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TITLE I-INCOME TAX

. SUBTM A-NRODUCTORY PROVEIIOS
9 SEC. L APPLICATION OF TITLE.

4 The provisions of this title shall apply only to the tax-

5 able year 4928 1932 and succeeding taxable years. Income,

6 war-profits, and excess-profits taxes for taxab!p yos pre-

7 ceding the taxable year -928 1932 shall not, be affpqted by

8 the provisions of this title, but shall ren 'n subject to the

9 applicable provisions of prior revenue Acts,, except,as such

10 p visionss are modified by Ti le JM7  andV Title IX

1 or 80ion 811(o) of this Act or by legistioA enacted sub-

,12 sequent to this Act. r

18 SEC. 2 CROSS REFERENCES.

I.I The cross references in .this title to other portions of

. the tide, where the word "sen" iv,ued, re made only

.16, for pozlvenjence, and shall be given o legal eleot,
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I SUC. & CLASFICATION OF PROVISIONS

2 The provisions of this title arc herein classified and

3 desinat a-
4 Subtitle A-Introductory provisions,

5 Subtitle B-Geieral provisions, divided into

6 Parts and sections,

7 Subtitle C-Supplemental provisions, divided

0 into Supplements and sections.

9 82C. 4. SPECIAL CLASS OF TAXPAYER&

10 The application of the General Provisions and of

ii Supplements A to D, inclusive, to each of the following

12 special clsses of taxpayers, shall he subject to the exeptlons

1.3 and additional provisions found in the Supplemnit applicable

It to such clas, as follows:

I.. (a) Estates and trusts and the beneficiaries thereof,-

I t; Supplement E.

17 (b) Members of partnerships,-Supplement F.

18 (o) Insuranoe companies,-Sapplement 0.

(d) Nonresident alien individuals,-Supplement Al.

.'20 (e) Foreign oorpomtions,--Supplement I.

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

22 States who are not otherwise citizens of the United States

2. and who are not resiezwt of the United Stes:,-&pple-

Z* menu J,



I (j) Individual eiiuns of the United Stam or doie-

3 tic ottiou, satisfying the emitim of eetion 25I~by

S rea of deriving a le portion of their prmoe

4 frem sowes within a peujon of the United Stat-
5Suspplama .

6 (h) 0hina Trade Aot oorportio,-&pplementK.

V. UBT1TI B--GENRL PROVISIONS

8 Pot -Rairn t Tax I

9 AC. U. NO AL TAX ON INDM AA 1

10 There shall be levied, 1,oe.- and paid for soh

11 taxable year upon the net income of every individuoi i

12 norzaal tax equal to the sum of the following:

is (a) 4+ peie enk ,2per en of the fit 4,900

14 of the amount of the net income in eess of the reoit

16 against net income provided in section 25; ",

•'10 (b) & per enom 4 per cat= of the next #$4.(

17 of suc zess amount; and

18 (o) 6 per eaent 7 rcentr umof the remainder

'19 of such exo amount.

20 SEC. IL $URAX ON INDIVIDUALS.

21+ (a) Ranu ov Su Ax.-There shuil be levied, teol-

22 looted, sad p& for each taxable year upon the net income

s of every lpdividual a surtax as follows:
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60 upon ie iwomm of $18,000; and upon ne

2in, wmm of $18,000 and a in aoe of

3 $2,000, 5 per metum in addigon of sk now.

4 0960 upon ow income of W20,0); and upon ael

S iom a mm' of $0,000 and o i euof

0 $M 000, 6 per cenlum in addition of suc no.

7 OW80 upon net incomes of $22,000; and upon net

8 u i, osoms in exow of $22,000 and not in arw e ot

9 $4,000, 7 per eium in addition of muc &a.

1O $620 upon net incomes of $24,000; and upon n

4 imoom in eaeas of $24,000 and not ine s c

12 $26,000, 8 V&r centum in addition of aw s mltecs.

t. $1780 upon et in mes of $26,000; and upon ned

14 iwome in eme of $26,000 and not in emces of

15 $28,000, 9 per centum in addition of adc mosm. %

f 01$960 upon ne income of $28,000; and upon nd

17' iom in# tew of $28,000 and no inexces Of'

1 ,000, 10 per centum in addition of sk eca.

w $1,160 upon net incomes of $30,000; and up*,R

ne Sscooml in mm of $30,000 and tsot in exe f

21 MOM0( 1"Per centum in additin Of MAw excess

2 $1,880 upon net income of $3,000; and up4,'

28 ne tc nm of $2O,000 and not inema e

24 $54000, 12- per cemsium in addition of suc exces. 4



14,

1 $1,620 upon net incomes of $34,000; and upon

9 net incomes in excess of $34,000 and not in excess of

8 $36,000, 13 per centum in addition of such ecess.

4 $1,880*upon net incomes of $36,000; and upon

5 net incomes in oee of $36,000 and not in excess of

6 $38,000, 14 per centum in addition of stwh excess.

7 $2,160 upon net incomes of $98,000; and upon

8 net income in excess of $38,000 and not. in excess of

9 $40,000, 15 per centum in addition of such excess.

10 $2,460 upon net incomes of $40,000; and uptn

It net incomes in e.Xcews of $40,000 and not in excess of

12 $42,000, 16 per centum in addition of such excess.

1s $2,780 upou net incomes of $42,000; and upon

14 net inconzew in excess of $42,000 and not in excess of

15 $44,000, 17 per centum in addition of such excess.

16 $3,120 upon net incomes of $44,000; and upon

17 net incomes in excess of $44,000 and not in excess of,

18 $46,000, 18 per centum in addition of suck excess.

19 $3,480 upon net incomes of $46,000; and upon

20 net inw imn excess of $46,000 and not in excess of.

21 $48,000, 19 per, century in addition of such excess.

22.. $3,860 upon net inannes of $48,000; and upon

28 net incomes in excess of $48,000 and not in exess of

24 $50,000, 20 per centum in addition of such exess.
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$4,260 upon net incomes of $50,000; and upon

net incomes in excess of $50,000 and not in exe of

3 $52,000, 21 per centum in addition of such 'excess. '

4 $4,680 upon net incomes of $52,000; and upon

net incomes in excess of $52,000 and not in excess of

$54,000, 22 per centum in addition of such excess.

7 $5,120 upon net incomes of $54,000; and upon

8 net incomes in excess of $54,000 aad not in excess of

9 $56,000, 23 per centum in addition of such excess.

10 $5,580 upon net incomes of $56,000; and upon,

11 net incomes in excess of $56,000 and not in excess of

12 $58,000, 24 per centum in addition of such exce .

13 $6,060 upon net incomes of $58,000; and upon.

14 net incomes in excess of $58,000 and not in excess of

15 $60,000, 25 per centum in addition of stwh excess.

16 % .,$46,560 upon net incomes of $60,000; and upon

17 net incomes in excess of $60,000 and-not in excess of

18 $62,000, 26 per centum in addition of such excess.

19 . 7,080 upon net incomes of $62,000; and upon"

20 t iw comes in, excess of $62,000 and not in excess of'

21 $64,000, 27 per centum in addition of such -excs.

22 $7,620 upon net incomes of $64,000; and upon

23 net incomes in exces of $64,000 and not in xces

24 $66,000, 28 pei, centum in addition of such excess.



1 $8180 upon net incomes of $66,000; and upon

2 net incomes in ae of $66,000 and not i exce of

3 $68,000, 29 per centum in addition of, d excess.

4 $8,760 upon net imome of $68,000; and upon

5 net iomes in exces of $68,000 and not in exceeds of

6 $70,000, 30 per centum in addition of suc excess.

7 $9,360 upon net incomes of $70,000; and upon

8 net incomes in ae of $70,000 and not in mees of

9 ¢72,000, 31 per centum in addition of suk -ecess.

10 $9,980 upon net inomnes of $72,000; and upon;

11 net incomes in excess of $72,000 and not in exces of

12 $74,000, 32 per centurn in addition of such excess.

18 $10,620 upon net incomes of $74,000; and upon

14 net incomes in excess of $74,000 and not in excess of

1 $76,000, 38 per centum in addition of such -e

16 $11,280 upon net incomes of $76,000; and upon

17 net income in excess of $76,000 and not iw ecew of

18 $78,000, 34 per centum in addition of nee excess.

19 $11,960 upon net incomes of $78,000; and upon:

20 neti i* excess of 878,000 and not in erves of,

21 ,6o oo0, 3 f &tw, in ad80, 5ko k A O m.

10 $1,2j660 upon net income of $80,000; and upon

go net incomes in -exces of $80,000 and not in exces of

24 $85,000, 36 per centum in addition of such excess.
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1 $14,460 upon net incomes of $85,000; and upon

g nt incomes in exess of $85,000 and not in exem of

8 $90,000, 87 per centum in addition of such emcess.

4 $16,310 upon net incomes of $90,000; and upon

-net incomes in excess of $90,000 and not in &eeof

6 $95,000, 38 per centum in addition of such emess.

7 '$18,210 upon net incomes of $95,000; and upon

8 net incomes in excess of $95,000 and not in emcs of

9 $100,000, 39 per centum in addition of such ex ,.

'10 $20,160 upon net incomes of $100,000; and upon

11 net incomes in excess of $100,000, 40 per centum: in

addition of such excess.

13 (b) SALE OF MINES AND OIL OR GAS WBLLs.-For

'14 ilmitationa of surtax attributable to sale of mines and oil 6r

u-) gas wells, see section 102.

16 (c) CAPITAL NET GAINS AND Imoss.-For rate

17 and comtitation of tax in lieu of normal and surtax in cue

18 of net incomes of not less than P $25,000, 'approxi-

iv .'mately, or in case of net incomes, excluding items of capital

o20 -gain, capital loss, and capital deductions, of not less than

21 O $25,000, approximately, see section 101.

22 (d) EVASION OF SURTAXES BY INCORPORATION...-

.28 For'tax on-corporations which accumulate surplus to evade

,24 Artax on stockholders, see section 104.
. ZH.,R.,10286----2-
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SEC. 1& TAX ON CORPORATIONS.

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

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

corporation, a tax of 4- pef eenkm 13j per centum of the

amount of the net income in excess of the credits against

net income provided in section 26.

(b) EXEMPT CORPORATIONS.--For corporations ox-

empt from tax, see section 103.

(C) IMPROPER ACCUMULATION OF SURPLUS.-For

tax on corporations which accumulate surplus to evade

surtax on stockholders, see section 104. .

SEC. 14. TAXABLE PERIOD EMBRACING YEARS WITH DIF-

FERENT LAWS.

If a taxable period embraces portions of two calendar

years for which the laws are different, the tax shall be

computed as provided in section 105.,

Part H-Computation of Net Income

SEC. 2L NET INCOME.

"Net income" means the gross income computed

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

SEC. 22. GROSS INCOME.

(a) GENERAL DEFINITION.--" Gross income" in-

olides gains, profits, and income derived from salaries,

wages, or compensation for personal service, of whatever

kind and in whatever form paid- or from professions, vo-
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1, cations, trades, businesses, commerce, or sales, or dealings

2 in property, whether real or personal, growing out of the

8 ownership or use of or interest in such property; also from

4 interest, rent, dividends, securities, or the transaction of any

5 business carried on for gain or profit, or gains or profits

6 and income derived from any source whatever.

