, g0 52 per centun in addition of such excess.

9 "$2 4-90 $2,735,800 upon net estates of

10 00 $7,000,000; and upon net estates in excess of

11 2$40013 $7,000,000 and not iii excess of 21) 000

12 $8,000,000, 44 54 per eentum in addition of such excess.

13 " A%860o $3,275,800 upon net estates of $ 0 09 r

14 W00 $8,000,000; and upon net estates in excess of

15 A0w00 $8,000,000 and not in excess of

16 $9,000,000, 43 56 per centum in addition of such excess.
17 "$46000 $3,835,800 upon net estates of 9k10OW

18 09 $9,000,000; and upon net estates in excess of #1-O3O03

19 090, 46 pop -ee" iii a .d.iiit. of seo eees $9,000,000

20 and 11o in excels of $10,000,000, 58 per centurn in addi-

21 tion of such exce.

22 "$4,415,800 upon net estaies of $10,000,000; and

23 upon net estates in excess of $10,000,000, 60 per centum

24 in addition of such es." .... _
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1 (b) Section 401 (c) of the RevenueAct of 1932

2 (relating to the exmnpiom for the purposes of the additional

8 estate tax) is amended by striking out "$50,000" dnd

4 inserting in lieu thereof "$40,000 ".

NoTz.-Section 401(o) of the Revenue Act of 1932 will, after'"the
above amendment, read as follows:

(b) For the purposes of this section the value of the net estate shall
be determined " provided in Title III of the Revenue Act of 1926 as
amended, except that in lieu of the exemption of $100,000 provided in
section 303(a)(4) of such Act, the exemption shall be $O0QO $40,000.

(c) Section 403 of the Revenue Act of 1932 (relating

0 to the requirement for filing return under such additional

7 estate tax) is anwnded by striking out "$50,000" and

m inserting in lieu thereof "$40,000 ".

NoTE.-Section 403 of the Revenue Act of 1932, will, after the above
amendment, read as follows:
SEC. 40. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

Except asprovided in setion 402, the tax imposed by section 401 of
this Act shallbe assessed, collected, and paid, in the same manner, and
shall be subject 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 cf a resident decedent a return shall be required if the
value of the gro s estate at the time of the decedent's death exceeds
69o, 040,000.

9 (d) The amcndnents made by this section shall be

10 effective only with respect to transfers of estates of decedents

11 dying after the date of the enactment of this Act.

12 SEC. 406. NONDEDUCTIBILITY OF CERTAIN TRANSFERS.

13 Section 303(a) (3) and section 303(b) (3) of the

14 Revenue Act of 1)26q as amended, are amended by inserting

15 after "individual ", wherever appearing therein, a comma

16 and the following: "and no substantial part of the activities

17 of which is participation in partisan polities or is carry-

18 ing on propaganda, or otherwise attempting, to influence

L9 legis/ation "
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Nor.--Section 303(a) (8) of the Revenue Act of 19, an amended,

will, after the above amendment, read as foows:
SWc. 803. For the purpose of the tax the value of the net estate shall

be determined-
(a) In the case of a resident, by deducting from the value of the

gross estate-

(3) The amount of all bequests, legacies, devises, or transfers, to
or for the use of the United States, any State, Territory, any political
subdivision thereof, or the District of Columbia, for exclusively public
purpose or to or for the use of any corporation or anixed and oper-
ated exclusively for religious, charitable, scientific, literary, or educa-
tional 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 nomZbtantw2 part of the activities of which i8 particiation in partisan
_oUios or s carrying on propaganda, or otherwise attempting, to:n/uence legyilatkn, or to a trustee or trustees, or a fraternal society,
order, or association operatin under the lodge system, but only if such
contributions or gifts are to Pe used by such trustee or trustees or by
such fraternal society, order, or association, exclusively for religiotis,
charitable, scientific literary, or educational purposes, or for the preven-
tion of cruelty to children or animals. If the tax imposed by section
301, or any estate, succession, legacy, or inheritance taxes, are, either
by the terms of the will by the law of the jurisdiction 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 under this paragraph, then
the amount deductible under this paragraph shall be the amountof 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(b) (3) of the Revenue Act of 1926, as amended, will,
after the above amendment, read as follows:

(b) In the case of a nonresident, by deducting front 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 bequests, legacies, devises, or transfers to
or for the use of the United States, any State, Territory, any politi-
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 pur pose, 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 8ubstantia part of the, activities of which is
participation in partisan poWitsce or is carrying on propaganda, or
otherwise attempting, to, in.?uence legilatioQ, or to a trustee or trustees,
or a fraternal society. r.:der, or association operating under the lodge
system, 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, charitable
scientific, literary, or educational purposes, or for the prevention ol
cruelty to children or animals. If the tax imposed byi section 801,
or any estate, succession, legacy, or inheritance taxes, are, either by
the terms of thp will, by the law of the jurisdiction under which the
estate is administered, or b y the law of the jurisdiction imposing the
particular tax, payable in whole or in part out of the bequests, legacies,
or devse, otherwue deductible unde-L" this paragraph, then the amount
deductible under this paragraph 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
Prose estate.



TITLE Ill-AMENDMENTS TO PRIOR ACTS AND

2 MISCELLANEOUS

3 SEC. 501. PERIOD FOR PETITION TO BOARD UNDER PRIOR ACTS.

4 Section 274(a) of the Revenue Act of 1926, section

5 308(a) of the Revenue Act of 1926, section 513(a) of the

6 Revenue Act of 1932, and section 272(a) of the Revenue

7 Act of 1928 and the Revenue Act of 1932 (relating to the

8 period during which a taxpayer may petition the Board ot

*9 Tax Appeals for redetermination of a deficiency), are

10 amended by striking out "60 days" and inserting in lieu

II thereof'" 90 days"; by striking out "not counting Sunday

12 as the ixtieth day" and inserting in lieu thereof "not count-

1J3 ing Sunday or a legal holiday in the District of Columbia

14 as the ninetieth day "; and by striking out "60-day" and

15 inserting in lieu thereof "90-day ". The amendments made

16 by this section shall apply only in respect of notices mailed

17 after 30 days after the date of the enactment of this Act.

Nom.-Section 274(a) of the Revenue Act of 1926, section 308(a)
of the Revenue Act of 19W, section 513(a) of the Revenue Aot of 198,2
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 respect of thetax imposed b
this title, the Commissioner is authorized to send notice of such defi-
ciency to the taxpayer by registered mail. Within 60 4V9 90 days

.after such notice is mailed (iet Su edy as he 4 tieth day
not counting Sunday Y 'a legal holiday in the Dietrict'of Columbia as the
ninetieth day), the taxpayer may fila 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 deficiency in respect of the tax im!osad 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 "-aY 90-day period, nor, if
a petition has been filed with the Board, until the decision of the Board
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*has become final. Notwithstanding the provisions of section 3224 of
the Revised Statutes the mal-"n of such assessment or the beginning of
such proceeding or distraint dung the time such prohibition is in force
may be enjoined b a proceeding in the proper court.

SIc. 308. (a)f 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
registered mail. Within 60 da 0 days after such notice is mailed

In eembAin ti-~ as 4. eillie da-, not counting Suniday or a legal
holiday inth District of Columbia as Ike ni tieth day), the executor
may file a petition with the Board of Tax Appeals 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 respect of the tax imposed by this titx and no distraint or pro-
ceeding in court for its collection shall be mule, begun, or prosecuted
until such notice has been mailed to the exee itor, nor until the expi-
ration of such 60-doy 90-day period, nor, if it petition has been flied
with the Board until the decision of the Board has become final. Not-
withstanding tile rovisions of section 3224 of the Revised Statutes
the making of suck assessment or the beginning of buch proceedings or
distraint uring the time stch prohibition is in force may be enjoined
by a proceeding in the proper court.
8EC, 51& ASSESSMENT AND COLLECTION OF DEFICIENCIES.

(a) PZTITION To BOARD or TAx APPEALs.-If the Comnmssioner
determines that there is a deficiency in respect of the tax imposed by this
title the Commissioner is authorized to send notice of such deficiency
to the donor by registered mail. Within 60 tas 90 days after such
notice is mailed (6 a-11-.. as the 9.664.h day not counting
Sunday or a legal holiday in te 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 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 donor, nor until the expiration of such -da
9O-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 see-
(1) Su section (d) of this section, relating to waivers by the

donor;
(2) Subsection (f) of this section, relating to notifications of

mathematical errors appearing upon the face of the return;
(3) Section 514, relating to jeopardy assessments;
S4) Section 516, relating to bankruptcy and receiverships; and
5) Section 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 imposed by this title, the Commissioner is authorized to send
notice of such deficiency to the taxpayer by registered mail. Within
60 d" 90 days after such notice is mailed (n" eettfkig &ftday ao 4h

nl.ieth day not counting Sunday or a legal holiday in the DIs ric oJ
Columbia a. 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 coUection shall be made, begun,
or prosecuted until such notice has been mailed to the taxpayer, nor
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until the expiration of such 60 day' GO-day period, por, If a petition bais
been filed with the Board until the decision of the B~oard as become
final. Notwithstandinf th6 provisions of section 3224 of the Revised
Statutes the making o such assesment or the beginmi g of such pro-
ceeding or distraint during the 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 see--
(1) Subsection (d) of this section, relating to waivers hy the

taxpayer-
(2) Aubsection (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) Section 1001 of the Revenue Act of 1026, as amended,

relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

(Revenue Act of 1982) SEC. 272. PROCEDURE IN GENERAL
(a) PETITION TO BOARD or TAX APPZLS.-If in the case of any

taxpayer, the Commissioner determines that there is a deficiency in
respect 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 d"s 90 days after such notice is mailed (wA
&idyas 4he tJi,*t d-A y not counting Sunday or a legal holiday in the
IZ.ric oJ Columbia as the ninetieth day), the taxpayer may ile apetition
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, orprosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 6-d 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 may be enjoined by a proceeding in the proper court.

For exceptions to the restrictions imposed by this subsection see-
(1) Subsection (d) of this section, relating to waivers hy thetsxpaer
(P) rubsection (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) 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.

SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

(a) Section 610 of the Revenue Act of 1928 is amended

3 by adding at the end thereof a new subsection to read as

4 follows:

5 "(c) Despite the provisions of subsections (a) and

6 (b) such suit may be brought at any time within five years

7 from the making of the refund if- it appears that any part
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I of the refund was induced by fraud or the misrepresentation

2 of a material fact."

8 (b) The amendment made by subsection (a) of this

4 section shall not apply to any suit which was barred on the

5 date of the enactment of this Act.

Nonz.-Section 610 of the Revenue Act of 1928 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 suit 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 be 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 alter the making of such refund or before
May 1, 1928, whichever date is later.