7 (b) EXOLUSIO . ROM oGROss INCoME.-The follow-

8 ing items shall not be included in gross income and shall be

9 exempt from taxation under this title:

10 (1) Lo'n INSUBANo.--Amounts received under

11 a life insurance contract; paid by reason of the death

12 of the insured, whether in a single sum or in install-

13 ments (but if such amounts are held by the insurer

14 under an agreement to pay interest thereon, the in-

15 terest payments shall be included in gross income),;

16 (2) ANNUrIES, BT.-Amounts received (other

17. than amounts paid by reason of the death of the

18 insured and interest payments on such amounts)

19 under a life insurance, endowment, or annuity cono-

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

21 received before the taxable year under such contract)

22 exceed the aggregate premiums or consideration paid

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

24 the excessshall be included in gross income. In the

2 5 case of a transfer for a valuable consideration, by as-
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I signment, or otherwise, of a, life insurance, endowment,

,2. or. annuity contract, or any interest therein, only the

;8 actual value of such consideration and the amount

4 of the premiums and other, sums subsequently paid by

5 .. the transferee shall be exempt from taxation, under

paragraph (1) or this paragraph;*

7' (3) GwPrs, BEQUESTS, AND DEVISES.---The value

)8 of property acquired by gift, bequest, devise, or in-

heritance (but the income from such property shall

10 be included in gross income) ;

4 !(4) TAx-Ilmm rt;Tms .- Intrest ,upon (A)

.'If. ' the obligations of a State, Territory, or any political

13- subdivision thereof, or the District of, Columbia.; or

14 (B) securities issued under the provisions! of the Fed-

17, . eral Farm Loan Act, or under the provisions of such

16 Act as amended; or (C) the obligations of the United

17 . States or its possessions' Every person owning any

18 of the obligations or securities enumerated in clause

19 (A),, (B), or (C) shall, in the return required by this

20 title, ,submit 'a statement showing the, number and

21 amount of such obligations and securities owned by him

22,, and the income received therefrom, in such form ahd

23 with such information as the Commissioner may re-

24! quire. In thecase of obligatiois of the United States

26 issued ,after 'September) 1, 1917 (other 'than posWd
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U, savings certificates of deposit), the interest shall be

2 exempt only if; and to the extent provided; in the re-

:1 spbociie Acts authorizing the issue thereof as amended

41, and supplemented, and shall be excluded from gross

income only if and to the extent it is wholly exempt

6 to the taxpayer from ineeme taes the taxes imposed

7 by this title;

8 (5) COMPENSATION FOR INJUBIB OB SICK-

9 Nm.-Amounts received, through accident or health

10 insurance or under workmen's compensation acts, as

IV1 compensation for personal injuries or sickness, plus the

12 amount of any damages received whether by suit or

13 agreement on account of such injuries or sickness;

14 1 (6), NSIoNS AND, WORLD WAR COMENSATION

1& , PAY NTh--Amounts received as compensation, fain-

10 ily allotments and allowances under the provisions of

17 •the Wir Risk Insurance and the Vocational Rehabilita-

18 tion Acts or theWorld War Veterans' Act, 1924, or as

19 pausions from the United States for service of the bene-

20 ficiary or another in the military or naval forces of the

21) ,LUtited States in time of war, or as a State pension for

22.1, servicesrendered. by the, beneficiary or another for

24 which the -State is. paying a pension;

24 - )--(;+ RUW O M O*N 3C3LLTI O*5f. T

25! weived . Y ftf ittdiidtl he ideids or n
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2VLi I hi IIv mt,,iP g

'5. ne& emeeed O j

6 48Y (7) MINISTMs.-The rental value of a

7 dwelling house and appurtenances thereof furnished to

8 a minister of the gospel as part of his compensation;

9 4) (8) MMOBLLANBOUS ITEMS.--The following

10 items, to the extent provided in section 116:

11 Earned income from sources without the'

12 United States;

13 Salaries of certain Territorial employees;

14. The income of foreign governments;

15 . Income of States, municipalities and other:

16 political subdivisions;

17 Receipts of ship owners' mutual protection

18 and indemnity associations;

19, Dividends from China Trade Act corpora-

20. tions.

21 (c) INvENTouRs.---Whenever in the opinion of tho-

22 Commissioner the use of inventories is necessary in order-

•:, clearly to determine the income of any taxpayer, inventories.

24 shall be taken by such taxpayer upon such basis as the Com-

25 missioner, with the approval of the Secretary, nay prescribe"
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I as conforming as nearly as may be to the best accounting

2 practice in the trade or business and as most clearly reflecting

8' the income.

4 , , (d) DISTRIBUTIONS BY CORPORATIONS.-Distribu-

5 tions by corporations shall be taxable to the shareholders as

6 provided in section 1.15. , ,

7 (e) DETERMINATION OF GAIN OR Loms.-In the case

8 of a sale or other disposition of property, the gain or loss shall

9 be computed as provided in sections 111, 112, and 113.

10 (f) ,GRoss INCOME FROM SOURCES WITHIN AND

11 WITHOUT UNITED STATF.-For computation of gross in-.

12 come,from sources within and without the United States,,

13 see section 119.

14. SEC..23, DIDUqTIONS FROM GROSS INCOME.

15 I computing net income there shall be allowed a

16 deductions:

(a) ExPJmNs1.--All the ordinary and necessary ex-,

18, penses paid or incurred during the taxable year in carrying

19', on any trade or business, including a reasonable allowance for

20 alri s or other compensation for personal services actually,:

21 rendered; traveling expenses (including the entire amount

22 expended for meals and lodging) while away frqm home in

28 the pursuit of , tdrae or business; and rentals or other pay-.

24 ments rguked tQ be made as A. conditgn to the continued.

25,, 4,o0 'r! possession; for purposes of the trade or, business, of.
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1; property to which the taxpayer has not taken oris not taking

2, title or in which he has no equity,

8 (b) IhrNiwsT.-All interest paid or aoerued within

4- the taxable year. on indebtedness, except on indebtedness

5 incurred or continued to purchase or carry obligations or

6 securities (other than obligations of the United States issued

7 after September 24, 1917, and originally subscribed for by

8 the taxpayer) the interest upon which is wholly exempt

9 from atiem tmidei the taxes imposed by this title.

10 (c) TAxxm GBNERALLY.-Taxes paid or accrued

11, within the taxable year, except-

12 (1) income, war-profits, and excess-profits taxesI

13 imposed by the authority of the UnitediStates;

14 (2) se m ,eh e *e income, war-proftit, and ek-

10, cess-profits taxes imposed by the authority of any;

16 foreign country or possession of the United Wtae ,;

17 is a ted s et edi the 4m t i eetien 41 ,

18. Sttea; 5ut this deduction hall be allowed in the- cas

19! of a taxpayer who does not signify in hi8 return hit

20' desire to have the benefde of section 131' (ratIng to,:

21 credit for taxes of foreign countries and pomession of-

22 the United States) ; and

2 ot(3) taxes assessed against local, benefits of a kind,

24 tending to increase the value of the property aaewed;

25 but this paragraph shall not exclude the allowance as.

1, -4 f



W5.

1 a deduction of so much of such taxes, as is properly

.2 allocable, to maintenance or interest charges.

8 For the purpose of this subsection, estate, inheritance;

4. legacy, and succession taxes accrue on the due date thereof,

5 except as otherwise provided by. the law of the jurisdiction

6- impose such taxes, and shall be. allowed as a deduction

7 only to the estate.

8 (d) TAxm OF SHARIHOLDER PAID BY' COtPOR

9 TION.-The deduction. for taxes allowed by subsection (c)

10 shall be allowed to a corporation in the case of taxes imposed

11 upon a shareholder of the corporation upon his interest as;

12 shareholder which are paid by the corporation without re-

Is 'imbursement from the shareholder, but in such, cases no

14 deduction shall be allowed, the shareholder for the amount

15 of such taxes.

16 (e) Lomseis uY INwVI ms 1%.---ti Subject to the lim-

17, itation provided in abetion (r), (8), aid (t) of this

1 etion; in, the case of an individual, losses sustained during

19 the taxable year and not compensated for by insurance or

20 othewis&-

21 .(1) if incurred intrade or business; or

22 (2) if incurred in any transaction entered into

28 for profit,. though not, connected Nwith the trade or

24- business; or!
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1 (8) of property not connected with the trade or

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

8 or other casualty, or from theft,

4 (f) LOSSES BY CoRPoATIn.-4ft Subject to the lim-

5. itatiow provided in subsections (r), (a), and (t) of this

6 section, in the cue of a corporation, losses sustained during

7 the taxable year and not compensated for by insurance Or

8 otherwise,

9 (g) BASIS PoA DUPMMININO Loss.,-The basis for

10 determining the amount of deduction for losses sustained,

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

12 same as i .... : ift seiept44g adjusted basis provided in,

1. section 113(b) for determining the gain or loss from the:

14 sale or other disposition of property.

15 (h) Loss ON SALE OF STOCK OR ScURITIMs.--For

16 disallowance of loss deduction in the case of sales of stock

17 or securities where. within thirty days before or after;

le the date of the sale the taxpayer has acquired substantially

19 identical property, see section 118.'

20 (i) NET Ioss.-The special deduction for net losses.

21 of e eyeM a prior. year, to the extent provided in.

22 section 117.

.(j) BAD DEBS.-Debts ascertained to be worthles.-

24 and charged off within the taxable year, (or, iu the discre-,

?5 lion of the Commissioner, a reasonable addition to a reserve



2l

1 for bad debts) ; and when satisfied that a debt is recoverable

2 only in part, the Commissioner may allow such debt to be

8 charged off in part.

4 . (k) DJpmP cnTIos.--A reasonable allowance for the

5 exhustion, wear and tear of property used in the trade or

6 business, including a reasonable allowance for obsolescence.

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

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

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

10 property and shall be allowed to the life tenant, In the case

11 of property held in trust the allowable deduction shall be

12 apportioned between the income beneficiaries and the trustee

13 in accordance with the pertinent provisions of the instru-

14 ment creating the trust, or, in the absence of such provi-

15 sions, on the basis of the trust income allocable to each.

16 (1) DEPLEvTwOw.-In the case of mines, oil and gas

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

18 ance for depletion and for depreciation of improvements,

19 according to the peculiar conditions in each case; such

20 reasonable allowance in all cases to be made under rules

21 and regulations to be prescribed by the Commissioner, with

22 the approval -of the Secretary. In any case in which it is

23 asertained as a result of development work that the recover-,

24 able. Units. are greater or les than the, prior. estimate thereof,

25 then such prior, etimate (but not the basis. for depletion) shall
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I be revised and the allowance under this subsection for

2 subsequent taxable years shall be based upon such revised

8 estimate. In the case of leases the deduction shall be

4 equitably apportioned between the lessor and lessee. In

5 the case of property held by one person for life with

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

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

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

9 the case of property held in trust the allowable deduction

10 shall be apportioned between the income beneficiaries and

11 the trustee in accordance with the pertinent provisions of

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

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

14 (For percentage depletion in, cAtse of sulphur and of oil and

15 gas wells, see section 114 (b) (3).)

10 (m) BASI8 FOR DBPREOIATION AND DEPLETION.--

17 The basis upon which depletion, exhaustion, wear and tear,

18 and obsolescence are to be allowed in respect of any property

1) shall be as provided in section 114.

20 (n) CHARITABLE AND OTHER CONTRIBUTIONS.-

21 In the case of an individual, contributions or gifts made

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

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

24 any political subdivision thereof, or the District of

25 Columbia, for exclusively public purposes;
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(2) , my a corporation, or trust, or community

2 chest, fund, or foundation, organized and operated

8 exclusively for religious, charitable, scientific, literary,

4 or educational purposes, or for the prevention of cruelty

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

6 'which inures to the benefit of any private shareholder

or individual;

8 (3) the special fund for vocational rehabilitation

9 authorized by section . of 0* Voeatienel Rehb'l.wi'n

to A4 12 of the World War Veterans' Act, 1924;

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

12 auxiliary units or societies of any such posts or organ-

13 izations, if such posts, organizations, units, or societies

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

I5 sions, and if no part of their net earnings inures to the

it; benefit of any private shareholder or individual; or

17 (5) a fraternal society, order, or association, op-

18 rating under the lodge system, but only if such con-

19 tributions 'or -gifts are to be used exclusively for

2,,) religious, charitable, scientific, literary, or educational
/

21 purposes, 'or for the prevention 6f, cruelty to children

22 or animals;

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

24 not exceed 15 per centum of the taxpayer's net income !as

25 computed without the benefit of this subsection. Such
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1 contributions or gifts shall be allowable as deductions only

2 if verified under rules and regulations prescribed by the

8 Commissioner, with the approval of the Secretary. (For

4 unlimited deduction if contributions and gifts exceed 90 per

5 centum of the net income, see section 120.)

6 (o) FUTURE EXPENSES IN CASE OF CASUA BALM

7 OF RE, PBOPERTY.-In the case of a casual sale or other

8 casual disposition of real property by an individual, a reason-

9 able allowance for future expense liabilities, incurred under

10 the provisions of the contract under which such sale or other

11 disposition was made, under such regulations as the Com-

12 missioner, with the approval of the Secretary, may prescribe,

13 including the giving of a bond, with such sureties and in such

14 sum (not less than the estimated tax liability computed

15 without the benefit of this subsection) as the Commissioner

16 may require, conditioned upon the payment (notwithstand-

17 ing any statute of limitations) of the tax, computed without

18 the benefit of this subsection, in respect of any amounts

19 allowed as a deduction under this subsection and not actually

20, expended in carrying out the provisions of such contract.

21. (p) DIVIDENIe RECEIVE BY CQBPORATION.-In

22 the case of a corporation, the amount received as dividends-

23 (1) from a domestic corporation which is subject

24 to taxation under this title, or
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1 (2) from any foreign corporatidn when it is

2 shown to the satisfaction of the Commissioner that

3 more than 50 per centum of the gross income of such

4 foreign corporation for the three-year period ending

5 with the close of its taxable year preceding the declara-

6 tion of such dividends (or for such part of such period

7 as the foreign corporation has been in existence) was

8 derived from sources within the United States as deter-

9 mined under section 119.

10 The deduction allowed by this subsection shall not be

11 allowed in respect of dividends received from a corporation

i2 organized under the China Trade Act, 1922, or from a

13 corporation which under section 251 is taxable only on its

14 gross income from sources within the United States by

15 reason of its receiving a large percentage of its gross income

16 from sources within a possession of the United States.

17 (q) PwwoN ThusTs.--An employer establishing or

is maintaining a pension trust to provide for the payment of

1 () reasonable pensions to his employees (if such trust is exempt

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

21 exclusive benefit of employees) shall be allowed as a deduo-

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

23 the taxable year to cover the pension liability accruing

24 during the year, allowed as a deduction under subsection
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1' (a) of this~section) a reasonable amount transferred or paid

'2 into such trust during the taxable year in excess of such

contributions, but only if suoh amount (1) has not thereto-

r4 fore been allowable as a deduction, and (2) is apportioned

in equal; parts over a period; of ten oenseotive years begin-

;, ning with the year in which the transfer or payment ismade.

7 i(r) LImiTATioN ON STOCK Loses.s--Losses from

8' sales or exchanges of stocks and bonds (as defined in sub-

) section (v) of this section) which are not capital assets (as

'10 defined in -section 101) shall be allowed only to the extent

i t of the, gains from such sales or exchanges. This- subsection

12 shall not apply to a dealer in securities in respect'of transao-

1 3 tions in the ordinary course of his 'business with his customers.

'1 (s) SAME--CAPITAL A ETs.-Losses from sales or

,15 exchanges of stocks and bonds (as defined in subsection (v)

10' of this section) -which are capital assets (as defined inspection

':17::- 101) shall be', allowed only to'the extent of the gains from

1$ such 8a1s or exchanges.,

t, (t) SAME--OFFSETS.-

,0 (1) Losses disallowed as a deduction by subsec-

21 tion (r) shall, for the 'purposes of this title, be consid-

22 ered as losses from sales or exchanges of stocks or,

23 bonds which are capital assets.

'.24 (2) Losses disallowed as a deduction by subsection

25 (s) shall, for the purposes of this title, be considered



1 as losses from wsles or e &e anjes of stoc and bohd

2' jnJ to" 10b-fl~ M*nt assets. In ,fto case shall 'this

8 para ph operate to make the tax less that' a tax

4 -ot6tpfted without regard to the proviions of subsect"s

(r) and (s) and this submetion.

. (t) 8AM--8 IfOT SALs.-For the purposes, of

7 this :tit, oins.or losses (A) from short sales of stocks and

'8' ' (B) attributable to privileges or options to buy or

;1191 *dlc stocks and bonds, or (C) from sales or exchanges

10 of such privileges or options, shall be considered as gains or

1i 16Me ifrm gales or changess of 1 Wosks', r bonds which' 'ire

18 ' (t,)DINImION OF STOCKS AND BONDS.-As used

14,K i% sb~edious (r), (s), (t), and (u), the ter "stock ahd

'1i bond" teans (1) Mares of stock in any eo 'pration, or (2)

1i':. 4htsto "bsrb for or to receive such shares, or (3) botts,

'1,7 .donttores, -wka,,or oertiflcate8 or other evidehes of indebt-

jl *med A, W by any corporation (other than a 9overnmrnt

' , o' politicall subdivision thereof), with interet ,coupdn

: in reOistered form, or (4) certificates of Profit, or of inter-

.21 e. in.property.or accumulations, in any investment trustor
,,22 ,Smilr organization holding or dealing in -any of the inSti4 -

,0. vwnmts mentned or described in this Subsection, te#ardkss
hi2 4 & f wk .hrds tt"*t investment, trtst :or Similar o 'ganisa

. .',. ioonsatiu a corporation within the meaning of 8is Act.

H. R. 10236-3
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). =C. 24 ITEMS NOT DEDUCTI!WE k ,

,2 / (a) Jm~m~LW RUL,--II 0oM.putingnet income no

deduction shall in any cape be allowed in rept of-- ,

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

5 (2) Any amount paid gut for,,vew ,building, or

6 for permanent improvements or, betterments made, to

7 increase the value of any property. ov"st;

(3) Any amount expended in restoringproperty

9 or in making good the exhaustion thereof for whicd, an

,10,, allowance is or has been made; or

11 ,. (4) PreNmumspaid on anyf inuru policy

12 covering the life of any officer or employee, or, of "ny

13 person financially interested in any trade or busigws

,,14 carried on by the taxpayer, when ,the taxpayer i is

16 dir&etly or indirectly a beneficiary under such, policy.

S16 (b) HOLDS OF LwE, o TiBENam INITB T-

17 "Amounts paid under the laws of any ftt, Territory, Dis-

18 ,trer of Columbia, possession of, the UnitedStates, or foreign

10, country. as income to the holder" of, a life, or.terminable

2Q interest acquired by gift, bequest, or inheritance shall not be

21 reduced or diminished by any deduction for shrinkage (by

22 , whatever name, called) iA, the, xaue:, 9f, apih interest. due :to

.2&; the lapse, of time, nor, by any. dedw tion allowed bytuis Act

.24,, (except the deduotion, provided, for in aubseotios -(k) !pd

25 ,(), of section 23) for the purpose of ,.omputing, the net

i '
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M 0!oone of ,,n estate or trust but not allowed under the laws

2 of aUQ State, Territory, District of Columbia, possession of

8 the United States, or foreign country for the purpose of com-

-A puttingg the income to which such holder is entitled,

V, (c) TAX WITELD ON TAX-FRE COVENANT

(i Bowpo.-For tax withheld on tax-free covenant bonds, see

7 section 444 143(a) (4).
E 8C. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

9 There shall be allowed for the purpose of the normal

10 tax, but not for the surtax, the following credits against the

11 net income:

12 (a) Divmww .- The amount received as dividends-

13 (1) from a domestic corporation which is subject

14 to, taxation under this title, or

15 (2) from a foreign corporation when it is shown

,16. to the satisfaction of the .Pommissioner that more than

17 50 per centum of the gross income of such foreign

18 corporation for the three-year period ending with the

1$) close of its taxable year preceding the declaration of

2C such dividends (or for such part of such period as

21 the corporation has beep in existence) was derived

22 from sources within the United States as determined

under the provisions of section 119.

24. For the taxable years 1932 and 1933 the credit allowed

25 under this suho ,tion shall be limited to the amount received



ds diviend from a' dhtidcl 06V b W icbh~ tA

, taaiation under this iitle; 'Me g 'icoiiif ldichfor the

M t'db year preceding e year in hic'i Aa

4 paid "id not exceed $e5,0'0O. T 'cet" , 1 b'y this

. , 't:,becti-n shall noi b' alliedd in'xic~pect'lof dividends

' received from a corporation organized ,e the, 1i',- Tride

7 Act, 1922, or from a corporaioA Whihi unaer section 251 is

8 Axibkl only on its gross in cme firom sources wihin the

'"UMited Stated by reasdia ,' its receiving a large percentageI

10 of-ts gross income from souz'des within a' ossessioi of' lte

S 11* United States. Jlit...Wh Dii L

12(b TMFERST ON' ttiTED STATES 0BLIGATIONS.

e3 ' amount received as interest upon obligations of 'the

14 United States which' is cludea in gross income unter181 (-du e ' , h o

15 secton 2.

16 ; Ph BN L, " .'XEM O Jn " the case of a sigle

,a persona exemption ol j ',000; or in the

case of the head of a ialy or a acperson living With

' husbah'd or wife, a personal exemption of ,,.. $2, 0.

20h A husband and "wifeliving together sh1 receive but one

21 personal exemption. The amount of suc personal exemp-

22 ' tion shall 1e- O $2,500. If such husband and fe

23 make , e personal exemption may be taken

24 by either or divided between them.



14,j Id) OtiDIT roe D~I~WBED1T.S4 00for each peri

i lon f(othez than- husband ,or wife) dependent upon and.;

16 i reoeiving hisohiof, iuppot from the taxpayer if a&io depend,:

171.fen&1erwntis undert eighteen, year of -agoior. is incapablq,

18. iol sItupport becausementaly ,or. physioaly defective.

2~~~ 14+ii" heb 6.estito fe R4 w Ye

'wl 41 '* M "J 'f & 4IRWwi\te '016

26) emut)kq &e 'iete a
"r"1 %pp "I'15'pye

I a 2we ese i4g.i; ~e

W$~ ' fWo we Whe d \OE Itfw /+wio "*fwI~ the7 Imo- I

10 &mun ilwhisl*\"* ke " ae tit i4f Ph "Msy*I
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1

s the f ohis %aepa is oelu6eW eit ed

3 , W .beaWoedtthe epe"giuee Vayv,*daeeef ,
,,,.. ie to hie e t e the leoe , of e yee

5 f the stataU of the taxpayers in. so far;dit aecet.the perl I

f sonal exemption or credit for depen&nts, chaig~ during:

7,1 ,tke taxable year, the personal exemption and credit shall be,

R) -qPpo'rWm, 'under 4rudea ad regulan prescribd by thd;!2

i commissioner with the approval of the seeretany,.i atcord4iA

j o ancewth the ni umber of months before and after such chuznge4

I oi For the purpose of sumch apportionment a fractional part oi
'I

Fi:a'-wiwA shall be disregarded unle ss it amounts 4o ore tha*.V

I f'v-Izhf a month in whioh case it shall' be conideredas a mnS

14i'd '.(f) 'EARNED INCOME CREfDIT-12j pr ontum o

1, th amout of th.e earned net, income,, but,.not ".exess ofj

1Wi 12 *-"*r eentum of the amount of te nt inroe t

17 1 '.." !.!(g) EARND INcoME DsNIITIotlF4-"FO the pwI

19' , ' (1) "Earned income" m. ns. wagses,' salariet 4

20 #Apq tsinl et a#d other ahount-s cwvd a8 ow":

21' penstion -for -personal services a.tualy rvered,bu'p

does' not indude that part, of the compat n .deren

2:3 by the taxpayer for -personal services 4enderdbyhW

, a. corporatiO whick ,ret a-distbu&n of

b ---earnit or profits rlthOT the a n~blet-Wlloani



39

as compeasato for the personal services actually ren-

2 dered.: in the ease of a taxpayer engaged ina trade

3 or business in which both personal service and capital
arev material income producing factors, a reasonable

S,, lowan=e' asc, com pensation ,for, the personal .series

6 asaually renderedd .by the taxpayer, not, in excess of, 20

7,' per eent m -ofhi6 share of the net profits of such trade

8 " o bunem, shall! be considered- as earned income.

9 '(2) "Earned income, deductions" -means such

10 deductions as are allowed by section 23 for the purpose

11 of compihngo i 4 d Ae , and are properly allocable to:

12 or chargeable against datneJ . .c.. ..

13 , -- (8) ',',E-afednet income',mea4 athe 'excess of a

14 ->Qi the tzmount, oft the1 arned income bver; the sum of the

15 't -, earned income deductions If the taxpayer net in-

.oe i? not more; than 45,000, his -entire net income i
1~~<' ekl tnsdeiedtc~e ak&ed nelid'sme and if his

18w I 4W ir meis, more, than .$5;000, his earned iiet income I

11 4 s +sh'alFn be.x~Msidered to tbe less thanw $5,000. In no 4

241 SM,(:iv shallthe earned wet inome be eonideroto be more_

21 ha $1004,O.

22i?, S1C. 2k "CUIDITS 0? (ORPO ATION AGAINST NT. INCOME.

(,)v .Ror the putposeotlyof the; tax imposed, byisection 13

epk Ithere sml be-allowv4 the following credits t

-- -
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(a) The amount received as interest upon. obligations

2, of the United States which is included in gross income unde.:

3, section 22; and

4, (b) In the case of. a domestic corporation, the net

5. income of which is 4'.. 10,000 or less, specific credit,

6 of. 9 $1,000; but if the net income is more than, O

7 $10,000 the tax imposed by section 13 shall not exceed the-

8 tax which would be payable if the 0 $1,000 credit

9 were allowed, plus the amount of the net income in excess:

10, of Ou, 1. 0,00.

1 : " .Part JI--Credot Against Tax

1, A++t inee....m a

1~i~~*eessetW fee* mti4 ete 6mets feM wed ao eoe

1r

18w ~ ithe. t.paeff* n ervieesfe woby W04

..4.1...ame . whieh 'ese, d i eiee j

t deeffiPAR~~t jf the ;aA . Imp

23i o bu in 'weh bot deMOM014tMM

&Boewane as epnme fBrv
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I SEC. 1 32. TAXES OF FOREIGN COUNTRIES AND POSSES-

2 SONS OF UNITED STATES
* The amount of income, war-profits, and excess-profits

4 taxes imposed by foreign countries or possessions of the

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

6 to the extent provided in section 131.