(o) Despite the provision. of subseotions (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 of the refund was induced by fraud or the
misrepresentation of a material faot.

0 SEC. 503. STATUTE OF LIMITATIONS ON SUITS FOR REFUND.

7 Section 608(b) (2) of the Revenue Act of 1928 is

8 amended by adding at the end thereof a new sentence to read

9 as follows: "If such agreement has been entered into, the

10 running of such statute of limitations shall be suspended in

11 accordance wit, the terms of the agreement."

Namr.-Section 608 of the Revenue Act of 1928 will, after the addi-
tion of the new sentence, read as follows:

m 608. 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--

(a) 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 proper tine and disallowed
by the Commissioner after the enactment of this Act, if the refund was
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made after the expiration of the period of limitation for filing suit,
unless-

(1) within such period suit was begun by the taxpayer, or
(2) within such period, the taxpayer and the Commissioner

agreed in writing to suspend the running of the statute of liinita-
tions for filing suit from the date of the agreement to the date of
final decision in one or more named cases then pending before the
United States Board of Tax Appeals or the courts. Ifsuch agree-
ment has been entered into the running of swh statute of linitation.
shall be suspended in accordance with the terms of the agreement.

I SEC. 504. OVERPAYMENTS FOUND BY THE BOARD OF TAX

2 APPEALS.

3 (a) The last sentence of section 322(d) of the Revenue

4 Act of 1932 and of the Revenue Act of 1928 are amended to

5 read as follows: "No such credit or refund shall I e made of

6 any portion of the tax unless the Board determines as part

7 of its decision that it was paid within two years before

8 the filing of the claim or the filing of the petition, whichever

9 is earlier."

NoTE.-Section 322 (d) of the Revenue Act of 1932 and of the
Revenue Act of 1928 will, after the above amendment read as follows:

(d) OVERPAYMENT FOUND iY BOARD.-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 overpayent, 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 it was paid more 4hee within two years before the filing of
the claim or the filing of the petition, whichever is earlier.

10 (b) The last sentence of section 528(d) of the Revenue

11 Act of 1932 is amended to read as follows: "No such credit

12 or refund shall be made of any portion of the tax unless the

13 Board determines as part of its decision that it was paid

14 within three years before the filing of the daim or the filing

15 of the petition, whichever is earlier."
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Noar.-Section 528(d) of the Revenue Act of 1932 will, after the
above amendment, read as follows:

(d) OVEIRPAYMENT FOUND BY BOARD.-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 decisiQn 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 unle88 the Board determine. as
part of it. dweion that it was aid me 46m within three years before
the filing of the claim or the filing of the petition, whichever is earlier.

(c) The last sentence of section 284(e) of the Revenue

2 Act of 1926, as amended, is amended to read as follows:

3 "Unless the Board determines as part of its decision that

4 the claim for credit or refund, or the petition, was fded

5 within the time prescribed in subdivision (g) for filing

6 claims, no such credit or refund shall be made of any por-

7 tion of the tax unless the Board determines as part of its

8 decision that it was paid within four years (or, in the case

9 of a tax imposed by this title, within three years) before the

tO filing of the claim or the filing of the petition, whichever

11 is 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 subdivision (a). Uttlees eleim fe etredit ev refund er the
pett erii we filed within the time 'e siubdi-vioie- *O kw filing
el i esne e t shll mode of o pertwiwee the te
pld ere d he fe yees 4e ie the eeeetew e e fy Wed 6
mom thee three yeeims) befere the slintg of the lorim , h e 4 ofth
peotiep whieheve is earlier. Unless the Board detrmine. as partAf it. decso that the daim for credit or refund, or the petition, ums
fled thin the time prescribed in subdivision (g) for ffling claim., no
such crdit or rfund haU be made f any portion ofthe tax unlao the
Board detrmines a. 1art of it. dmiio n that it wa. paid within four years
(or, in the case of a tax imposed by this title, within three year.) before the
fiing of the claim or the fling of the petition, whicheve is earlier.
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(d) The last sentence of section 319(c) of the Revenue

2 Act of 1926, as amended, is amended to read as follows:

3 "No such refund shall be made of any portion of the tax

4 unless the Board determines as part of its decision that it

r was paid within four years (or in the case of a tax imposed

6 lnj this title, within three years) before the filing of the claim

7 or the filing of the petition, whichever is earlier."

NoTrs.-Section 319 (c) of the Revenue 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 Vai mere hm unless the Board determines as part of its decision
that it was paid within four years (or, in the oase of a tax imposed by this
title, mee Q1 within three years) before the filing of the claim or the
filing of the petition, whichever is earlier.

8 (e) The amendments made by subsections (a), (b),

9 (c), and (d) of this section shall have no effect in the case

10 of any proceeding before the Board on a petition if any

11 hearing by the Board thereon has been held prior to 30

12 days after the date of the enactment of this Act.

13 SEC. 505. BANKRUPTCY AND RECEIVERSHIPS.

14 (a) Section 274(a) of the Revenue Act of 1932 and

15 the Revenue Act of 1928 and section 282(a) of the Revenue

16 Act of 1926 are amended by inserting after the firt sentence

17 thereof the following:

18 "In such cases the tr&tee in bankruptcy or receiver shall

19 give notice in writing to the Commisiner *of the adjudi-

20 cation of bankruptcy or the appointment of the receiver, and
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1 the running of the statute of limitations on the making of

2 assessment8 shall be suspended for the period from the date

3 of adjudication in bankruptcy or the appointment of the

4 receiver to a date 80 days after the date upon which the

5 notice from the trustee or receiver is received by the Corn-

6 missioner; but the suspension under this sentence shall in no

7 case be for a period in excess of two years."

Nom.-Section 274(a) of the Revende Act of 1982 and the Revenue
Act of 1928 will, after the above insertion, read as follows:

(a) IMxmzDIATB AssssKhT.-Upon the adjudication of bankruptcy
of any taxpayer in any bankruptcy proceeding or the appointment of
a receiver for aity taxpayer in any receivership proceeding .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 by
the Commissioner in respect of a tax imposed by this title upon such
taxpayer shall, despite the restrictions imposed by section 272(a) upon
assessments be immediately aasessed if such deficiency has not theretofore
been assessed in accordance with law. In such oases the trOtee in bank-
r ptoy or receiver shall give no, ,'6 in writing to the Commissioner of
the adjdication of badcruptcy or the appointment of the receiver, and
the running of the statute of lindtations on the making of ass 8ment
shall be suspended for the period from the date of adjdication in bank-
rlmptoy or the appaintment of the receiver to ada .0 days after the
date upon whick the notice from the trustee or receiver is received by
the Comidssioner; but the suspension uider this sentence shall in no
case be for a period in ewcms of two year8. 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
pendeacy 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(a) of the Revenue Act of 1926 will, after the above
insertion, read as follows:

Szc. 282. (a) Upon the adjudication of bankruptcy of any tax-
payer in any bankruptcy proceeding or the appointment of a receiver
for any taxpayer in any receivership proceeding bWfore any court of the
United 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 imposes by this title upon such taxpayer
shall despite the provisions of subdivision (a) of section 274, be imne-
diately assessed if such deficiency has not theretofore been nsessed In
accordance with law. In such cases the trustee in bankruptcy or
receiver shallgv notice in W"itn~ to the Gommissione of the adjudi
cation of bakrWptoy or the appointment of the receiver, and the run.
,itg of the statute of imitations on the mt#n of assessments sa4 be
supnded for the period from the date of ad udaion in baubu iy

J. 53052-16 IL
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or the a pointnw of th receiver toa date 30 days after the date upon
which te notice /rom the trustee or receiver is received by the Commi.-
*ioner but the suepeniion under this sentence shall in no case be for a
period in ewes 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
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 redetermination
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

2 apply in any case in which the adjudication has occurred,

3 or the receiver has been appointed, prior to the date of the

4 enactment of this Act.

5 SEC. 506. RETROACTIVITY OF REGULATIONS, RULINGS, ETC.

6 Section 1108 (a) of the Revenue Act of 1926, as

7 amended, is amended to read as follows:

8 "(a) The Seeretamj, or the Commissioner with the

9 approval of the Secretary, may prescribe the extent, if any,

10 to which any ruling, regulation, or Treasury Decision,

11 relating to the internal revenue laws, shall be applied without

12 retroactive effect."

No-.-Section 1108 (a) of the Revenue Act of 1926, as amended,
which is amended by this section, reads as follows:

Sml. 1108. (a) In case a regulation or Treasury decision relating
to the internal-revenue laws iq 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.

13 SEC. 507. EXAMINATION OF BOOKS AND WITNESSES.

14 The Commissioner, for the purpose of determining the

15 liability at law or in equity of a transferee of the property

1-4 "of any person with respect to any Federal taxes imposed

17 upon such person, is hereby authorized, by any off# r or
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1 employee of the Bureau of Internal Revenue, including the

2 field service, designated by him for that purpose, to examine

8 any books, papers, records, or memoranda bearing upon

4 such liability, and may require the attendance of the trani-

5 feror or transferee, or of any officer or employee of such

6 person, or the attendance of any other person having knowl-

7 edge in the premises, and may take his testimony with

8 reference to the matter, with power to administer oaths to

9 such person or persons.

10 SEC. 508. SALE OF PERSONAL PROPERTY UNDER DISTRAINT.

11 Section 3192 of the Revised Statutes is amended to

12 read as follows:
18 "SEo. 3192. When aty -,adieie

14 fitde eifoa s o fa.dim4 ot& d

15 the tf ht not beett Mi id the fife" Wd fer seieh

16 is Ht eq4 40 the amout of e tah , the WWeeleer

17 t*&y mme iethee bd of te.itee e fo an
18 aflmt H6 e4 ethe mid ta. A4 f*Pff

19 e se omhh be so4d by the e"e'-.... ,Wtmd ek
20 as ma~y he .... a le'":-" Il'"

21 R vet , T e eiteter sha e to the Qeff:--ssieiae" a

22 disthet weee of &4l e i,. e v , ,.ed ia fehale, ad

23 in eaee ofe h yethePy iwth the

25 feeor When any personal property is advertised for aal.



244

1 under distraint as aforesaid, the officer making the seizlre

2 shall proceed to sell such property at a public auction,

3 offering the same at a minimum price, including the epenes

4 o/making & levyand of advertising the sale, and if the

5 amount bid for suh property at the sale is not equal to the

6 minimum price so f#zed, the officer conducting the sale may

7 declare the same to be purchased by him for the United Staes.

8 The property so purchased may be sold by the collector within

9 whose district the sale was made under such regulations s

.10 may be presoribed by the Commissioner of Internal Revenue,

11 with the approval of the Secretary of the Treasury. The

12 collector shall render to the Commissioner a distinct account

13 of all charges incurred in such sales, and, in case of resale,

14 shall pay into the Treasury the proceeds as provided in

15 secion 3210 of the Revised Statutes, as amended."

16 SE . 509. DISCHARGE OF LIENS.

17 Section 8186(c) of the Revised Statutes, as amended

18, is amended by adding at the end thereof the follo )ing new

19 paragraph:

20 "(4) May issue a, certificate of discharge of any part

21 of the property subject to the lien if there is paid over, to

22, the collector in part satisfaction of the liability in respect of

23 such tax an amount determined by the Commissioner, which

*24 shall not be tess than the value, as determined by him, of the

25 interest of the United States in the .part to be so discharged.
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1 In determining such value the Comm& sner'hall, give con.

2 sideration to the fair market value of the part to be so dis-

3 charged and to such liens thereon as have priority to, t lien

4 of the United States."

I NOam-Section 8186(c) of the Revised Statutes will, after the above
amendment, read as follows:

(o) Subject to such regulations as the Commissiouer of Internal
Revenue, with the approval of the Secretary of the Treasury, may
prescribe, the collector of internal revenue charged with an assessment
n respect of any tax- I

(i) 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 respect hereof, 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 together with all interest
in respect thereof, within the time prescribedby 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 the 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 lies upon such
property.

(4) May is8ue a certificate o discharge of any part of the property
subject to thelito the oecto in part atfa.o-
tion of the liability in respect of such tax an amount determined by the
C"rnissioner, whkh shall not We 1688 titan the value, as determined by
him of the interest of the United states in the pmrt to be so discharged.
In determining such value the (omnassoner shall give consideration to
the faii market value of the part to be so discharged and to stuch lien
thereon as have priority to the lien of the United states.

5 SEC. 510. JEOPARDY ASSESSMENTS.

6 Section 1105 of the Revenue Act of 1932 is amended

7 to read as follows:

8 "SEC. 1105. JEOPARDY ASSESSMENT.

9 '- 10 the 0om.rw.eit f tW a p k iff

10 t em -t110 th"% m iaeeme tw - t my O.. .f the f

11 ,", v u k ke to Ufe mth e .:.,4

12 Sttw or to emove histhererom, atu to eeie4

13 hkWV op e or te o 4 y the"%teM-
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1 i lie, ate ep to Pendep ,dy inme"td

3 w a &-L. . ..,legf ewemfe

4 of to be whpe etk Wi of&

5 maed fwea efi Pet d i~mfeiatep e Of

7 dt ..... Ie,

8 " 4 W P +1+ is f ia e ift

10 I n, d-)*- f heO to the United a" i.de -
11 goi to he pfl.i by the C=' :ffiffoflifie *ith Qeet

12p~w4of the ReeftAt meitv, ftAnPove by the Ceai*&-

13 siefie* tWa he wil duly fettii*ft "d PW the ta to whiek the

16 "(ai) If the Commissioner believes dhat the collection

17 of any tax (other than income tax, estate tax, and gift

18 tax) under any provision of the internal-revenue laws will

19 be jeopardized by delay, he shall, whether or not the time

20 otherwise prescribed by law for making return and paying

21 such tax has expired, immediately assess such tax (together

22. with all interest and penalties the assesmwnt of which is

23 provide for by law). Such tax, penalties, and interest shall

24 thereupon become immediately due and payable, and im-

20 media notice and demand shall be made by the collector for
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1 the payment thzereof. Upon failure or refuse to pay such

2 tax, penalty., and interest, collection thereof by distraint shall

3 be lawful without regard to the period prescribed in section

4 3187 of the Revised Statutes, as amended.

5 "(b) The collection of the whole or any part of the

6 amount of such assessment may be stayed by filing with the

7 collector a bond in such amount, not exceeding double the

8 amount as to which the stay is desired, and with such sureties,

9 as the collector deems necessary, conditioned upon the pay-

10 ment of the amount collection of which is stayed, at the

H 1 time at which, but for this section, such amount would be

12 due."

13 SEC. 511. GIFTS OF PROPERTY SUBJECT TO POWER.

14 Subsection (c) of section 501 of the Revenue Act of

15 1932 (relating to the inapplicability of gift tax in the case

16 of the transfer of property in trust subject to the power of

17 the donor to revest title in himself) is repealed.

NoT.-Section 501 (c) of the Revenue Act of 1932, repealed by the
above rovision, reads as follows:

6 peweC to *Y04 in the doeo 69 40 pl'epe ie ested

b~eeasidwed4.be~ftmeu'y&heAee ofeb* .Meh ei4h;

18 SE C. 5I1. GENERAL COUNSEL FOR THE TREASURY.
19 (a) There is hrebg created in the Departmn of the

20 Treay de offce of Gener4 Counsel r W Departmn
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1 of the Treasury, (hereinafter in this section referred to a

2 the "General Counsel"). The General Counsd shall be

8 appointed by the President, by and with the advice and

4 consent of the Senate, and shall receive compensation at

5, the rate Qf $10,000 per annum. The General Counsel shall

6 be the chief law officer of the Department, and shall perform

7 such duties in respect of the legal activities thereof as may

8 be prescribed by the Secretary or required by law. The

9 Secretary may appoint and fix the duties of such officers

10 and employees as he may deem necessary to assist the Gen-

1 I eral Counsel in the performance of his duties. The Presi-

12 dent is authorized to appoint, by and with the advice and

13 consent of the Senate, not to exceed six Assistant General

14 Counsel and to fix their compensation at rates not in excess

15 of P1O,,O0 per annum. The Secretary may designate one

16 of such Assistant General Counsel to act as the General

17 Counsel during the abstcne of the General Counsel, The

18 .General Counsel, with the approval of the Secretary, is

19 authorized to delegate, to any Assistant General Counsel

20 any authority, duty, or function which the General Counsel

21 is authorized or requiredd to exercise or perform. The rate

22 of compensation of any person appointed under: the pr'o-

23 visions of this subsection shall be subject to the reduction

24, applicable to offices and employees of the Federal Govern.

25 mont generaUy.
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I (b) The offices of General Consel for the Bureau

2 of Internal Revenue, Asistant Geral Counsel for the
3 Bureau of Internal Revenue, Solicitor of the Treasury,

4 and Assistant Solicitor of the Treasury are heeby abolished.

5 The powers, duties, and functions of such offices are herebj

6 transferred to the General Counsd. This subsetiM shall

7 take eject when' the General Counsel first appoiuded under

8 selection (a) qualifies and take office.

9 (a) Nothing in this section shall be construed to affect

10 the duties, powers, or functions imposed upon, or vested in,

11 the Department of Justice, or any officer thereof, by existing

12 law.

13 SEC. 513. ASSISTANTS IN THE TREASURY.

14 The President is authorized to appoint, by and with

15 the advice and consent of the Senae, five assistants to the

16 Secretary of the Treasury and to ft their compensation

17 at rates not to exceed $10,000 per annum, but the rates so

18 fixed shall be subject to the redw~tion applicable to officers

19 and employees of the Federal Government generally. The

20 Secretary is authorized to dlegate to such asistants any

21 authority, duty, or function which he is authorized or required

22 to exerce or perform. Whenever the President declares

23 by Executive order that the emergency requiring the appoint-

24 mints under this scion hA ceased to exi, the persons ap-



256.

I pointed under this section shall cease to hold offiee under

Sthis section, and the power of the President under this section

8 shall terminate. -,

" SEC. 514. POSTAL RATES.

5 ,Section 1001(a), as amended, of the Revenue Act

6 of 1932, and section 2 of the Act entitled "An Act to extend

7 the gasoline tax for ow year, to modify postage rates on

8 mail matter, and for other purposes ", approved June 16,

9 1933, are amended by striking out "1934" wherever such

10 date appears and inserting in lieu thereof "1935 ".

NoTr.--Section 1001(a), as amended, of the Revenue Act of 1932
will, after the above amendment, read as follows:
SEC. 1001. POSTAL RATES.

(a) On and after the thirtieth day after the date of the enactment
of this Act and until July 1, 404 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 to 1 cent for each ounce or fraction thereof in addition to the rate
provided by existing law: Provided, That such additional rate shall not
apply on or after July 1, 1933, to first-clas matter mailed for local

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 aMfoiiows:

SEc. 2. The President is authorized during the period ending June
30, +%4 1935, to proclaim such modifications of postage rates on mail
matter (except that in the case of first-class matter the rate shall not be
reduced to less than 2 cents an ounce or fraction thereof) as after a
survey by him, he may deem advisable by reason of increase in business,
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 shah proclaim
and until July 1, 4+04 1935. In case a modification of the rate of postage
on first-class matter is proclaimed, the President shall also make a
corresponding modification in the percentages of gross postal receipts
specified in section 1001(c) of the Revenue Act of 1932 as amended by
this Act, which percentages shall be in effect during the period such
modification of tho rate, of postage on first-class matter is in effect.
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 lofal
delivery, postal cards, and private mailing or post cards. o
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1 SEC. 515. COMMISSIONER AS PARTY TO SUIT.

2 Section 907 of the Revenue Act of 1924, as amended,

3 is amended by adding at the end thereof a new subdivision

4 to read as follows:

5 "(g) Petitions filed after the enactment of the Revenue

6 Act of 1934 with the Board shall be entitled 'In re', fol-

7 lowed by the name of the petitioner, and the proceedings

8 shall thereafter be so entitled in any appellate court review-

9 ing the action of the Board. When the incumbent of the

10 office of Commissioner of Internal Revenue changes, no sub-

11 stitution of the name of his successor shall 'be required in

12 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:

SEc. 907. (a) 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 report upon the proceeding 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 opportunity to be heard upon the proceeding is given before a
division of the Board, neither the taxpayer nor 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 open to the public, and
the testimony, and, if the Board so requires, the argument shall be
btenographically 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 supplied by the contractor to the Board and to other persons and
agencies. The proceedings of the Board and its divisions shall be con-(hicted 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 guilty 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 shah be held suffi-
cient service of such pleading, decision, order, notice or process.

(b) It shall be the duty of the Board and of ea division to
include in its report upon any proceeding its findings of fact or opinion
or memorandum opinion. The Board sall report in writing all its
findings o. 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 trawscript of the stenographic
report of the hearings, shall Es 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 evidene 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, anI 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 without, any further proof or authentication thereof. 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 oard 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 presribed by the chairman
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 Secretary of the Treasriry 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 ofColumbia.

(g) Petitions fled alter the enactment of the Revenue Act of
1934 with the. Board shall be entitled "In re " followed by the nane
.of the petitioner, and the proceedings s/all thereafter be so entitled
in any appellate court retriewing the action of the Board. When the
iwunbent of the offe of Commissioner of Internal Revenue changes,
no substitution of the name of his succesor shall be required in proceed-
ings pending before any euch court.