7 SEC. 1 32. TAXES WITHHELD AT SOURCE.

8 - The amount of tax withheld at the source under section

9 444 143 shall be allowed as a credit against the tax.

10 SEC. 84 33. ERRONEOUS PAYMENTS.

I ' (a) CREDIT FOR OVERPAYMENTS.-For credit against i

12 -the tax of overpayments of taxes imposed by: this title for

18 other taxable years, see section 822.

14 (b) FISBjAL "YEA ENDING IN 4O98 1982.-For'

15,,- credit-against the'tax of amounts of tax paid for a fiscal year'

16 beginning in 192 1931 and ending, in 198 1932, see see-

17; tion 132.

Ia". Part IV-Accqunting Periods and Methods of Ateounting
h)SC4GNRALR, U

The net income shall be, computed upon the basis oft

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

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

28,', method -of accounting regularly employed 'in keeping the

2AT, books of such taxpayer; but if" no such inethod of accounting

25 has been so employed, or if' themethod employed (oeu not
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. clearly reflect the income, the :computation shall be made in

2 accordance with such method as in the opinion of the Com-

3 missioner does clearly reflect the income. If the taxpayer's

4 annual accounting period is other than a fiscal year as

5 defined in section 48 or if the taxpayer has no annual

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

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

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

9 SC. 4Z, PERIOD IN, WHICH ITEMS OF GROSS INCOME

10 INCLUDED.,

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

12 eluded in the gross income for the, taxable year in, which

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

14 ing permitted under section 41, any, such amounts are to

15 be properly accounted for as of a-different period:

16 'SEC. 4& PERIOD FOR WUIC DEDUCTIONS AND CREDITS

17 TA ,..

18, The deductions. and credits provided for in this title

1 shall be taken for the taxable ,year in which "paid of,

20 accrued" or, "paid or incrid ", dependent upon!, tho,

21 1 method of accounting upon the basis of which the net income

22 Is computed, unless in order t6 early reflect. the income

23 the deductions or mcedits should be taken as of, -different

24. period.

.b~ ~ * A,
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I SEC. 4L INSTALLMENT BAM!S

2 (a) DRAIMRS n PPRMPAL ?w ruT x.--Under

3 regulations prescribed by. the, C mmissioner, with the ap.,

4,. proval offthe Secretary, a -person, who regularly .sells or

5 otherwise, dispose ,of, personal property on, the installment.

a f1plh may return as income therefrom ,in Mny taxable year,

7, that proportion of the instalment payments actually received

8 in that year which the gross profit realized or to be realized

5 when payment is:completed ibes, to the total contract puice.

10 (b) SALES OF REALTY AND .ARU D&.ALES OF PER-

11. SONALTY.TI" ithe se (1)i of a casual sale or other casual

12- disposition. of personal, propety.. (other, than, property of, t

13 a, kini which would. properly be, included 'in the inventory,

14,,, .o. the taxpayer.- if',,on, hand :at, the,, close; of the, tAeIblQ i

15 year) ifor . price exceeding $1,0O0j!or,- (2)i ofUa',sal or i

1. n otwrv diapsitionlofroahprop/tyj iftinjeithenWQe th'initialV

17 payments do not exceed 40 per caUwi'of the selling -

i pric the ineftee moy.ad, x rqulAio proioed by tho,
1% C ndssizer C itthe,,upproval.'of the fSoetaty bto re :

20,1! turned oxt thebasis, and in :the, mter above iprwesbed,.i-

21 i this, sectionft As used in this- seetion the, term 'initial

22, 11 ymets .means l payments ,received- i4,c O , o prop ,

23jiiedy, other thanevidence*sof indobtednW s ofi the., purcser.

24 during the taxable period in which the sale. :t other-

25 disposition is made.
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I / (16) CUA1iGi FAM "A66itUAL OIaAL

2- BAis.-If a taxpay renitl ed 'to the benefits of subsection
3 (a) ele 6' fdr any 'tayAble ye-a to report his fet income

4 oi the installment basis, then in computing his income

5 for the "year of change, or any subsequent year, amounts

'6' ''abtually'received during any such year on :account of sales

7 or other dispositions of property made in any prior year

8 shall not be excluded.

9 (d) GI* ot LOSS V tJ? DmPosI!olf .OF 1ST*LL-

10 MENoNT OBLIATOli .- If ai installment obligation is satisfied

11. at other than its W6 value or distributed; tatsmitted, sold,

112 .or otherwise disposedd of, gain or loss shall result to the

13 extent of the differene between' the basis, of the obligation

14 :and (1) in the case of satisaotibn at other than face'Value or

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

'i"' 7,1df a dhtnribttibn-0, 6 digpositi6fi othet*se than

17 by sale or exchange-the fair n1tet'* Wue of the obliga-

'18 t ion at, the time o §uch 'distibutin, trismission, or dis-

19 -osion. The baAis of the, obligation shall be the excess

&') of the face value of the obligation over an'amouit equal

21 to, the income *hich would be returnable were the'bligation

.12 tatlafied in'full.

S3 SEC. -&#LA, t"fONX6P INCOME A" '2DDUCIIONS.

Iii xi~y oa 6f two r more 'ttadesor 'businesses

, (Wheth6i 4no hM~rpbated, OtVheth&br hotI &,akiized in
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1 the United States, and whether or not affiliated) owned or

2 ontrolled directly or indirectly by the same interests, the

'-Comm; sioner is authorized to distribute, apportion,, or alo-

4 cate gross income or deductions between or among such

r trades or businesses, if he determies, that such distribution,

G apportionment, or allocation is necessary in order to prevent

evasion of taxes or clearly to reflect the income of any of

8 such trades or businesses.

B SEC. 46. CHANGE OF ACCOUNTING PERIOD#

19. If a taxpayer changes his accounting period from &cal

1 year. to: calendar year, ,from calendar year to .fiscal year,

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

( 13. the approval of the Commissioner, be computed on the basis

.,14. of such new accounting period, subject to the provisions of

115 section 47..

19 85CZ 47, RWrU NS FOR A PERIOD OF L S8 THAN W yV

17;. MONTH&.

1:8 (a) RETURNS FOR SHORT PIQID RESULTING FROM

I ) CHAYoB OF ACCOUNTING PRIOD.--If a taxpayer, with

20 the approval of the Commissioner, changes the basis of corn-

21 .ptipg net income from fiscal year to calendaT y a sepa-

22 rate return shall be made for the period between ,the close

23 of the last fiscal year for which, retum was made and the

24 following December 31. If the oge is from calepdar

;25, ye" to fiscal year, separatee return hl )e dq fo .she
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,. .erjo between tho close of the last calondar yoar for wIich

2 return, was made Andthqe date designated as the close of

.3 the ,Iscal year, I the change is, from. one fiscal year; to
4 another fiscal year a separate return shal bemade for the

5 period between the close of the former fiscal year and the

6 date designated as the close of the new fiscal year.

7 (l M - 19ouiP CoXPuTID ON B~ASIS OF SHORT PHE-

8 IIOD,-Where a separate return is made under, subsection
9 (a) on account of a change in the accounting, period, and

L0 in all other cases wheroa separate return required or per-
11 mitted, by reg ulatiors prescribed by the, Commissioner Tiyth

ig the approval of the Secretaiy, to, be jiade for a fractional

13 part ,of, a year, then the income shall be computed on the

14, basig of the period for which separate return is made. :

5 ~(q) IN~Oxn 1PLAOED ON ANNUAL BAsI8.-If a sepa-
10 rat return is made under- subsectiou (a) on account of a
17 ,,,ghauge in the aceouting period, the nt income, computed
18 on the basis of the period fq which separate return is made,

I 9 s!I, aU be pke oj an annual basis by multiplying the amount

20 thereof by twelve and dividing , th4, m er -of months
S... iqluld 4din hq p Vriod 1or which th separate return is made.

P 11 t 4a 4 4hle: saci part, oftp jtax qomputed on such an-
2. nual basis as the number of months ip pch , period is of

'4 twelve months.
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'(d) 'OMRlt" Nirr GAMflS A1 LO"t14M iN-

coW .The Commissioner with the 'pproval 6f th6 Secre-

tary shall by regulations prescribe the 'method of 'applying

the' provisions of subsections (b) and (c) (relating to com-

puting income on the basis of a short" period, &nd placing

such income on an annual basis) to cases -where i the tax-

pni'er nakes A' separate retuft murder sib e'6in (a) on

account'bf a :change in'the accouhting period, and'it appears

that for the period for which the return is so -ia de he has

derived 'a capital net'gain, or sustained a capital net loss,

or receid batted income. .

(6) Riuoioi or Cnwlrr AGAIN S Nr It-

coXH.--In the case da' return made for a fractional part

f air, except' :a return made under subsection '(a), on

amountt of a-change in the mccounting period, the personal

exemption and credit for dependents, and the specific credit

fot corporations, shall be ireducedtespectively to amou'ts

which bear the same "ratio to"the full credits provided as

the number of months in the period for which return is

made bears to: twelve months.

,(f) Ow &o or TA!XtBLn YMn CAMS OP JEoP-

A1DY..--For closing of taxable year in case of jeopardy,' see

section 444 146.
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UQ: ~ ~ ~ 4& kMMN

'2 When used in this title- -. i , ',.,ii ;

(a): TAx4io ;YA.s" Taxible year" means the

4. :alendar year, or the fiscal year ending'during such calendar

5 year, upon thebasis of which the net income ;is computed

'ic,6 ,')Iunder this Part.. i"Taxable, yea e.. includes, in the ease
It, °of a return made for a fractional part, of a year under the

8 provisions of this title or under regulations prescribed- by

9 ,: the Conunissioner with the. approval of the Secretary, the

10 period for which such, return is made. The first taxable

II year, to be called the taxable 1 year 4928 1932,: shall be the

12 calendar year 4.928.1932 or.any fiscal year ,ending durg

13 the calendar year 49 1932.

14, (b), F=Aso YA.--"Fiscal year" means an ao-

1 counting period of twelve months ending :on: the last day

16 of any month other than: December.1. i

AT~ 4 1 () PAD ko~~~Ao x-~h terms "paid

1S, 'i eurred fiad, a paid, o ,m iee4" hal, be construed

19' according to the method,,ofa.WunjtgI upoip. he basis. of

20, which the set income is computed .under tlis P4r. ,

421,, -Poo, V--Retunwsand Psy tof ,Ta,

41, .EGALI NDI UALRETU & ,

,28 (a) , Q mowing i vidivjdls sheU

24 each make under oath a return stating specii ovy the itenj

H. R. 1026---4
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1 of his gross income and the deductions and, credits allowed

.2 under this title-,

.)JS (Jiw)i " .(1)rveryindividual having a iet. income for

: the,.taxable. year, of $ $1,000 or over if single; or

,. ,,. ' if married and not living with husband or wife;

,6 , (2) Every .individual, having, a net ', income for

,7, i'r!. the, taxable. yea r of' $2,500 or. over, if married

'8.' and living with husband or wife; and

9 . (3), Every individual having a gross income! for

,O j- ii the .txable. year of $5,000 or over, regardless of the

'JI1 dI i; amount of his net income. , ,

(b) HUSBAND AND WIFE.-If a husband and wife

13 living together have an aggregate net income for the taxable

-.4,4 :year, of. $09 $2,500 'or-over, or an aggregate gross income

'15 146r suh iyear bf $5,000 or over--"

16 (1) Each shalrmake such a return, or.

bii Tl" '' (2) 1 The income of each shall be included in a

14fI single jointretuma, in whih case the .tax shallbe com-

Ii Iputed on.:the aggregate income.'

20 0i () Naj~as VTJnw Dlu&mxmr-. the: taxpayer, is

21 unabW& iftake h.. ov6vi tttut, thek rei'shall be madeby

22 a duly authorized agent or; by-the guardian r. vW person

I29f &-ahgd.,with the arO of the person, or property of isuch
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(d) Fuuoxm..--For returns t be mide by fiduci-

2: a' es -see section 44 , 14.2..'

-, SEC. CORPORATION RETURNS. ,

4 (a) .REQUIREU ENT.--Every corporation subject, to

r, taxation under this title shall make a return, stating ipe-

6 cifically the items of its gross income and the. deductions:and

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

8 by the president, vice president, iri" other principal officer

9 and by the treasurer or, assistant treasurer.. In cases where

10 receivers, trustees in bankruptcy, or assigees are operating

11 the property or ,business, ofcorporatios, such receivers,

12 trustees, or assignees shall make returns or such corpbra-'

,.13 , tions in. the, same manner and form as&*oorporations "are

14i required to make returns. Any tar dueon the basis of sueh

15 ,,returns 'made by receiverss, trustiesi or,. signees shall' be

w ,Qolleqted'in the same- manner.a if, collected fromthe corpora-

17 tions of whose business or property, they, have 'custody and

18 control.