1 SEC. 516. NONDEDUCTIBILITY OF CERTAIN GIFTS.

2 (a) Section 505(a) (2) (B) and section 505(b) (2)

3 of the Revenue Act of 1932 are amended by inserting after

4 "individual" a comma and the following: "and no sub-

5 stantial part of the activities of which is participation in

6 partisan politics or is carrying on propaganda, or otherwise

7 attempting, to influence legislation ".

Nomr.--Section 505 (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) Rxswzmrs.-In the case of a citizen or resident-
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(2) CnAmmTzzx, ro., oanrr.-The amount of all gifts made during
such year to or for the use of-'

(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 art of the
net earnings of which inures to the benefit of any private shareholder
or individual, and no substantial pat of the activites of whiok is par-
ticipation in partisan politics or is carrying on propaganda, or otherise
attempting, to influence legilation;

Section : 05 (b)(2) of the Revenue Act of 1932 will, after the above
amendment, read as follows:

(b) NoxaRsmsi.NTs.--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-

(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 part of the net earnings of which inures to the benefit
of any private shareholder or individual, and no sustantial part of the
activttis o] which is participation in partisan politics or is varying on
propagan4da, or otherwie attempting, to influence legislation;

(b) Section 505(b) (3) of the Revenue Act of 1932

2 is amended by inserting after "animals" a comma and the

3 following: "no substantial part of the activities of which

4 is partiipation in partisan, politics or is carrying on propa-

5 ganda, ot otherwise attempting, to influence legislation".

Nmz.--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-
tion of cruelty, to children or animals, no substantial part of the activities
of which is participation in partisan politics or is carrying on propa-
ganda, or otherwise attempting, to influence legislation; but only if such
gifts are to be used within the United States exclusively for 'such
purposes;

6 SEC. 517. LIABILITY OF FIDUCIARY.

7 (a) Section 3467 of the Revised Statutes (U.S.C.,

8 title 31, ch. 6, sec. 192) is amended to read as follows:

9 "SEC. 3467. Every executor, administrator, or as-

10 szgnee, or other person, who pays, in whole or in part, any

11 debt due by the person or estate for whom or for which he
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I acts before he satisfies and pays the debts due to the United

2 States from such person or estate, shall become answerable

3 in his own person and estate to the extent of such payments

4 for the debts so due to the United States, or for so much

5 thereof as may remain due and unpaid."

NoTE.-Section 3467 of the Revised Statutes will, after the above
amendment, read as follows:

SEc. 3467. Every executor, administrator, or asgnee, or other per-
son, who pay" ay pays, in whole or in part, any debt due by the person
or estate .er 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 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.

6 (b) The amendment made by subsection (a) shall be

7 applicable in the case of payments made, after June 6, 1932.

S SEC. 518. VENUE FOR APPEALS FROM BOARD OF TAX APPEALS.

9 (a) Section 1002 of the Revenue Act of 1926 is

10 amended to read as follows: "

11 "VENUR

12 "SEc. 1002. (a) Except as provided in subdivision

13 (b), such decision may be reviewed by the Circuit Court of

14 Appeals for the circuit in which is located the collector's office

15 to which was made the return of the tax in respect of which

16 the liability arises or, if no return was made, then by the

17 . Court of Appeals of the District of Coluinbia.

18 "(b) Notwithstanding the provisions of subsection (a),

19 such decision may be reviewed by any Circuit Court of

20 Appeals, or the Court of Appeals of the District of Columbia,
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1 which may be dsignated by the Commissioner and the tax-

2 payer by stipulation in writing."

NoT.--Section 1002 of the Revenue Act of 1926 now reads as
follows:

SEo. 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 person made no return, then by the
Court of Appeals of the District of Colwnbia.

(c) In the case of a corporation which had no principal place of
business or principal office or agency in the United States, 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 by the Circuit Court of Appeals for the circuit, or the
Court of Appeals of the District of Columbia, as stipulated in such
agreement.

3 (b) Section 1002 of the Revenue Act of 1926, as

4 amended by this section,, shall be applicable to all decisions

5 of the Board rendered on or after the date of the enactment

6 of this Act, and such section, as in force prior to its amend-

7 meant by this section, shall be applicable to such decisions

8 rendered prior thereto, except that subdivision (b) thereof

9 may be applied to any such decision rendered prior thereto.

10 SEC. 519. GIFT TAX RATES.

11 (a) The gift-tax schedule set forth in section 502 of the

12 Revenue Act of 1932 is amended to read as follows:

13 "Upon net gifts not in excess of $ $20,000,

14 three fourths of 1 per centum.

15 "$7- $150 upon net gifts of $1.000 $20,000; and

16 upon net gifts in excess of $ $20,000 and not in

17 excess of $200 $30,000, 1 per centum in addition of

18 such excess.
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1 " $300 upon net gifts of $)O $30,000; and

2 upon net gifts in excess of $ $30,000 and not in

8 excess of $ $40,000, 21 per centum in addition of

4 such excess.

5 "4A $525 upon net gifts of O$40,000; and

6 upon net gifts in excess of $ $40,000 and not in

7 excess of 4 $50,000, 8 per centum in addition of

8 such excess.

9 "$7. $825 upon not gifts of 4 $50,000; and

10 upon net gifts in excess of 4 $50,000 and not in

11 excess of O00 $60,000, 31 per centum in addition of

12 such excess.

13 "itIIUr $1,200 upon net gifts of $ $60,000;

14 and upon net gifts in excess of $6,0m9. $60,000 and not

15 in excess of AOk100 $80,000, & 51 per centum in addition

16 of such excess.

17 "#WFOX6 $2,250 upon net gifts of .93M.... $80,000;

18 and upon net gifts in excess of $11,00, $80,000 and not

19 in excess of . I 0 9W $100,000, W 6* per centum in addi-

20 tion of such excess.
21 "Al QIar $3,600 upon net gifts of #kaaa $100,-

22 000; and upon net gifts in excess of $Om.... $100,000

23 and not in excess of 1400 $200,000, 8 9 per centum

24 in addition of such excess.
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1, " 4 $12,600'upon net gifts of Oki0- 20O-

2 000; and upon net gifts in excess of'4 4O $200,00

8 and not in excess of $60,0, $400,000 Of 12*per centuin

4 in addition of such excess.
5 "4~4. $36,600 upon net gifts of M0000 $400,-

6 000; and upon net gifts in excess of $400,000

7 and not i excess of I09300O $600,000, 44 141 per cen-

8 tun in addition of such excess.

9 ."04 $65,100'upon net gi& of *6,300 $600,-

10 000; and upon net gifts in excess of $k00o090 $600,000'

11 and not in excess of #lI 0 0  $800,000,44 16j per

12 centum in addition of such excess.

13 " $98,100 upon net gifts of $ $800,-

14 000; and upon net gifts in excess of bGO 00 $800,OOt

15 and not in excess of #1M,60 3 ,000 , 000,v 44 18 per

16 centum in addition of such exoewA.

17 "#6fl.20- $135,600 upon net gifts' of $v~9J9

18 $1,000,000; and upon net giftW in excess of' AI, I

19 $1,000,000 and not i excess of q00 $1,500,00kA

20 4 21 per centum in addition of such excess.

21 o0oo upon net of
22 $1,500,000; and upon net gifts in excess of 0 0

J. 58052-17'
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$1,500,000 and not in excess of a $2,000,000,

231 per centum in addition of such excess.

"46925 $.356,850 upon net gifts of

$2,000,000; and upon net gifts in excess of

$2,000,000 and not in excess of , , $2,500,000,

48+25 per centuin in addition of such excess.

"$41;91 $484,350 upon net gifts of

$2,500,000; and upon net gifts in excess of #owuO,

$2,500,000 and not in excess of $3,000000,

20 274 per centum in addition of such excess.

"4 .2r $623,100 upon net gifts of

$3,000,000; and upon net gifts in excess of ,&O049

$3,000,000 and not in excess of adOOO $3,500,000,

24*30 per centum in addition of such excess.

"la-d4622 $773,100 upon net gifts of

$3,500,000; and upon net gifts in excess of OO4o0
$3,500,000, and not in excess of -Q9004 $4,000,000,

28 324 per centwn in addition of such excess.

"229924 $934,350 upon net gifts of AMPMA

$4,000,000; and upon net gifts in excess of #AOO0
$4,000,000 and not in excess of U $4,500,000,

4* 34j per centum in addition of such excess.

"2w2RQ- $1,106,850 upon net gifts of Wa)O%

$4,500,000; and upon net gifts in excess of 12A"
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1 $4,500,000 and not in excess of , $5,000,000,

2 26 36 per centum in addition of such excess.

3 "4 k&P;0l2 $1,286,850 upon net gifts of in

4 $5,000,000; and upon net gifts in excess of

5 $5,000,000 aid not in excess of 0 $6,000,000,

6 24 371 per centun in addition of such excess.

7 "$ 9- -2 $1,661,850 upon net gifts of PIvOQO9G

8 $6,000,000; and upon net gifts in excess of 7.A.M.,..y

9 $6,000,000 and not in excess of ,$7t,000,O00,

JO 0 39 per centwiu in addition of such excess.

11 "$160841 $2,051,850 upon net gifts of

12 $7,000,000; and upon net gifts in excess of

13 $7,000,000 and not in excess of $o8,000,000,

14 8f4 40j per centun in addition of such excess.

15 "W9924-0 $2,456,850 upon net gifts of 20

16 $8,000,000; and upon net gifts in excess of

17 $8,000,000 and not in excess of $9,000,000,

18 8 42 per centum in addition of such excess.

19 "#,O21 1 " $2,876,850 upon net gifts of,'....

20 $9,000,000; and upon net gifts of w'9 " 0p

21 eem w ii &Ii 4 sk ,eess $9,000,000 and not ix

22 &cex" of $10,000,000, 431 per centum in addition of swh

23 ecem.
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1 "$3,311,850 upon ne gifts of $10,000,000; and upon
2 net gifts in ex" of $10,000,000, 45 per centun in addition

S of suC eces."

4 (b) Sectim 505(a) (1) of the Revenue Act of 1932

5 (relating to the &pecific exemption for gift-tax purposes) is

6 amended by striking -wit " .M50,00" and inserting in lieu

7 diem 419 /),9o"

NoT-z.--Section 506(a)(1) of the Revenue Act of 1932 will, after
the sbove amenduant, read as follows:
8C. UL DEDUCTION&

In computing net gifts for Lny calendar year there shall be allowed
as deduction:.

(a) RzwuzxTL-In the cae of a citizen or resident-
(1) Srzcznc zxwmro.--An exemption of 60j0 84,00, lem

the aggregte of the amounts claimed and allowed as specific exception
for preoedmg calendar years.