19 ;. (b). CONsOLIDATED REzTuNS.---For provision a to

.20 consolidated, returns of affiliAted, corporations, see oeete

21 14+1: ad 4" 8ction 141.

,22- SEC. 6& TIME AND, PLACE FOR FILING RETURNS.

23 (a) Txh1E F'oR ILNG.- .

24 ,' (1), G1m4 : ULB.-.- rns made on ,1'he

25 basis of the calendar year shall be: nade on or before
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tt1 he IM -day of, March, folkowing tb4 close of the

2 calendar year. Returns made on the basis of a fiscal

8 year shall be made on. or, before the 15th day. of the

4 ,i0v, - third ,month following the c1ose of the fiscal year.

~b.(2) _.ExTESioNq or, TIm .- The: Commissioner

w6 j! may g#at a, reasonable extension of time for filing

7 - retums, under such rules and regulations as -he shall

8 prescribe with the approval of the Secretary. Except

, ! .in the.case of taxpayers who are abroad, no such exten-

itO , .sion. shall be ifor more than six months.

11. (b) No;WHw: I1wups MArna-,

, 12 (1) I"IvDI UAI.---Returns (other than 'cor-( ' '13 portion returns) shall be made to the collector for the

District in.which is located the legal residence or prm-

1.51 i ,cipal place ofibusiness of the person making the return,

-.' orbj if he has no legal residence or, principal place of

,1.7 business in the United States, then to the collector at

18 Baltimore, Maryland. , t. o

19 (2) COBPoRATIoNS.--,Returns of corporations

20f v shall be made to the collector of the district in which

21 is located the principal. plce of business or principal

22 office or) ageney of; the corporation or, .if. it, -has, no

23 principal place of business or-prindipal office or agency

in the VUnited States then to the collector at Baltimore,

25 d Narykand



1,' SEC., 4. RECORDS AND 'PBCIAJ RE7(JRN., { ( 4.

2 (a) By TAXPAYE.--4rvery person liable to iany, taX t

3, imposed by this title or for the collection thereofj shaikeep r

4 such records, render under oath such statement%, nalke such .

5 returns, and comply with such rules and, 'eglations, tI

6 the Commissioner, with, the approval of the Seretary may, i

7 from tim to time, prescribe. '

8 (b) .To, DET iER LIMImT' zo T~x- Whenever~

9 in the judgment of the Commissioner neocioay Ihemayo

10 require any person, by notice served upon hMii-, t& mike

II return, render under oath. such, statements, ,.or, kead , sucbi

12 records, as the Commissioner deems.Jsuflie.qttou how.,

18 whether or not such person is liable to tax undef: this tidv

14 (c) INPQR1ATIOX AT -TI Sou ou.---FoF require,

15 ment of statements and returns by one, person,,to assist iW,

16 determining the ta liability of another persn, see section

17, *4& 46+4l47 W -16,.y y

181 SEC; G& PURJ3LTWFIOF ARTMR&

19: iIeturns made, under thi title shall,be opnepto inWpec"i

20. tionin.the same manner, to the ame. extent,, ud subject tq-

21, the same provisions of lw, including penaltieS, as. returnup

22. *madeunder it~ e J I o tle RevnuP.,Ac of ,J926, .,,;i

28 pe bJRAYMX"N OFi TA. i o the i

24 (a) TimE OF PAYMEINT.-rrThe .ttaaxbeirooti taN,,

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



14 March following the close of the calendar year, or, if 6th

15;; returnshould be made, on the basis of a fiscal year, then on

16 .theflfteenth: day of, the third month following the close of
17 thel fiscalyear. '

lW (b) ,INs'TALLMENT ,PA Y EN -.The taxpayer may

19!:! elect to pay the tax in four. equal installments, in which case

20 the first installment shall be paid on the'date prescribed for

21)'-theipayment of the tax, by the taxpayer, the second install.

22 .-ment shall be paid'on the fifteenth day of the third month,

23 :-the third installment on the fifteenth day of. the sixth month,

24,;' and-the fourth installment on'the fifteenth day of-the ninth

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

26' oribefore the date fixed for its payment, the whole amouw'

14,+i11f thetax-unpaid shall be, paid upon notice and demand'

I1 i from the: collector.

10 (c). ExTEgrsiOoi Tm PAYxi.-"At the

17 request of the taxpayer, the Commissioner may extend the!

IS time for payment of the -amount determined as the' tra bk

19 tithe taxpMyer,'! or ,ny"installment thereof, for a period noV

20 -to exceed six months from the date prescribed for: the ipay-.

21; wment, of the- tax oran installment thereof., In ,such case-

22 the ai.6tont in respect .of which' the extension is granted:

23 shall be paid on or before tlW date'of the expiration bf the

24Pf*ivu~~avmu



I ,' (d); VOLUNTARY ADvALNCE PAYRINTA taxt im-

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

8 atthe election of the taxpayer, prior to the date prescribed

4-1 for itpayment. I

(e) A-DvAwo1o ]PAWWfT -NCASS. OF, JJ0OPAJAPY--r-

60 For. advance! payment in cue of jeopardy, see section, 44r

7. 146.

8; (f) TA WiTIUIRLD AT SouRoE.-.For rqquiroment of

9 withholding. tax at the source -in the case. of nonresident

10, aliens and foreign corporations, andin the case oI sbo-call

I1 ', ' tax-free. covenant. bonds," see sections -444; mid 4-4t

12 143 and 144.H

13 (g) FRAOTIONAL PARTS OF CENT.--the paymeti

14W'of. any taxunder'this' title a fractional par .ofi a 44 ee haj l

15 be disregarded unless it amounts ti ong-half cent or morq.1

16'; in which case it shall be increased tol cent ,-. .

(h).. Rwowmp ---Every- collector to, whom any )payu

18 meant of any income tax is made shall. upon! request, give toI

19 the person: making such payme*;I4 ful"iwritteao, zVnt J

20 receipt, stating the amount, paid and the particular accouiit

21 fIor ',hich such payment was made;, and!wheneor 1 any

22 debtor pays taxes on account of payipents.,n~deti.ot, be(

23) made by. him to' separate creditors the iolleptor shall, 42

24 requested by'such debtor, give a sepamtelreowiptot t*-,
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i tax paid on -account of each creditor in such form that the

2 debtor can conveniently produce such receipts separately

:s to his se'reral creditors in satisfaction of ther respective

4 demands up to the amounts stated in the receipts; and

5 such receipt shah be sufficient evidence in favor of such

6 debtor to justify him in withholding from his next payment

7 to his creditor the amount therein stated; but the. creditor

8. may, upon giving to his debtor a full written receipt

9 acknowledging the payment to him of any sum actually

10 paid and acepting the amount of tax paid as aforesaid

it (qecifying the same) as a further satisfaction of the, debt

12 to that amount, require the surrender to him of such collec-

18 tos receipt.

14 SM 57,. XAMNATION OF RETURN AND DETERMINATION

15 OF TAX.

10 As soon as practicable after the return is filed the

17 Commissioner shall examine it and shall determine thp,

18 correct amount of the tax,

19 SiC. 5 ADDITIONS TO TAX AND PINALTIBS&

20 (a) For additions to the tax in ease of negligence or

21 fraud in the nonpayment of tax or failure to file return,

22 therefor, see Supplement M.

23 (b), For criminal.penalties for nonpayment of tax or

2* - falu to fife retun therefor, ee section 446 145.

I
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!SC .& ADMINISTRATIVE PROCEBDING .

') For administrative proceedings in respect of the non-

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

4 as follows:

5 (a) Supplement L, relating to assessment and collee-

6 tion of deficiencies.

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

8 to tax.

9 (c) Supplement N, relating to claims against trans-

10 ferees and fiduciaries.

11 (d) Supplement 0, relating to overpayments.

12 Part VI-Mescelaneoua Provisions

13 SEC. 6L LAWS MADE APPLICABLE.

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

15 including the law relating to the assessment of taxes, so far

16 as applicable, are hereby extended to and made a part 6V

17 this title.

18 BBEC. C. RULES AND REGULATIONS

19 The Commissioner, with the approval of the Secretary,

20 shall prescribe and publish all needful rules and regulations

21 for the enforcement of this tide.

22 tElC. I. TAXES IN LINU OF TAXES UNDER Um 1928 ACT.

23 The taxes imposed by this title shall be in lieU of the

24 corresponding taxes imposed by Tide 14 of the Reveime
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1 wihi fthe ae""fwi- t""lei the

2 sectiowh of tde Revenue Act of 1928 bearing the same

B numbers.
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4 SEC. 64. SHORT TITLE.

5 This title may be cited as the "Income Tax Act of

6 49281932."

7 SBEC. 65. EFFECTIVE DATE OF TITLE.

8 This title shall take effect as of January 1, 4-28 1932,
9 except that sections 1-46 145 and 4-U 150, and this section,

10 shall take effect on the enactment of this Act.

11 SUBTITLE C-SUPPLEMENTAL PROVISIONS

12 Supplement A-Rates of Tax

18 [Supplementary to Subtitle B, Part I]

14 SEC. 10L CAPITAL NET GAINS AND LOSSES.

15 (a) TAx wN CASE OF CAPITAL NET G&I.-In the

10 case of any taxpayer, other than a corporation, who for

17 any taxable year derives a capital net gain (as hereinafter

18 defined in this section), there shall, at the election of the

19 taxpayer, be levied, cllected, and paid, in lien of all other

20 taxes imposed by this tile, a tax determined as follows: a

21 partial tax shall first be computed upon the basis of the



I

59

I ordinary net income at the rates and in the manner as if this

2 section had not been enacted and the total tax shall be think

8 amount plus 12f per centum of the capital net gain.

4 !(b) TAx r CASnOF CAPITAL NET Loe.-In the

5 case of any taxpayer, other than a corporation ,who for'

6 any taxabl, yoar sustains a capital net loss (as hereinafter

7 defined in this section), there shall be levied, collected, and

& paid, in lieu of all other taxes imposed by this title, a tax

9 determined as follows: a partial tax shall first, be comln

10 puted upon the basis of the ordinary net income at the,

ii rates and in the nmnner as if this section' had not been

12 enacted, and the total tax shall be this amount minus 121

1.3 per centumi of the capital net loss; but in no cae shall the

14 tax of a taxpayer who has sustained a capital net loss be

15 less than the. tax computed without regard to the provisions

16' of this section.

17' (c) DJ D unmmows..-For the purposes of this title--

18 (1) "Capital gain" means taxable gain from

19 the sale or exchange of capital assets consummated after

20 December 31, 1921.

21' . (2) :" Capital- los '8 means deductible loss re-

22, sultilig from tho sale or exchange of capital assets.

23 (8) "Cap dedctjon a ch deductions

24 - are llo*edby section 23.fr the purpose of com-

2 '.r pullng net incom ,,od ar properly allocable to or
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I chargeable against capital assets sold or exchanged

2 during the taxable year.

3 (4) ' Ordinary deductions " means the deductions

4 allowed by section 23 other than capital losses an4

5 capital deductions.

6 (5) "Capital net gain" means the excess of the

7 total amount of capital gain over the sum of (A) thq

8 capital deductions and capital losses, plus (B) the

9 amount, if any, by which the ordinary deductions ex-

41" ceed the gross income computed without including

11 capital
12 (6) "Capital net loss" means the excess of the

13 sum of the capital losses plus the capital deductions

14 over the total amount of capitalgain.

15 (7) "Ordinary net income" means the net in-

16 come, computed in accordance with the provisions of

17 this e, after ex ding all item of capital gain, capital

18 low, and capital deductions.

19 (8) " Capital amets" means property held by

20 the taxpayer for more than two years (whether or

21 not connected with his trade or business), but does

22 not include stock in trade of the taxpayer or other prop-

23 erty of a kind which wold properly be included in the

24 inventory ofthe taxpqer f on -hand at the close of

25 the taxable year, or property held by the taxpayer
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primarily for sale in the course of his trade or business.

2 For the purposes of this ddnitiOn--
(A) In determining the period for which

4 the taxpayer has held property received on an ex-

5 .change there shall be included the period for

C which he held the property exchanged, if under

7 the provisions of section 113, the property re-

8 ceived has, for the purpose of determining gain or

los from a sale or exchange, the same basis in

10 whole or in part in his han,4 as the property

11 exchanged.

12 (B) In detemining the period for which

1.9 the taxpayer has held property however acquired

14 there shall be included the period for which such

property, was held by any other person, if

16 under the provisions of section 113, such prop-
7 erty has, for the purpose of determining gain or

18 loss from a sale or exchange,the ume basis in

19 whole or in part in his hands as it would have

20 in the hands of such other peon.

21 (0) In determining the period for which

22 the taxpayer has held stock or securities received

23 upon a dstribution where no gain is reognized

24 to the distributed under the provions of section

25 112 (g) of this title ed thO 0S im Ofe b



2 Act o. th avenue o of1.1928, there shall

3 , be included the period for. which he held the stock

4, . or scurities in'the distributing corporation prior

to the receipt of the stock or securities upon suoh

Or 'distribution.

7 (D) In determining Oe period for which

Sthe tapayer 'as held stook or securdie the

acquisition of which (or the contract or option to

acquire' whioh) reatdd in the nondeductibility

(under etion 118 of this Ad or the Revenue Act

Q ~of 1928,agW o as ales) of the Ions from

the jal or, other diqoition of subtantiaiUy

14 ideical stock or scuritie, there shall be induded

15 the period for which he held th o or aecurii
16 the kus from te sa~e or osk~r disposition of which

17 was not deducib.,

18• (d) Co TION AiPAYMS oaTAx.-The total

lo tax determined under subston (a) or (b) shall be ool.

20 elected and paid in thsame marnn, M tb same time, and

21 ubject to the. same provision of, law, including penaltoes,

22 as other taxes under this ti&..

23 SC. UMH. SALB OF NMM AND OIL OR GAS WRLLU1

:,24-.. (a) In the cam of a bout fide. sale of mines, oil or

25 xg wells, or any interest thw*6n whore the principal value
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Sof dthe property has been demonstrated by prospecting or

2 exploration and discovery work done by the taxpayer, the

& portion of the tax imposed by section 12 of this title attrib-

4 utable to such sale shall not exceed 16 per centum of the

a selling price of such property or interesL

6 (b) For limitation to 12* per centum rate of tax, see

7 section 101.

8 BBC. 10L IX-MPTION8 FROM TAX ON CORPORATIONS

9 The following organizations shall be exempt from taxa-

10 tion under this tide-

11. .. (1) labor, agricltural, or horticultural organism

12 tos;

13 (2) Mutual savings banks not having a capital

14 stock, represented by shares;

16 (8) Fraternal benefidary societies, orders, or

16 associations, (A) operating under the ledge system

17 or for thee ehisive beefit of the members of a fra-

1 ternity itself operating under the lodge system; and

19 (B) providing for the payment of life, sick, accident,

20 or other benefits to the members of such 'sciety, order,

21 or acia'on or their dependents;

22 (4) Domestic building and loan association sub-

23 tatially all the business of which is confined to mak-

24 aig loans to members; and cooperative banks without
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1. capital. stock organ ed and ope ,te fo mutual pir-
29 joeandwithout)profit;

S,(5) Cemetery companies owned and operated

4 exclusively for the benefit of deir members orwic

5 are not operated for profit; and any oorporation char-

tered solely for burial purposes as a cemetery corpora-

7 tion and not permitted by its charter. to angag in tny

8. business not ncessarily. incident to that purpose, no

9 part of the net earningsof whioh inuresto the benefit

10 of any private shareholder or Individual;..

11 (6) Corporations,, and ay community chest, fund,

12 or foundation, organized and operated -. eiusively for

13 religious, charitable, sientif literary, or educational

14 purposes, or for the preventio f, aruelty to children

15 or animals, no part of the net earing of which inures

10 to the benefit of any private shareholder or individual;

17 (7) .Buinem lesoe, danabeh 9o1rommerce, teal

18 etate. boards, or boards of,bide; nok organized for

IP profit aid no part of the net rning of which inures

A; to the benefit of any private darebold& or individual;

21 (8) .Civic leagUe or weniz not organized

22 .,for profit but ,operated ueluively for the promotion

2 V of sodal welfare, or loca assoctions. d mployees, the

24'i' menorship-of which -is limited to h e rjoyeea of.a

25 degnMted person or persons -in a p munica-
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I pality, and the net earnings of which are devoted ex-

2 elusively to charitable, educational, or recreational pur-

3 poses;

4 (9) Clubs organized and operated exclusively for

5 pleasure, recreation, and other nonprofitable purposes,

6, no part of the net earnings of which inures to the bene-

7 fit of any private shareholder;

8 (10) Benevolentolife insurance associations of a

purely local character, mutual ditch or irrigation com-

10 ponies, mutual or cooperative telephone companies, or

11 like organizations; but only if 85 per centum or more

12 of the income consists of amounts collected from mema-

13 ber for the sole purpose of meeting losses and ex-

14 pensm;

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

16 casualty, or fire insurance companies or associations

17 (including inWinsurrs and reciprocal underwriters)

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

19 paying losses or expense.;

20 (12) Farmers', fruit growers', or like associations

21 orgnized and operated osa cooperative basis (a) for

2 .the purpose of marketing the products of members or

23 other producers, and turning back to them the proceeds

24 of ls, less the necessary marketing expenses, on the

H. R. 1026-8-5



1 basis of either the quantity or the value of the products

2 furnished by them, or (b) for the purpose of purchas-

3 ing supplies and equipment for the use of members or

4 other persons, and turning over such supplies and

5 equipment to them at actual cost, plus necessary. ex-

6 penses. Exemption shall not be denied any such

7 association because it has capital stock, if the dividend

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

9 rate of interest in the State of incorporation or 8 per

10 centum per annum, whichever is greater, on the value

11 of the consideration for which the stock was issued, and

12 if substantially all such stock (other than nonvoting

13 preferred stock, the owners of which are not entitled

14 or permitted to participate, directly or indirectly, in the

15 profits of the association, upon dissolution or otherwise,

I C, beyond the fixed dividends) is owned by producers

I who market their products or purchase their supplies

18 and equipment through the association; nor shall

11. exemption be denied any'such association because there

20 is accumulated and maintained by it a reserve required

21 by State law or a reasonable reserve for any necemary

2'. purpose. Such an 'asociation may market the prod

23 ucts of nonmembers in an amount the value of which

24 does not exceed the value of the products marketed for

25 members, and may purchase supplies and equipmet
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I for nonmembers in an amount the value of which does

2 not exceed the value of the supplies and equipment

3 purchased for members, provided the value of the pur-

4 chases made for persons who are neither members nor

5 producers does not exceed 15 per centum of the value

6 of all its purchases;

7 (13) Corporations organized by an association,

8 exempt under the provisions of paragraph (.2), or

9 members thereof, for the purpose of financing the

10 ordinary crop operations of such members or other

I I producers, and operated in conjunction with such asso-

12 ciation. Exemption shall not be denied any such cor-

13 poration because it has capital stock, if the dividend

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

15 rate of interest in the State of incorporation or 8 per

16 centum per annum, whichever is greater, on the valic

17 of the consideration for which the stock was issued,

18 and if substtally all such stock (other than non-

19 voting preferred stock, the owners of which are not en-

20 titled or pennitted to participate, directly or indirectly,

21 in the profits of the corporation, upon dissolution or

22 otherwise, beyond the fixed dividends) is owned by

23 such aaMociaton, or members thereof; nor shall exemp-

24 tion be denied any such corporation bemuse there is

25 accuwulated and maintained by it a reserve required

I . ' - , -;k - , , .' - -k ; "P. .
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by State law or a reasonable reserve for any necessary

02 purpose;

(14) Corporations organized for the exclusive

4 purpose of holding title to property, collecting income

therefrom, and turning over the entire amount thereof,

less expenses, to an organization which itself is exempt

7 frow the tax imposed by this title;

8 (15) Federal laud banks, national farm-loan as-

sociations, and Federal intermediate credit banks, as

10 provided in the Federal Farm Loan Act, as amended;

11 (16) Voluntary employees' beneficiary associa-

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

13 or other benefits to the members of such association

14 or their dependents, if (A) no pat of their net earn-

15 ugs inures (other than through such payments) to the

16 benefit of any private shareholder or individual, and

17 (B) 85 per centum or more of the income consists of

18 amounts collected from members for the solo purpose

19 of making such payments and meeting expenam;

20 (17) Teachers' retirement fund associations of a

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

22 ings inures (other than through payment of retirement

23 benefits) to the benefit of any private shareholder or

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

25 amounts received from public taxation, amounts re-
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1 ceived from assessments upon the teaching salaries

2 of members, and income in respect of investments.

3 SEC. 104. ACCUMULATION OF SURPLUS TO EVADE SUR-

4 TAUE&

5 (a) If any corporation, however created or organized,

6 is formed or availed of for the purpose ot preventing the

7 imposition of the surtax upon its shareholders through the

8 me4itum of permitting its gains and profits to accumulate

0 instead of being divided or distributed, there shall be levied,

40 oolleoted, and paid for each taxable year upon the net income

11 of such corporation a tax equal to 50 per centum of the

12 amount thereof, which shall be in addition to the tax imposed

I IS by action 13 and shall be computed, collected, and paid

14 upon the same basis and in the same manner and subject

15 to the same provisions of law, including penalties, as that

16 tax.

17 (b) The fact that any corporation ia a mere holding

18 or investment company, or that the gains or profits are

19 permitted to accumulate beyond the reasonable needs of the

20. busmnw., shall he prima face evidence of a purpose to escape

21 the urtx

22 (o) As used in this section the term "net income"

23 means the net income as defined in section 21. increased by

24 the sum of the amount of the dividend deduction allowed

2a under setion 23 (p) and the amount of the interest on

4
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I obligations of the United States isued after September 1,

2 1917, which would be subject to tax in whole or in part

8 in the hands of an individual owner.

4 (d) The tax imposed by this section shall not apply

5 if all the shareholders of the corporation include (at the

6 time of filing their returns) in their gross income their entire

7 distributive shares, whether distributed or not, of the net

8 income of the corporation for such year. Any amount so

9 included in the gross income of a shareholder shall be treated

10 as a dividend received. Any subsequent distribution made

11 by the corporation out of the earnings or profits for such

12 taxable year shall, if distributed to any shareholder who has

13 so included in his gross income his distributive share, be

14 exempt from tax in the amount of the share so included.

15 SEC. L TAABLE PERIOD EMBRACING YEARS WITH DIF.

10 FERENT LAWS

17 If it is necessary to compute the tax for a period begin-

18 ning in one calendar year (hereinafter in die section clled

19 "first calendar year ") and ending in the following calendar

20 year (hereinafter in this section cale "second calendar

21 year ") and the law applicable to the second calendar year

22 is different from the law applicable to the first calendar year,

2 3 then the tax under this title [ofr the period endinwf aainmg the

24 second calendar year shall be the sum of. ().) the sam

25 proportion of a tax for the entire period, determined umad
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1 the law applicable to the first calendar year and at the rates

2 for such year, which the portion of such period falling within

8 the first calendar year is of the entire period; and (2) the

4 same proportion of a tax for the entire period, determined

5 under the law applicable to the second calendar year and

6 at the rates for such year, which the portion of such period

7 falling within the second calendar year is of the entire

8 period.
9 Supplement B-Computation of Net Income

10 [Supplementary to Subtitle B, Part H]

11 SEC. 11L DETERMINATION OF AMOUNT OF GAIN OR LOSS.

12 (P) COMPUTATION OF GAIN OR Loss.-Except as

13 hereinafter provided in this section, the gain from the sale

iH or other disposition of property shall be the excess of the

r, amount realized therefrom over the basis pteide4 it* seetieft

4.; a v4 adjusted basis provided in section 113(b), and

17 the loss shall be the excess of such basis over the amount

1 realized.

1 A0J13*ENfO 9:616 -*B f3-4 eeffipeiig the

600" ofw~~ geit o low Iet~ de~ subIseetieft &)
24 (4- I e a F shall be mtde fe MW
St.) eanimihe 4 eVeipe 6 Iesi ef ethef i te

P10.ebetoealaaeeetad

24 3Thk kifgh bth ife1
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1£' (e* (b) AMOUNT REALIZED.-The amount realized

20 from the sale or other disposition of property shall be the sum

21 of any money received plus the fair market value of the prop.-

2 2 erty (other than money) received.

23 -4)- (C) RE~COGNITION OF GIIN OR Loss.-In the case

24 cf a sale or exchange, the extent to which the gain or loss

025 determined under this section 6hall be recognized for the
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1 purposes of this title, shall be determined uider the provi-

2 sons of section 112.

SOe* (d) INSTALLMENT SALu.-Nothing in this seo-

4 tion shall be construed to prevent (in the case of property

5 sold under contract providing for payment in installments)

6 the taxation of that portion of any installment payment rep-

7 resenting gain or profit in the year in which such payment

8 is received.