8 (c) The amendments made by subsections (a) and

9 (b) of this action shall be applied in computing the tax

10 for the calendar year 1935 and each calendar year there-

11 after (but not the tax for the calendar year 1934 or a

12 previous calendar year), and such amendments shall be

18 applied in all oomputations in repec of t calendar year
14 1934 and previous calendar years for the purpose of

15 computing the tax for the calendar year 1935 or any

16 calendar year thereafter.

17 TITLE IV-EXCISE TAXES

18 SEC. 601. TERMINATION OF SOFT DRINK TAX.

19 No tax hall be impowd under section 615 of the

20 Revenue Act of 1932 on the sale or us of any artice if
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ia"ckoa1.or umetakeaplaweafier do date oftw endme

2 of this Acd.

Nois.-Section 615 of the Revenue Act of 1932 reads a.folows:
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reduaerP , bottle, or impoer the m bno66616 or other--
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ia memuwie ve ped.. si imeee g m . the e.w4eele.
.nwneeeted .3 s febee l e* end ek psi... who e seib es id

mehoc m e ml ewee'J 'km met simple ma. tire .E#t stsw A ims P 0 Mb 0 u isat henome in "k.e.tion l am"se eeto" 0,Wee4e fe* *ad

ho h o pm WAeb. hO e. 8I . the t

.o ee we. BeltAmtwON MewyTIeed Oekil,& hele~ eki~t

prsse'ae There. isherljet ipsednte upon the Gidmewtif

3 pree Si.. ohe coiont , ord sesle 4.//,s pae/m ./ ohe tim

S e* Keek psir seqr o, p tor imposed seboie, *e*

5 hl reeeedke poted fihol(*ctn ee'4fid t a .d o-liv e oie), lee wih

vsorinpp weaib e-ani(mm - ior a*n umimktio olsc
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15 elate: Prov~id, That all taxes collected under t Mis sub-

2 section upon the products of the Philippine Isands shall
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1 t be covered into the general fund of the Treasury of the

2 United Sta, but shall be held as a separate fund and paid

3 into the Treasury of th Philippine Islands. If the Philip-

4 pine Government, by any law, provides for any subsidy to

r be paid to the producers of coltra, coconut oil, or allied

0 products, then this proviso shall at once become null and

7 void.

8 (b) Each prooesor required to pay the taz imposed by

9 his etion &Wal make monthly returns under oath in dupli-

10 cate and pay the tax to the coUetor of internal revenue for

11 the district in which is loc d his principal place of business,

12 or if he has no principal place of business in the United

13 Staes, then to the collector of internal revenue at Balti-

14 more, Maryland. Such returns shall contain suck infor-

15 mation and be made at suck time. and in such manner as the

16 Commissioner of Internal Revenue, with te approval of the

17 Secretary of the Treasury, may by repulatios presribe.

18 The tax shall, without assement by the Commissioner or

19 notice from the collector, be due and payable'to thecollector

20 at te time so fi ed for filing the return. Ifthe tax is not

21 paid when due, there shall be added as par of the tax interest

22 at the rate of i per entum per month from t6 time th.

23 tax became due ut paid.

24 (a) Subject to such ruin and regulati a s Con-

25 misoewith the approval of t)6 Seoretary, mayj pre."ibe
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I ay p a who Aas sld to a Stat, or political bdivi i

2 Ihermf, for use in the exerise of an essential governmental

3 fuAnoion any article contains ay h oil, combination,

4 or mixture, #pon the procsng of which a tax ha been

5 paid uner this tion &Wbe b entitled to. a credit or refund

6 of t tax paid with roed to th quantity Qf mch oil, com-

7 bination, or mixture contained in sud article.

8 -(d) Upon the. exportation to any -foreign country or

.9 to a posesion of the United States of any article wholly

10 or in chief value of an article with respect to the procening

11 of which a tax has been paid. under this section, the ex-
12 porter thereof shall be entitled.to .a refund, of the amount

13 of such tax. Upon the givin of bond satisfactory to thle

14 Secretary for faithful observance of the of this
15 section requiring the payment of taxes, ainy person shall

16 be entitle, without payment of the tax, to process for suc

17 deportation any article with rapect to which a ta is im.,

18 posed by t motion.
19 (e) If, (1) any person has, prior to January 26,

20 1934, made a bona f contract for desale on or after

21 the efecive date of this section of wqy article wholly or
22 in .chif value of an article with respect o which a tazis i,-

23 posed by this action or of anyarticle with req t to whc. a

25 does not. permit the addition to the aow~ toLpad



265

1 tereunder of the whole of suc tax, then (unles th

2 contract exprewly prohibits such addition) the vendee

3 Wl pay so much of the tax as is not permitted to be

4 added to the contract price. Taxes payable by the vendee

5 be aid to t vndrat the time the &ale is con-

6 sumated and " be returned and paid to the United

7 States by the vendor in the same manner as other tams

8 under hs section. In case of failure or refual by the

I) vendee to pay suck taxes to the wndor, the vendor shall

10 report the facts to the Commiuioser, who shal cause ol-

It lection ofs ch taxes to be madefrom i vendee.

12 (f) Al provIsin of law (including penalties) appli-

13 cable in respect of taxes imposed by section 600 of the Rem ue

14 Act of 1926 shall, ino far as applicable and not inconsistent

15 with this section, be applicab inmpec of the taxes imposed

16 by this section.

17 (9) All ( 4b' 6ows cept as provided in subetion (a)

18 under this section shall, notwithsauding any other provisions

19 of law, be covered into the yettral funl of the Treasury

20 of the United Stares.

21 SC. 0$. TAXM ON LU ICATING OIL AND GASOLINE.

22 (a) Section 601(c) (1) of te Revenue Act of 1932,

23 as amekd is amended by adding after d fin enlke

24 thereof the following: '' Ever person liable for tax under
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1 this paragraph shall register and file bond cs provided in

2 section 617, as amended."

Nom.--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. Every person liable for tax una er this
paragraph shaZl register and file bond as provided in section 617, asamended.

Under regulations prescribed by the Commissioner with the
approval of the Secretary no tax shall be imposed 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.

3 (b) Sections 617(a) and (b) of the Revenue Act of

4 1932, as amended, are amended to read as follows:

5 "(a) There is hereby imposed on gasoline sold

6 by the producer or importer thereof, or by any producer

7 of gasoline, a tax of 1 cent a gallon, except that under

8 regulations prescribed by the Commissioner with the

9 approval of the Secretary the tax shall not apply in the

10 case of sales to a producer of gasoline.

11 "(b) If a producer or importer uses (otherwise

12 than in the production of gasoline) gasoline sold to him

13 free of tax, or produced or imported by him, such use

14 shall for the purposes of this title be considered a sale.

15 Any person to whom gasoline is sold tax-free under this

16 section on or after the effective date of the Revenue Act
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1 of 1932 shall be considered the producer of such

2 gasoline."

Nor--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 he.e. thereof, or by * any producer of gasoline, a tax of 1
cent a gallon, except that under regulations prescribed 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 fQr the purposes of this title be considered
a sale. Any person to whom gasoline is sold tax-free under this section
on or after the effective date of the Revenue Act of 1982 shall be considered
the producer of such gasoline.

3 (c) Effective on the first day of the first calendar month

4 after the enactment of this Act, section 617(c) (2) of the

5 Revenue Act of 1932, as amended, is further amended to

6 read as follows:

7 "(2) the term gasoline means (A) all products

,9 commonly or commercially known or sold as gaso-

9 line (including casinghead and natural gasoline),

10 benzol, benzene, or naphtha, regardless of their classi-

11 fwations or uses; and (B) any other liquid of a kind

12 prepared, advertised, offered for sale or sold for use as,

13 or used as, a fuel for the, propulsion of motor vehicles,

14 motor boats, or airplanes; except that it does not include

15 any of the foregoing (other than products commonly or

16 commercially known or sold as gasoline) sold for use

17 otherwise than as a fuel for the propulsion of motor

18 vehicles, motor boats, or airplanes, and otherwise than

I -
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in the manufacture or production of msh fuel, and

2 does not include kerosene, gas oil, or fuel oil."

No--Section 617(c) (2) of the Revenue Act of 1932, as amended,
will after the above amendment, read as follows:

(c) As used in thi section:

S * 4S MSRI WM P SA 4e

(etthe r=ria etenr elit.Un .!ns e sade o heen

(B h r moi en (+)lorthe prov~on or eom.

ftor he and (B) a ofthe liqud+ofkee prepaed adrtie, ofefered

(er ) Ube det aiew ~ ws( out onoayo Goil-

/or tahe or sogd for us asor used aa, fuel for the ,ropu ofiono o
vehicles, motor &oats, or asrlanms: except that it does not include any ofthe foregoinq (other than products con mmonly or co-mercially known or
soldas asone) sold for use otherwise than a ful for the propulsion

of motor vehicles. notor boads, or airplanes, and otherwise than, in the
manufacture or pr(odudi'on of such fuel. and does not include kerosene,
gas oil, or fuel oil.

3 (d) Section 617 of the Revenue Act of 1932, as

4 amended, is amended by adding at the end thereof the

5 following subsectims:

6 "(d) Every person subject to tax under this section

7 or section 601(c) (1) shall, before the first day of the

8 first calendar month after the date of the enactment of

9 the Revenue Act of 1934 (or in the case of a person

10 commenwing busbum after such day before incurring

11 any liability for tax undc-r such sections) register with

12 the collector for the district in which is located his prin-

13 cipal place of business (or, if he has. no principal place

14 of business in the United State8, with the collector at

15 Baltimore, Maryland) and shall give a bond, to be.

approved by such collector, conditioned that lw sludl not16
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1 engage in' any attempt, by himulf or by collusion with

2 others, to defraud the United States of any tax under

St such setions; that he shall render touli and completely

4 all returns, stateents, and inveidories required by law

5 or regulations in pursuance thereof and shall pay all

6 taxes due under such sections; and that he shall comply

7' with all requirements of law and regulations in pursu-

81 ance thereof with respect to tax under such sections. Such

9 bond shall be in such sum as the collector may require

10 in' accordance with regulations prescribed by the Cor-

11 misioner with the approval of the Secretary, but not

12 less than $2,000. The collector may from time to time

13 require new or additional bond in accordance with this

14 subsection. Every person who fails to register or give

15 bond as required by this subsection, or who in connec-

16 tion with any purcha,8e of gasoline or lubricating oil

17 falsely reprisents himself to be registered and bonded as

18. provided by this subsection, or who willfully makes any

19 false state mnt in an application for registration under this

20 subsection, shall upon conviction thereof be fined not nwre

21 than $5,000 or imprisoned nit more th/an five years, or

22 both, together with the costs of prosecution. If the Com-

23 missiowr finds that any manufacturer or producer has

24 at any tine evadd any Fedr4 tax oan yasline or

25 lubricating oil, he may revoke the registration of 'such
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1 manufacturer or producer, and no sale to, or for

2 resale to, such manufacturer or producer thereafter

3 shall be tax-free under section 601(c) (1), this section,

4 or section 620, as amended, but such manufacturer or

5 producer shall not be rdieved of the requirement of

6 giving bond under this subsection.