9 SEC. 112. RECOGNITION OF GAIN OR LOSS.

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

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

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

18 provided in this section.

14 (b) EXCHANGES SOLELY IN KIND.-

15 (1) PROPERTY HELD FOR PRODUCTIVE USE OR

16 INVESTMENT.-No gain or loss shall be recognized if

17 property held for productive use in trade or business

18 or for investment (not including stock in trade or other

19. property held primarily for sale, nor stocks, bonds,

20 notes, choses in action, certificates of trust or bene-

21 ficial interest, or other securities or evidences of indebt-

22 edness or interest) is exchanged solely for property

23 of a like kind to be held either for productive use in

24 trade or business or for investment.
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1 (2) STcx FOi STOCK OF sAME ORPORATION.-

2 No gain or loss shall be recognized if common stock

in a corporation is exchanged solely for common stock

4 in the same corporation, or if preferred stock in a

5 corporation is exchanged solely for preferred stock in

6 the same corporation.

7 (3) STOCK FOR STOCK ON ]REORGANIZATION.--

8 No gain or low shall be recognized if stock or securities

in a corporation a party to a reorganization are, in

10 pursuance of the plan of reorganization, exchanged

1 1 solely for stock or securities in such corporation or in

12 another corporation a party to the reorganization.

18 (4) SAME-GAIN OF CORPORATION.-NO gain

14 or los shall be recognized if a corporation a party

15 to a reorganization exchanges property, in pursuance

16 of the plan of reorganization, solely for stock or securi-

17 ties in another corporation a party to the reorganization.

18 (5) TRANsFER TO CORPORATION CONTROLLED

19 BY TRtAKfSROR.-No gain or loss shall be recognized

20 if property is transferred to a corporation by one or

21 more persons solely in exchange for stock or securities

22 in such corporation, and immediately after the exchange

23 such person or persons are in control of the corpora-

24 tion; but in the case of an exchange by two or more

25 persons this paragraph shall apply only if the amount
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1 of the stock and securities received by each is sub-

2 santially in proportion to his interest in the property

3 prior to the exchange.

4 (c) (GlAr nom ExcIaNGMs NOT SOLELY IN Ku.-

5(1) 'If an exchange would be within the pro-

6 vision of subsection (b) (1), (2), (3), or (5) of

7 this section if it were not for the fact that the property

received in exchange consists not only of property per-

S mitted by such paragraph to be received without the

10 recognition of gain, but also of other property or money,

II then the gain, if any, to the recipient shall be recog-

12 nized, but in an amount not in excess of the sum of

13 such money and the fair market value of such other

14. property.

15 (2) If a distribution made in pursuance of a plan

1 t3 of reorganization is within the provisions of paragraph

17 (1) of this subsection but has the effect of the distri-

18 bution of a taxable dividend, then there shall be taxed

19 as a divide nad to each distributee such an amount of the

20 gain recognized under paragraph (1) as is not in ex-

2t cess of his ratable share of the undistributed earnings

22 and profits of the corporation -,.ee m"eIM- ater

23 a 2y 2 8 409. The remainder, if any, of the gain

24 recognized under paragraph (1) shall be taxed as a

25 gain from th- exchange of property.

11ij I
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1 (d) S V--GAIN OF COEPORATIO.-If an exchange

2 would be within the provisions of subsection (b) (4) of

3 this section if it were not for the fact that the property

4 received in exchange consists not only of stock or securities

5 permitted by such paragraph to be received without the

6 recognition of gain, but also of other property or money,

7 then--

8 (1) If the corporation receiving such other prop-

erty or money distributes it in pursuance of the plan

10 of reorganization, no gain to the corporation shall be

11 recognized from the exchange, but

12 (2) If the corporation receiving such other prop-

13 erty or money does not distribute it in pursuance of

14 the plan of reorganization, the gain, if any, to the cor-

15 poration shall be recognized, but in an amount not in ex-

16 cess of the sum of such money and the fair market value

17 of such other property so received, which is not so

1 distributed.

19 (e) 108 FRoM ExcnANGES NOT SOLELY IN KND.-

20 If an exchange would be within the provisions of subseo-

21 tion (b) (1) to (5), inclusive, of this section if it were

22 not for the fact that the property received in exchange con-

23 sists not only of property permitted by such paragraph to

24 be received without the recognition of gain or loss, but also



I of other property or money, then no loss from the exchange

2 shall be recognized.

a (f) I"OLUNTARY CONVEB8ON.-If property (as

4 a result of its destruction in whole or in part, theft or seizure,

A or an exercise of the power of requisition or condemnation,

6 or the threat or imminence thereof) is compulsorily or in.

7 voluntarily converted into property similar or related in

8 service or use to the property so converted, or into money

9 which is forthwith in good faith, under regulations pre-

10 scribed by the Commissioner with the approval of the Secre-

1I tary, expended in the acquisition of other property similar

i 2 or related in service or use to the property so converted,

13 or in the acquisition of control of a corporation owning

14 such other property, or in the establishment of a replace-

15 meant fund, no gain or loss shall be recognized. If any part

16 of the money is not so expended, the gain, if any, shall

17 be recognized, but in an amount not in excess of the money

18 which is not so expended.

19 (g) DxemrmuT os o STOCx Oi" REORmAzA-

20 noN.-If there is distributed, in pursuance of a plan of

21 reorganization, to a shareholder in a corporation a party to

22 the reorganization, stock or securities in such corporation

23, or in another corporation a party to the reorganization, with-

24 out the surrender by such shareholder of stock or securities

7/
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1 in such a corporation, no gain to the distributee from the

2 receipt of such stock or securities shall be recognized.

8 (h) SAME--EFFEOT ON FUTURE D T oITIoNs.-

4 The distribution, in pursuance of a plan of reorganization,

5 by or on behalf of a corporation a party to the reorganiza-

6 tion, of its stock or securities or stock or securities in a

7 corporation a party to the reorganization, if no gain to, dow

8 distributee from the receipt of such stock or securitin was

9 recognized by law, shall not be considered a distribution of

10 earnings or profits within the meaning of section 115(b)

11 for the purpose of determining the taxability of subsequent

12 distributions by the corporation.

13 (i) DEFINITION OF REOBOAIZATION.-As used in

14 this section and sections 113 and 115-

15 (1) The term "reorganization" means (A) a

1(1 merger or consolidation (including the acquisition by

17 one corporation of at least a majority of the voting

18 stock and at least a majority of the total number of

19 shares of all other classes of stock of another corpora-

20 tion, or substantially all the properties of another cor-

21 poration), or (B) a transfer by a corporation of all or

22 a part of its assets to another corporation if immedi

23 ately after the transfer the tranderor or its stockholders

24 or both are in control of the corporation to which the,

25 Assets are transferred, or (0) a recapitalization, or (D)
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I a mere change in identity, form, or place of organiza-

2 tion, however effected.

.3 (2) The term "a party to a reorganization" in-

4 eludes a corporation resulting from a reorganization

5 and includes both corporations in the cue of an acquisi-

O tion by one corporation of at least a majority of the

voting stock and at least a majority of the total num-

ber of shares of all other classes of stock of another

9 corporation.

10 (j) Dmwunos oF CoNToL.--As used in this see-

it tion the term "control" means the ownership of at least 80

12 per centum of the voting stock and at least 80 per centum

13 of the total number of shares of all other classes of stock of

14 the corporation.

15 (k) FoRGN CORPORAToNs.--In determining ihe

16 atent to which gain shall be recognized in the case of any

17 of te changes or distributions (made after the date of the

18 acbtent of this Act) &rid in sbsection (b) (3), (4),

19 or (5), or described in so much of subsection (c) as refers

20 to sbsection (b) (3) or (5), or described in xbsection (d)

21 or (g), a foreign corporation shall not be considered as a

22 corporation unless, prior to such exchange or distribution,

23 it hs been established to the satisfaction of the Commissioner

24 that such exange or distribution is not in pursuance of a
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I plan having as one of ile principal purpose the avoidance of

2 Federal income kw.

8 SEC. L ADJUSTED BAS FOR DETERMMNG GAIN OR

4 LOSS

5 (a) B4SIS (UNADJUSTED) OF POPERTY

6 &pTBBBuA" * 48i.-The basis feI.,e

7 the gaft loe sehe We o ehe A l NA of property

8 #q ifred l be the cost of such

9 property; except that--

10 (1) INVWTRY VALUE.-If the property should

11 have been included in the last inventory, the basis shall

12 be the last inventory value thereof.

13 (2) Gmr rmn Dcwan si, ir9o.-II the

14 property was acquired by gift after December 31,

15 1920, the basis shall be the same as it would be in

16 the hands of the donor or the last preceding owner by

17 whom it was not acquired by gift. If the facts neces-

18 sary to determine such basis are unknown to the donee,

19 the Commissioner shall, if possible, obtain such facts

20 from such donor or last preceding owner, or any other

21 person cognizant thereof. If the Commissioner finds

22 it impossible to obtain such facts, the basis shall be

23 the fair market value of such property as found by

24 the Commissioner as of the date or approximate date

25 at which, according to the best information that the
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1 Ooaum'uomm r is able to obtain, such property wos

2 acquired by such donor or last preceding owner.

8 (3) Twonsma IN TamU An= DwM URm si,

4 I"e.-If the property was acquired after December

5 1 31,19200, by transfer in trust (other thm by a tns

6 far in trust by a bequest or devise) the basis shall be

7 the same as it would be in the hands of the grantor,

8 increased in the amount of gain or deased in the

-9 amount of loss recognized to the grantor upon such

10 transr under the law applicable to the year in which

II the- trainer was made.

12 (4) Gur o Tuxar8 wN Tu8I mORI

13 J~xvuxY 1, 9i a.-If the property was acquired by

14 gift or Unusfer in trust on or before Deember 31, 1920,

15 the baw shall be the fair market value of suih property

16 at the time of such acquisition. The provision of thi

17 paragraph shall apply to the acquisition of such prop-

18 erty interests as are specified in se1on 402 (e) of

0 the Revenue Act of 1921, or in section 302 (f) of te

20 Revenue Act of 1924 or the Revenue Act of 192A

21 (relating to property pasng under power of appoint.

22 meat) regardless of the time of acqisition.

23 (5) OPUTY TWNIOSM AT MATH.--Ii

24 personal property was acquired by speoi& bequest, r.

5. R. 10236--6



8*

, if real property was acquired by general or specifi

2 devise or by intestacy, the basis shall be the fair market

value of the property at the time of the death of the

4 decedent. If the property was acquired by the deoe-

15 dent's estate from the decedent, the basis in the hands

6 of the estate shall be the fair market value of the prop-

7 erty at the time of the death of the decedent. In all

8 other cam if the property was acquired either by will

9 or by intestacy, the basis shall be the fair market value

10 of the property at the time of the distribution to the

11 taxpayer. In the case of property transferred in trust

12 to pay the income for life to or upon the order or

18 direction of the grantor, with the right reserved to the

14 grantor at all times prior to his death to revoke the

15 trt the basis of such property in the hands of the

16 person entitled under the terms of the trust instrument

17 to the property after the grantor's death shall, after

18 such death, be the same as if the trust instrument had

19 been a will executed on the day of the grantor's death.

20 (6) TAx-EREnrXoHANGS OG MALL.-If the-

21 property was acquired upon an exchange described in

22 section 112(b) to (e), inclusive, the basis shall be the

23 same as in the cae of the property exchanged,

24 deeamed in the amount of any money'received by the

25 taxpayer and increased in the amount of gain or



deceased in the amount of loss to the taxpayer that

2 was recognized upon such exchange under the law

3 applicable to the year in which the exchange was made.

4 If the property so acquired consisted in part of the type

5 of property permitted by section 112 (b) to be received

6 without the recognition of gain or loss, and in part of

7 other property, the basis provided in this paragraph

8 shall be allocated between the properties (other than

,I money) received, and for the purpose of the allocation

10 there shall be assigned to such other property an amount

11 equivalent to its fair market value at the date of the

12 exchange. This paragraph shall not apply to property

13 acquired by a corporation by the issuance of its stock'

14 or securities as the consideration in who'e or in part for

15 the transfer of the property to it.

16 (7) TwANSFUa To ooRPO1LTIOl WEME ooq'

1.7 ThOL OF PROPERTY REMAINS IN SAME PERSONS.-If

18 the property was acquired after December 31, 1917,

19 by a corporation in connection with a reorganization,

20 and immediately after the transfer an interest or control

21 in such property of 80 preeMm 50 per ceunu or.

22 more remained in the same persons or any of them,

23 then the basis shall be the same as it would be in the

24 hands of the transferor, increased in the amount of gait.