7 "(e) Under regulations prescribed by the Cor-

8 mwioner with the approval of the Secretary, records

9 required to be kept with respect to taxes under section

10 601(c) (1), as amended, or this section, and returns,

11 reports, and statcneunts with respect to such taxes filed

12 with the Cominimioner or a collector, shall be open to

13 inspection by such officers of any State or Territory or

14 political subdivision thereof or the District of Columbia

15 as shall be charged with the enforcement or collection of

16 any tax on gasoline or lubricating oils. The Commis-

17 sioner and each collector shall furnish to any of such

18 officers, upon written request, certified copies of any such

19 statements, reports, or returns filed in his office upon the

20 payment of a fee of $1 for each 100 words or fraction

21 thereof in the copy or copies requoWted."

No.--Section 617 of the Revenue Act of 1932, as amended, to
which the above bubsections are added, reads as follows:

SEC. 617. TAX ON GAOLINL
(a) There is hereby imposed on gasoline sold by the importer

thereof or by a producer of gasolie, a tax of 1 cent a gallon, except
that under regulations prescribed by the Commiaiioner with the approval
of the Secretary the tax shall not apply in the cam of sale to a
producer of gasoline.
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(b) If a producer oK importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax, or produced or
imported by him, such use shall for the purposes of this title be
considered a sale.

/) As used in this section-
the term "producer" includes a refiner, compounder, or

blender, and a dealer selling gasoline exclusively to producers of gaso-
line, as well as a producer.

(2) the term "gasoline" means gasoline, benzol, and any other
liquid the chief use of which is as a fuel for the propulsion of motor
vehicles, motor boats, or aeroplanes. As used in this paragraph the
term "benzol" does not include benzol sold for use otherwise than a
a fuel for the propulsion of motor vehicles, motor boats, or airplanes,
and otherwise than in the manufacture or production of such fuel.

1 SEC. 604. PRODUCERS' TAX ON CRUDE PETROLEUM.

2 (a) There is hereby imposed on crude petroleum sold

3 by the producer thereof, a tax of one-tenth of 1 cent per

4 barred of 42 gallons, to be paid by the producer. Under

5 regulations preucribed by the Commissioner, with the ap-

6 proval of the Secretary, such tax shall nwt apply to crude

7 petroleum produced from any well which is not capable of

8 producing more than 5 barrels per day.

9 (b) Every person purchasing crude petroleum from

10 the producer thereof, and taking delivery thereof at the

11 premises where produced, shall collect the tax irmosed by

12 subsction, (a) frtom the producer. Every such purchaser,

13 and every producer liable for any tax under this section not

14 so collected from him, shall make nwnthly returns under

15 oath and pay such taxes to the collector for the district in

16 which are located the yreises u'here such crude petroleum

17 was produced. Such returnts shall contain such information

18 and be made at such times and in such manner as the Corn-
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1 nminer, wit? th appmaL oi he Secre t, usme by

2 reuon preeri be.

$ (e) Everg pwcham requi to olect any tax under

4 this section &Wall make uch coUl tim by deducting andwith-

5 holding the anunt of such tax from any payments made by

6 such purchaser to the producer. Every such purchaser i8

7 hereby indemnified against the claims and demands of such

8 producer for the amount of any payments made in accord-

9 ance with the provisions of this section.

10 (d) The Commiioner, with the approval of the Secre-

11 tary, may require such bond or other security from any

12 person subject to any provision of this section as he deems

13 necessary for the protection of the revenue and to assure

14 compliance with this section and other provision. of law

15 applicable with respect to the tax imposed by this section,

16 and may prescribe the form and conditions thereof, provide

17 for the approval of the sureties thereon (without regard to

18 any general provision of law), fix the amount and penalty

19 thereof (whether for the payment of liquidated damages or

20 of a penal sum), and authorize the cancellation of any such

21 bond, in the event of a breach of any condition thereof, upon

22 the payment of such lesser amount as he may deem sufficient.

23 Any person willfully failing to comply with any suck require-

24 mnt shall, upon conviction, be fined not more than $1,000,

25 or impriwned not more than six months, or both.
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1 (e) In addition to records and reports otherwise te-

2 quired by law or regulation, every working interest operator

3 of a well producing crude petroleum or otherwise taking

4 crude petroleum from the earth or waters thereof (whether

5 or not the producer as defined in this section) shall keep suck

6 records and make such reports with respect to production

7 and disposition of crude petroleum, at such time and in such

8 manner, as the regulations shall prescribe. Records, reports,

9 and returns required under this section or any provision

10 of law applicable with respect to tax under this section shall,

11 wlurever held, be opei to inspection at all reasonable hours

12 by any duly authorized representative of the Commissioner

13 or any agency of the United States or any State having

14 supervisory or regulatory powers over the production of

15 crude pelroleum.

16 (1) For the purposes of this section-

17 (1) the refining of crude pelrolkum on the premises

18 here produced, the removal of crude petroleum there-

19 from, or any transfer or other disposition of crude

20 petroleum shall be considered a sale.

21 (2) the term " producer" means the person owning

22 crude petroleum or having any intoest in or title to

23 crude petroleum at the time of its production.

J. 53052 -18
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(3) the term "working intere~s1 operator" means

2 the person having the management and operation of a

3 wdL.

4 (4) the amount of crude petroleum produced shall

5J be determined with allowance for any reasonable and

6 bona fide deduction for basic sediment and water agreed

7 upon by the producer and the purchaser for the purpose

8 of determining the amount sold.

9 (g) The provisions o section 623 and sections 771

10 to 774, inclusive, of the Revenue Act of 1932 shall be ap-

11 plicable with respect to the tax imposed by ts section.

12 (h) This section shall take effect on the thirtieth day

13 after the date of its enactment.

14 SEC. 605. TAX ON REFINING OF CRUDE PETROLEUM.

15 (a) There is hereby imposed (1) on crude petroleum

16 refined or processed in the United States, a tax of oie

L7 tenth of one cent per barrel of forty-two gallons, to be

18 paid by the refiner or processor, and (2) on gasoline pro-

19 ducked or recovered in the United States from natural gas

20 a tax of one-tenth of one cent per barrel of forty-two yal-

21 lots, to be paid by the person producing or recovering such

22 gasoline.

23 (b) Every person liable for tax under this section

24 shall make monthly returns under oath in triplicate for

25 each plant or refinery, and pay such taxes to the collector

26 for the district in which such plant or refinery is located.
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1 Such returns "hl contain such information and be made

2 at sw times and in such manner as the Commissiner with

3 the approval of the Secretary may by regulations prescribe.

4 The tax shall, without assessment by the Commissioner or

5 notice /m the collector, be due and payable to the collector

6 at the time fixcd for filing the rdurn. If the tax is not paid

7 when due there shall be added as part of the tax interest at

8 the rate of one per centum a month from the time when the

9 tax becomes due until paid. Every refiner or processor

10 shall (in addition to revvrds otherwise required by law

11 or regulation) keep such records as shall be prescribed by

12 regulations undr this section showing daily receipts, stocks,

13 and disposals of crude petroleum and the names. and ad-

14 dresses of the persons frotn whom, received. Every person

15 handling, trans'orting, storing, or dealing in any manner

16 in crude petroleum shall keep such records and make such

17 returijs with respect to trasations in crude petroleum as shall

18 be required by regulations under this section. Returns and

19 records required andier tlis section shall be open to iwapli,.n

20 at all reasonable hwurs by any duly authorized representative

21 of the Cowmi&ioner or anly agency of the United States or

22 any .Stale having supervisory or regulatinry powers over the

23 production of crude petroleum.

24 (c) As used in this section, the term "gasoline" means

25 gavli,,e ta defitied in seiion 617 of the Revenue Act of

26 1932, as amended.
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(d) The Commier, with Me appeal of the Seie-

tary, shall prscibe such regulation as he deem noeary

for the enforcement of tis section.

(e) All provisions of law (including penalties) appli-

cable with respect to the les imposed by section 600 of the

Revenue Act of 1926, shall, in so far as applicable and not

inconsistent with this section, be applicable with ree ct to

the tax imposed by this section.

(f) This section shall take eflect on the thirtieth day

after the date of the enactment of this Act.

SEC. 606. ENFORCEMENT OF LIABILITY FOR TAXES COLLECTED.

Whenever' any person is ,equircd to collet or vithhold

any interiud-revenue tax from any other person taid to pay

such tax over to the United 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 shtl

be a&&vsed, collected, and paid in the same manner and ub.

ject to the same provisions and liatitatlbms (induding penal-

ties) as are applicable with respect to the taxes from which

such fund arose.

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 importer, after the date of the enatment of

this Act, for es than $75.
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Noms.--ection 604 of the Revenue Act of 1932 reads as folliwa:

MEC. 64. TAX ON FURS.
There is hereby imposed upon the following articles, sold by the

manufacturer, producer, or importer, a tax equivalent to 10 per centum
of the price for which so sold: Articles made of fur on the hide or pelt
or of which any such fur is the component material of chief value.

1 SEC. 60& TAX ON JEWELRY, ETC.

2 The tax imposed by section 605 of. the Rcvcnuc Act

3 of 1932 shall not apply to article sold by the manufacturer,

4 producer, or importer, after the date of the enactment of

5 tLis Acp, for les than $25.

NoTz.-Section 605 of the Revenue Act of 1932 reads as follows:

SEC. 605. TAX ON JEWELRY, ETC.
'here is hereby i posed uln the following articles, sold by the

inanufacturer, proiducer, or niuporLer, a tax equivalent to 10 per centuin
of the price fur uhich bo sold: All arovices cOnkIiUly or cUnIIueriallV
known as jewelry, whether real or iliniation; i eArls, precious and eim-
pirious ,toues, and intitations tihereof; artit'les made of, or ornamenited,
mounted or fitted with, precious metals or inutatiots thereof or ivory
(niot iicludihg suigical instruciiis or sil irplated %are, or frames or
mouitings for spelactcl or eyeglabb~s); watches; cloc'kb: parts for
watches or clocks sold for mue than 9 cents each; opera glasses, lor-
pnettes; marine glahes; field glass; and binomulars. No tax &hall be
imposed under this section on any article used for religious purposes, or
any articles (other than watch parts or clock parts) sold for less than $3.

6 SEC. 609. TAX ON CIGARETTES.

7 Effetive on the day following the date of the enactment

8 of this Act, the la4t two paragraphs of section 400(a) of

9 the R Itcnue Act of 1926 are anided to read as follows:

10 " On ciyaretlks made of tobacco, or any substitute

11 therefor, and wciyhing not more than three poutuds pcr

12 thousand, $3 per thousand;

13 " Weighing torwe than three pounds per thousaud,

14 $7.20 per thousand; except that if more than 6j. inches in

15 length they shall bc taxable at Ite rate provided in the pre-
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ceding paragraph, counting each 21 iuches (or fraction

2 thereof) of the length of each as one cigarette."

No'.--Section 400(a) of the Revenue Act of 1W*26, will, after the
above amendment, read as follows:

Sc. 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 coniiumption or sale, there shall be levied,
collected, and paid under the provision of oxigting law, in lie, of the
internal-revenue taxes now imposed thereon by section 400 of the
Revenue Act of 1924, the following taxes, to be paid by the mranu-
facturer or importer tliereof-

On cigars of all descriptions inade of tobacco, or any substitute
therefor, and weighing not more than three pounds per thousand,
75 cents per thousand;

On cigars made of tobacco, or any substitute therefor, and weigh-
ing more th an three pounds per thousand, if manufactured or imported
to retail at not more than 5 ents each, $2 per thousand;

If manufactured or imported to tail at more than 5 cents each
and not more than 8 cents each, 3 per thousand;

If manufactured or imported to rntal at more 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 thaun 20 cents each, $10.5) per thousand;

If manufactured or imported to re aul at more than 20 cents each,
$13.50 per thousand;

On cigarettes made of tobaowo, or any substitute therefor, and
weighiinz not more than three pounds par thousand, $3 per thousand;

We' hmjg more than three Founds ptr thousaid $7.20 per 4uat*tiv.e
thousma,; ezaepi that if nwre than 6% iikh-. in letl.h ty dol be ta.zaUe
at the rate provided in the precedilg agroph, cuuning each R% inches (or
iration thereof) if the length of W a oi' cigarette.

3 SEC. 610. TAX ON MATCHES.

4 Effective on the day following, the date of enactment

5 of this Act, section 612 of the IRcvente Act of 1932 ratingg

6 to the tax on matc/w;a), is amended by adding before t/e

7 period at the end thereof a cuwima and the following: "and

8 except that in the casve of fancy wooden matches and wooden

9 matchs having a stained, dyed, or colored .tick or stem,

10 packed in boxcs or in bulk, the tax shall be 5 cents per oite

if thousand matches."

NoTE.-Section 612 of the Revenue Act ol 1932 aill, after the above
ameadmeat, read am follows:
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8ITI9 ON 622. TAX ON MATCHES

There is hereby imposed upon matches, sold by the manufacturer,
producer, or importer, a tax of 2 cents per 1,000 matches, except that
in the cae of paper matches in books the tax shall be % of I cent pnr1,000 .1.89s mathe, and exzeej that in the came of a y ,oon ,ntchr
and wooden match.. having a stained, dyed, or colored stick or stem, packed
in box*# or in Nlk, the tax ha be 65 cers per one thousand matches.

SEC. 611. STAMP TJ.X ON SALES OF PRODUCE FOR FUTURE

2 DELIVERY.

3 (a) Eflective on the (lay following the enactment of this

4 Act subdivision 4 of Schedule A of Title VIII of the Revenue

5 Act of 1926, as amended, is amnuled by striking out "5

6 cents" wherever appearing in such xubdivision, and insert-

7 ing in lieu tlwrcof " 1 cent ".

NOT.-- Subdivision 4 of Schedule A of Title VIII of the Revenue
Act of 1926, as amended, will after the above amendaient, read us
folu s:

4. Produce, sales of, on exchange: Upon each sale, Mreement of
sale, or agreenwut to sell (not including so-called transferred or scratch
males), any products or iierchaudine at, or under the rules or usages of,
any exchange, or board of trade, or other similar place, for future do-livety, for 3ah $100 in value of the nierchandise covered by said sale
or agreemet of rode or agreement to sell, 6 eenm I cent, and for each addi-
tional $100 or fractional )art theioof in exe4 s of $100, 6 eentia I cent: Pro-
rid<:d, That on fivtery b.ae or dgim , tneiut of sale or jigi ev ent to ell as
aforesaid there shall be mad.e ind delivtued by the seller to the buyer a
bill, memo'abmu.,, agreemt,l, or other evidence of ,uch 4le. agrt-eient
of sale, or ag,e'uent to sell, to which thlet shall be affixed a lawful stamp
or staups in value equad to the amount ol the tax on such salo: providedd
further, That wlers of , i n,,lj ies d'ribed lherein. having paid thi tax

oded by this subdivi. i, n, may trun.,fer such co:tracts to a clearing-11oup11e corix ration or tit,('ion. und .such transfer shull not tIA dh'enwd
to be a sale, or agiev,!it of 6ai, or uaI agzuemeiit to t,11 within the provi-
simJi of this Act; !)ruvi,,e,4l that such traw.sf,r Shall uIt vest any beIuefic;.l
into eot n such ceiari g-house -adociation but &aL be made tor the sole
P upo-,o of iauiiig reich clearmig-house abwaciion to adjust and
,alanwe the a-'cuunt of the nucimbers of such clearmig-heuse a&ociation
on .heir c, contracts. Every such bill, nemofandum, or other
evidsince of sale or agreement to sell shall show the date thereof, the
name of the ,-llur, the auiount of the dale, and the matter or thing towhich it refers; and ally pers.,l liable to pay the tax as hein provided,
or anyone vth, acts in the matter as agent or broker for such person,
who makvi any such sale or agreement. of saie, or agreement to sell, or
who, in pursuance of any such sale, agreement of sale, or agreement to
sell, delivers any such products or merchandise without a bill, memo-
randum or other evidence thereof as herein required, or who delivers
such bil meorandum, or other evidence of sale, or agreement to sell,
without having , he proper stamps aflixed thereto, %ith intent to evade
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the foregoing provisions, shall he deemed guilty of a 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, agreement, 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 cotton futures Act," approved August
11, 1916, as amended, and "The Future Trading Act," approved August
24, 1921.

1 (b) Section 726(c) of the Revenue Act of 1932 is

2 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.

* Effeetive J*~ 4,T 40847 s9wh stubdi laten 4A- onaiended by attb-
se in eh s n end I-srkfo - 4 eelae 4Whre
ei n OHL -of thn seetien is ofineb .eens' eieF

3 SEC. 612. TERMINATION OF TAX ON USE OF BOATS.

4 Section 761 of the Revenue Act of 1932, as amended,

5 shall not apply to the use of any boat ,,Iter June 30, 1934.

NoT.--Section 761 of the Revenue Act of 1932, as amended, re-
pealed by the above section, reads as follows:

SEC. 61" TAX N U" OF Bo"S&
*0* On ft 4r 4Q "oyJd - 1-8 afdenf J* 4 -434$ ad also at the im the 4i NAI poaehte of 0 fie yeht of

Other beat he oe if' en ay ftho date thZ toa beoe JIy4I

g *fe* Itngt ff e'.e, fet anfdne e e p ftete efA e
*t*1 egt eve +O8 feet and et oee 6 feh $4+

-,ve _60, fe, #A4 it" ,,. 4 .. fe 64-

4*Lenigth oer +Q~ feet ad et eye~ 4W feey, *1W.
*6* Lev e aOQ fee4, $200-

Inteease of any of th4 orgig ffoeg bmt and ntj
Owned OR -142*by oeiti;eof t6e Sedtte of by a
dem.estie f t e " e seet*A 9hA be
twiee trhe amount *theto provided in sueeetien t*

9"Aever ORla thhagvfnyt ef ea e
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4* 10 ad.6oa j ,a-t-e e

64 a iiLQ,= 4t o.... !mA on m "6to Q~ he "00 "f e

" 2 Sectin; 2of te u Taf Ac*mel t ofi4 ae n 4e ed
eedeftd~ meftth eftttlmniig 4

4 to rea as4-orlows:

4 " io SFe 2.Pee aiet"h (3 an (4) of su bivision da)
S2 n- Sxectiony1 2f tLqor TaxT Aciot, of 0 4 isame0e

4 ~ ~ ~ ~ O "6Wc 2.Pag01163)an 14) a ubiiin a

5 of section 600 of the wRevenue Act of 1918, as ahnended

6 (relating t ihe tax on distilled spirits generally and the

7 tax on distilled spirits diverted for beverage purposes)

8 (IJ.S.O., Supp. VI, title 26, sec. 1150 (a) (1) and (2)),
9 are amended to read as follows:

10 "'(3) On and after January 1, 1928, and mutil the

11 effective date of title I of the Liquor Taxing Act of 1934,

12 $1.10 on each proof-gallon or wine-gallon when below proof

13 and a proportionate tax a like rate on all fractional parts

14 of such proof- or wine-gallon; and

15 "'(4) On and after the effective date of title I of the

16 Liquor Taxing Act of 1934, $2 on each proof-gallon or

17 wine-gallon when below proof and a proportionate tax at a

18 like rate on all fractional parts of such proof- or wine-gallon.
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I " 'Proidud, howeer, That on and after the effective

2 date of the Rlercnue Act of 1934 aily manufacturer finding it

3 neccmary to use alcohol (other than denatured or specially

4 denatured alcohol) il the arts an/d scietces ol in the inanu-

5 facture, cAtractioi, solution, or pruscrration of any article

6 of cornnierce which when manufactured and prepared for the

7 market i/ un/it for use for intoxicating beverage purposes,

8 may use the saine under rt !julatiowit which shall be procribed

9 by the Secretary of the Trea.sury, and upon satisfying the

10 collector of internal rev'nue for the district wherein he resides

I 1 or carries on bllsinl.,h Jat he h.1 comli 1ed .,ith such regula-

12 lions an~d that such alcohol has becn used therein for no other

13 purposes than hercinaboue staed, and exhibiting and deliver-

14 ity up the stamps which show that a tax has been paid

15 thereon, shall be c'ntdltd to receive from the Treasury of

16 the United States a rebate or repayment of 90 cents on

17 each proof-gallon or wine-gallon of alcohol when below

18 proof and a proportionate ((mount at a like rate on all frac-

19 tional parts of such proof- or tv'ine-gallon: Provided, how-

20 ecer, That such rebate or repayment shall not be made in

21 the case of any alcohol withdrawn from bonded warehouses

22 prior to the effective date of the 1?ev-nue Act of 1934.

21 "'The Secretary of the Treasury shall forthwith pre-

24 scribe the regulations provided for herein for the supervision

25 and enforcement of this Act.' "
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1 SEC. 614. TERMINATION OF TAX ON CANDY.

2 The tax imposed by section 613 of the Recentue Act of

3 1932 shall iwit apply to candy ,sld by the manufacturer, pro-

4 dtcer, or importer after the date of the enactment of this Act.

NoTE.-Section 613 of the Revenue Act of 1932, repealed by the
above section, reads as follows:

"Qg Q& TAX " CANY-
The is. hereby i,&!tt.,* ,,i dtiel4 my44t e utiadt 4 yea'

5 TITLE V--CAPITAL STOCK AND EXCESS-PROFITS

6 TAXES

7 SEC. 701. CAPITAL STOCK TAX.

8 (a) For each year ending June 30, beginning with

9 the year ending June 30, 1934, there is hereby imposed upon

10 every domestic corporation with respect to carrying on or

11 doing business for any part of such year an excise tax of

12 $1 for each $1,000 of the adjusted declared value of its

13 capital stock.

14 (b) For each year ending June 30, beginning with

15 the year ending June 30, 1934, there is hereby imposed upon

16 every foreign corporation with respect to carrying on or

17 doing business in the United States for any part of such year

18 an excise tax equivalent of $1 for each $1,000 of the adjusted

19 declared value of capital employed in the transaction of its

20 business in the United States.
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1 (c) The taxes imposed by this section shall not apply-

2 (1) to any corporation enumerated in section

3 101;

4 (2) to any itun.,ratice company subject to the tax

5 itnpA*,d by Oeci0 201, 204, or 207;

6 (3) to any dome.iic corporation in resped of the

7 year eulinq June 30, 1934, if it did not carry on or

8 do business during a part of the period from the date

9 of the enactimnnt of this Act to June 30, 1934, both

10 dates inclusive; or

11 (4) to any foreign corporation in respect of the

12 year ending June 30, 1934, if it did iwt carry on or

13 do business in the United States during a part of the

14 period from the date of the enactment of this Act to

15 June 30, 1934, both dates inclusive.

16 (d) Every corporation liable for tax under this see-

17 tium shall make a return under oath within one month after

18 the close of the year with respect to which such tax is imposed

19 to the collector for the district in which is located its principal

20 place of business or, if it has iw principal place of business

21 in the United States, then to the collector at Baltimre,

22 Maryland. Such return shall contain such information and

23 be made in such manner as the Commissioner with the ap-

24 proval of the Secretary may by regulations prewribe. The

25 tax shall, without assesment by the Comm ssioner or notice
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1 from the collector, be due and payable to the collector before

2 the expiration of the period for filiuig the return. If the

3 tax is nwt paid when due, there shall be added as part of the

4 tax interest at te rate of 1 per centum a month from the

5 time when the tax became due until paid. All provisions

6 of law (includiug pwialtw) applicable in respect of the taxes

7 imposed by section 600 of the Revenue Act of 1926 shal,

8 in so far as not inconsistent with this section, be applicable

9 in respect of the taxes imposed by this section. The Com-

10 missioner ray extend the time for making the returns and

11 paying the taxes imposed by this section, under such rules

12 and regulations as he may prescribe with the approval of

13 th Secretary, but no such extension shall be for more than

14 sixty days.

15 (e) Returns required to be filed for the purpose of the

16 tax imposed by this section shall be open to inspection in the

17 same manner, to the same extent, and subject to the same

18 provisions of law, including penalties, as returns made under

19 tide 11 of the Revenue Act of 1926.

20 (f) For the first year ending June 30 in respect of

21 which a tax is imposed by this section upon any corporation,

22 the adjusted declared value shall be the value, as declared by

23 the corporation in its first return under this section (which
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' declaration of value cannot be amended), as of the close of its

last i.-oine-Iax taxable year ending at or prior to the close

o (f the year for which the tax is impomd by this section (or as

4 of the date of organization in the case of a corporation having

5 no income-tax taxable year ending at or prior to the dose of

6 the year for which the tax is imposed by this section). For

7 any subsequent year ending June 30, the adjusted declared

8 value in the caxe of a domestic corporation shall be the origi-

9 nal declared value plus (1) the cash and fair market value

10 of noperty paid in for stock or shares, (2) paid in surplus

11 and contributions to capital, (3) its net income, and (4) the

12 amount of the dividend deduction allowable for income tax

13 purposes, and minus (A) the value of property distributed

14 in liquidation to shareholders, (B) distribuiois of earnings

15 or profits, and (C) the exce," o/ the deductions allowable for

16 iwome tax purposes over its gross income; adjustment being

17 made for each income-tax taxable year included in the period

18 from the date as of which the original declared value was

19 declared to the close of its last income-tax taxable year ending

20 at or prior to the close of the year for which the tax is imposed

21 by this section. The amount of such adjustment for each

22 such year shall be enputed (on the basis of a separate

23 return) according to the incone tax law applicable to such



287

1 year. For any subsequent year ending June 30, the adjusted

2 declared value in the case of a foreign corporation -shall be the

3 original declared value adjusted (for the same income-tax

4 taxable years as in, the case of a domestic corporation), in

5 accordance with regulations prescribed by the Commissioner

6 with the approval of the Secretary, to reflect increases or

7 decreases in the capital employed in the transaction of its

8 business in the United States.

9 SEC. 702. EXCESS-PROFITS TAX.

10 (a) There is hereby imposed upon the net income of

11 every corporation, for each income-tax taxable year ending

12 after the close of the first year in respect of which it is tax-

13 able under section 701, an excess-profits tax equivalent to

14 5 per centum of such portion of its net income for such

15 income-tax taxable year as is in excess of 121 per centum

16 of the adjusted declared value of its capital stock (or in

17 the case of a foreign corporation the adjusted declared value

18 of capital employed in the transaction of its business in the

19 United States) as of the close of the preceding income-tax

20 taxable year (or as of the date of organization if it had no

21 preceding income-tax taxable year) determined as provided

22 in section 701. If the income-tax taxable year in respect of

23 which the tax under this section is imposed is a period of

24 less than 12 months, such adjusted declared value shall

25 be reduced to an amount which bears the same ratio thereto
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1 as the number of montlas in the period bears to 12 months.

2 For the purposes of this section the net income shall be the

3 sane as tlia net income for inome tax purposes for the year

4 in respect of which the tax under this section is iatposed.

5 (b) All provisions of law (including penalties) appli-

6 cable in respect of the taxes inpoed by title I of this Act,

7 shall insofar as not inconsistent with this section, be appli-

8 cable in respect of the tes imposed by this section, except

9 that the provisions of section 131 of that title shall not be

10 applicable.

11 SEC. 703. CAPITAL STOCK TAX AND EXCESS-PROFITS TAX IM.

12 POSED BY NATIONAL INDUSTRIAL RECOVERY ACT.

13 Sectiona 217(d) and (e) of tdw National Industrial

14 Recovery Act are amended to read as folows:

15 "(d) The capit-stock tax imposed by section 215 shall

16 not apply to any taxpayer in respect of any year except the

17 year ending June 30, 1933.

18 " (e) The excess-profits tax imposed by section 216 shall

19 not apply to any taxpayer in respect of any taxable year

20 ending after June 30,1934."

NoTs.--Section 217 of the National Industrial Recovery Act will
after the above amendment, read as follows:

Szc. 217. (a) The President shall proclaim the date of-
(1) the close of the first fiscal rear ending June 30 of any

year after the year 1933, during winch the total receipts of the
United States. (excluding public-debt receipts) exceed its total
expenditures (excluding public-debt expenditures other than those
chargeable against such receipts), or
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(2) the repeal of the eightoeatli amendment to the Conati.
tution,

whichever s the earlier.
(b) Effective as of the ist day of the calendar yea following the

date so proclaimed iiection 617 (a) of the Revenue Act of 1932, as amended,
ii auieJidod by striking out "1% cents" and inserting in lieu thereof
"1 cint".

(c) The tax Gn dividends imposed by section 213 shall not apply
to anv dividends declared cc or after the let day of the calendar yar
following the date 8o proclaimed.

(d) The capital-stock tax impoised by -ection 215 shall not aply
to any taxpayer in respect of any year bDntg on at %Aer e 4tA
4Wy 64 Ju:Y, £a61awiitg 46 d*40 go pt'oel.16iMmodcpt 04 yaw ending
JUA 30, IQ33.

(e) The excess-profits tax impoed by section 216 shall not apply to
any taxpaper in respect of uny taxable year &fA* its We.sle ye dtumg

whs edot 9e pseei. mewd ss ending qJ~sr Jsune &0, 1934.

1 TITLE rI-GENERAL PROVISIONS

2 SEC. H4 801. DEFINITIONS.

3 (a) When used bi this Act-

4 (1) The term "person" meana an individual,

5 a trust or estate, a partnership, or a corporation.

8 (2) The term "corporation" includes assocai-

7 tions, joint-stock companies, and insurance companim.

8 (3) The term "partnership" includes a syndi-

9 cate, group, pool, joint venture, or other unincorpo-

10 rated organization, through or by means of which any

11 business, financial operation, or venture is carried on,

12 and which is not, within the meaning of this Act, a

18 trust or estate or a corporation; and the term "part-

14 ner " includes a member in such a syndicate, groupN

15 pool, joint venture, or organization.

16 (4) The term "domestic" when applied to a

17 corporation or partnership means created or organized

J. 53052-19

I
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1 in the United States or under the law of the United

2 States or of any State or Territory.

8 (5) The term "foreign" when applied to a cor-

4 portion or partnership means a corporation or part-

5 nership which is not domestic.

6 (6) The term "fiduciary "' means a guardian,

7 trustee, executor, adnministrator, receiver, conservator,

8 or any person acting in any fiduciary capacity for any

9 person.

10 (7) The term "withholding agent" means any

11 person required to deduct and withhold any tax under

12 the provisions of section 444w 444 142 or 143.

is (8) The term "stock" includes the share in an

14 association, joint-stock company, or insurance com-

15 pany.

16 (9) The term "shareholder" includes a member

17 in an association, joint-stock company, or insurance

18 company.

19 (10) The term "United States" when used in a

20 geographical sense includes only the States, the Terr-

21, tories of Alaska and Hawaii, and the District of

22 Columbia.

23 (11) The term "Secretary" means the Secretary

24 of the Treasury.
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1 (12) The term " Commissioner" means the CJom-

2 missioiier of Internal Revenue.

3 (13) The term "collector" means collector of

4 internal revenue.

5 (14) The term "taxpayer" means any person

6 subject to a tax imposed by this Act.

7 (b) The terms "includes" and " including" when

8 used in a definition contained in this Act shall not be deemed

9 to exclude other things otherwise within the meaning of

10 the term defined.

11 SEC. "a 6102. SEPARABILITY CLAUSE.

12 If any provision of this Act, or the application thereof

1s to any prson or circumstances, is held invalid, the remainder

14 of the Act, and the application of such provisions to other

15 persons or circumsanccs, shall not be affected thereby.

16 SEC. R-U 803. EFFECTIVE DATE OF ACT.

17 Except as otherwise provided, this Act shah take effect

13 upon its enactment.
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