25 or decreased in the amount of los reeognied to the.
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S transferor upon such transfer ander the law applicable

2 to the year in which the transfer was made. This

8 paragraph shall not apply if the property acquired

4 consists of stock or securities in a corporation a party

to the reorganization, unless acquired by the issuance

6 of stock or securities of the transferee as the considera-

7 tion in whole or in part for the transfer.

(8) Sxn- Copent*oN e9NThebbH B*

q", AJ, W PROPERTY ACQUIRED BY ISSUANCE OF

10 STOCK OR AS PAID-IN sURPLU.-If the property was

11 acquired after December 31, 1920, by a W :a emit:.

12 by corporation-

13 (A) by the issuance of its stock or securities

14 in connection with a transaction described in

15 section 112 (b) (5) (including, also, cases where

16 part of the consideration for the transfer of such

17 property to the corporation iN as property or

18 money, in addition to such stock or securities),

19 th% or

20 (B) as paid-in surpu,

21 then the basis shall be the same as it would be in the

22 hands of the transferor, increased in the amount of

23 gain or decreased in the amount of loss recognized to

24 the transferor upon such transfer under the law appli-

25 cable to the year in which the transfer was made.
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1 (9) TAx-Fnm DmTmBUIONS.-If the property

2 consists of stock or securities distributed after Decemler

3 31, 1923, to a taxpayer in connection with a transte-

4 tion described in section 112 (g), the basis in the case

5 of the stock in respect of which the distribution was

6 made shall be apportioned, under rules and regulations

7 prescribed by the Commissioner with the approval of

8 the Secretary, between such stock and the stock or

9 securities distributed.

10 (10) INVOLUNTARY COINVERSLON.-f the prop-

11 erty was acquired as the result of a compulsory or

12 involuntary conversion described in section 112 (f),

13 the basis shall be the same as in the case of the property

14 so converted, decreased in the amount of any money

15 received by the taxpayer which was not expended

16 in accordance with the provisions of law (applicable

17 to the year in which such conversion was made)

18 determining the taxable status of the gain or loss up.i

19 such conversion, and increased in the amount of gain

20 or decreased in the amount of loss to the taxpayeT

21 recognized upon such conversion under the law appli-

.22 cable to the year in which such conversion was mad ;

(11) WASH SALES OF STOCK.-If

24 i*eatief! the property wmas eif af eemb1 e 8-

25 4 i l of steek o seeeiges whieh were old
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I or & d of h i l esee .: o no

or et' dei seetient "944A1111(14eof 24 isl 14 of the

4 Reee Aetof t~4.he RevnAe of4.of

6 th e of hesieseiiftheees he 

6 p A es e dh hll hethe i iftheease f

8 ~ hfthe see e o e f r

8 the sf ee sIeObA pfsee se hif heees*e Of eh 4 e
9 owi* bas9hbe iaew nthe aeato

10 *the difree, op if the .......A 0.

12 memt of the differetiee consists of stock or securities

13 the acquisition of which (or the contract or option to

14 acquire which) resulted in the nondeductibility (under

15 section 118 of this Act or corresponding provsons

16C, of prior income tax laws, relating to wash sales) of

17 the loss from the sale or other disposition of substantially

18 identical stock or securities, then the basis shall be the

19 basis of the stock or securities so sold or disposed of,

20 increased or decreased, as the case may be, by the

21 difference, if any, between the price at which the prop-

22 erty was acquired and the price at which such substan-

23 tially identical stock or securities were sold or otherwise

24 disposed of.



K 1 '(12) PROPERTY ACQUIRED DURING AF U -

2 TIox.--In the case of property acquired by a corpora-

tion, during a period of affiliation, from a corporation

14 with which it was affiliated, the basis of such property,

after such period of affiliation, shall be determined, in

6 accordance with regulations prescribed by the Corn-.

missioner with the approval of the Secretary, without

8 regard to inter-company transactions in respect of

9 which gain or loss was not recognized. For the pur-

10 poses of thiA paragraph, the term "period, of affilia-

11 tion" means the period during which such corporations

12 were affiliated determinedd in accordance with the law

13 applicable thereto) but does not include any taxable

14 year beginning on or after January- 1, 1922, unless a

consolidated return was made, nor any taxable yop

J6 after the taxable year 1928. The basis i case of

17 property acquired by a corporation during-any period,

18 ,in the taxable year 1929 or any subsequent taxable

1 year, in respect of which a consolidated return is made

20 by such corporation under section 141 of this Act .or

21 the Revenue Act of 1928, shall be determined in accord-

• 22 ance with regulations prescribed under section 141 (b)

•.)3 $ of this Act or the Revenue Act of 1928.

21 "1. (13) PROPERTY ACQuiRED BEFORE, MARCH :!

2:, 1913. The basis f .detem, ing the gain e les o f he
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9 +]+ I the 68 of Okpop* ert acuire
-()'*0ee o,1f teio theaters e ner

8 Mereh,4y ;08)

9 whieheve, is greaw. In the case of property acquired

10 before March 1, 1913, if the bauis otherwise determined under

I I s'bsection, adjusted as provided in subsection (b), is

12 less than the fair market value of the property as of March

13 1, 1913, then the basis shall be such fair market value. In

14 determining the fair market value of stock in a corporation

15' as of March 1, 1913, due regard shall be given to the fair

16 market value of the assets of the corporation as of that date.

17 (b) ADJUSTED BAstm.-The adjusted basis for deter-

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

19 property, whenever acquired, shall be the basis determined

2r under subsection (a), adjusted as hereinafter provided.

21 (1) GENERAL RUL.-Proper adjustment in

22 respect of the property shall in all cases be made--

23 (A) for expenditures, receipts, losses, or other

24 items, properly chargeable to capital account;
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1 (B) in roped of any period since February

2 28, 1913, for exhaustion, wear and tear, obsolee-

3 eec, anr6ization, and depleion (conpt*d

4 witwut regard to discovery value or percentage

& depletion), to the etent allowed (but not les than

6 the amount alloable) tnder this Act or prior

7 inme talaws;

8 (C) in respect of any period prior to March

9 1, 1913, for exhaustion, wear and tear, obsoe-

10 cence, amortization, and depletion, to the extent

11 sustained;

12 (D) in the case of stock (to the extent not

13 provided for in the foregoing subparagraphs) for

14 the amount of distributions previously made which,

15 under the law applicable to the year in which the

1 distribtion was made, either were tax-free or were

17 applicable in reduction of basis (not including dis-

18 tribdo made by a corporation, which was classi-

1 fled as a personal service corporation under the

20 provisions of the Revenue Act of 1918 or 1921,

21 out, of its earnings or profits which were taxable

22 in accordance with the provisions of section 218

28 of the Revenue Act of 1918 or 1921).

24. (2) SUBSTITUTED BAsis.-The term "substi-

25 tuted basis" as used in this subsection means a basis



90

1 determined under any propso of subsection (a) of

2 thI setion or tinder any coreponding provision of

3 a prior income tax law, providing that the basis shall

4 be determined.-

5 (A) by reference to Ihe basis in the hands of

6 a trawferor, donor, or grantor, or

7 (B) by reference to other property held at

8 any time by the person for whom the basis is to

9 be determined.

10 Wheneve it appears that die basis of property in the

11 hands of the taxpayer is a substituted basis, then the

12 adjustments provided in paragraph (1) of this sub-

13 section shall be made after first making in respect of

14 such substituted basis proper adjustments of a similar

15 nature in respect of the period during ihich the prop-

16 erty was held by the transferor, donor, or grantor,or

17 during which the other property was held by the person

18 for whom the basis is to be determined. A similar rtde

19 shall, be. applied in the case of a, series of substituted

20 base.

21 SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

22 (a) BASIS FOR I)EPRBIAT ON.-Tho basis upon

23 which exhaustion, wear and tear, and obsolescence are to 'be

24 allowed in respect of any property shall be the same fie t

25i %p*d ift seetiet 4-4 adjusted basis provided in section



11(b) for the purpose of determining the gain or loss upon

the sale or other disposition of such property.

3 (b) BABIS FOu DEPLETIO.-

4 (1) GENEBIA, uuL.-The basis upon which de-

15 pletion is to be allowed in respect of any property

6 shall be the sme as is p*...ded iio .eetiew 444 adtted

7 basis provided in section 113(b) for the purpose of

8 determining the gain or loss upon the sale or other

9 disposition of such property, except as provided in

10 paragraphs (2) and (3) of this subsection.

11 (2) Discovrnai VALUE IN CASH OF MIN' .- In

12 the case of mines discovered by the taxpayer after

I3 February 28, 1913, the basis for depletion shall be the

14 fair market value of the property at the date of dis-

15 covery or within thirty days thereafter, if such mines

16 were not acquired as the result of purchase of a proven

17 tract or lease, and if the fair market value of the prop-

18 erty is materially disproportionate to the cost. The

1I, depletion allowance based on discovery value provided

20 in this paragraph shall not exceed 50 per centam of

21 the net income of the taxpayer (computed without

allowance for depletion) from the property upon which

23 the discovery was made, except that in no case shall

24 tl~e depletion allowance be less than it would be if

25 computed without reference to discovery value. Dis-
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coveries shall include minerals in commercial quanti-

ties contained within a vein or deposit discovered in

an existing mine or mining tract by the taxpayer after

February 28, 1913, if the vein or deposit thus discov-

ered was not merely the uninterrupted, extension of a

continuing commercial vein or deposit already known

to exist, and if the discovered minerals are of sufficient

value and quantity that they could be separately mined

and marketed at a profit.

(3) PERCENTAGE DEPLETION FOR SULPHUR, OIL

AND GAS WELLS.-In the case of sulphur, oil and gas

wells the allowance for depletion shall be 27j per

centum of the gross income from the property during

the taxable year. Such allowance shall not exceed 50

per centum of the net income of the taxpayer (com-

puted without allowance for depletion) from the prop-

efty, except that in no case shall the depletion allowance

be less than it would be if computed without reference

to this paragraph.

SEC. 115. DISTRIBUTIONS BY CORPORATIONS.

(a) DEFINITION OF DrvmEN.-The term "divi-

dend" when used in this title (except in section 203 (a) (4)

and section 208 (c) (1), relating to insurance companies)

ieans any distribution made by a corporation to its share-



I

as

! holders, whether in money or in other property, out of its

Sqariugs or profits f.-ahed eke aw 4 MS.

(b) Souses oF DIw TmuTxoNs.-For the purposes

4 of this Act every distribution is made out of earnings or prof-

5 its to the extent thereof, and from the most recently accumu-

6 lated earnings or profits. A t efi aeeitti-

7 We; e i~i'eee iI ~ie f feipefty seemedi hefoe

8 1meh 47 nay eet firef te, aftef
9 "h 0 1, .... ,.,.

10 4-8& have beent distrih_'- b iutey oieh taifee &siri-

11 tieft 06he m4 eridaat~e e e4tee the basis of the

12 at een ameiidnd 1maseetieit 44&
13 (c) DISTIBUTIONS IN LIQUIDATION.-Amounts dis=-

14 tributed in complete liquidation of a corporation shall be

10 treated as in full payment in exchange for the stock, and

10 amounts distributed in partial liquidation of a corporation

17 shall be treated as in part or full payment in exchange for

1, the stock. The gain or loss to the distributee resulting from

19 such exchange shall be determined under section 111, but

20 shall be recognized only to the extent provided in section

21 112. In the case of amounts distributed in partial liquida-

22 tion (other than a distribution within the provisions of

23 section 112 (h) of stock or securities in connection with a

24 reorganization) the part of such distribution which is

25 properly chargeable to capital account shall not be consid-

' I " I I I - 41 , - ". - 4-, -, I I



* *.*, ,''-** .~**,'* ~ -

94,

1 ered a distribution of earnings or profits within the meaning

2 of subsection (b) of this section for the purpose of deter-

3 mining the taxability of subsequent distributions by tht

4 corporation.

5 (d) OTHER DISTRIBUTIONS FROM CAPITAL.-Jf any

6 distribution (not in partial or complete liquidation) made

7 by a corporation to its shareholders is imt eet of inei'e
8 in vehke Of a bee ,pmr i

8rr~v pVyaeeVii4befome h e 4- "a d is

9 not out of earnings or profits, then the amount of such dis-

10 tribution shall be applied against and reduce the basis of

11 the stock provided in section 113, and if in excess of such

12 basis, such excess shall be taxable in the same manner as a

13 gain from the sale or exchange of property. he

1.1 siones of this eubeefii " e l aso fly to Aistibotiene fee

15 deeees based en fte di;WAxeeie- v~alue of mnes.

1' (e) DISTRIBUTIONS BY PERSONAL SERVICE CORP6-

17 RATIONS.-Any distribution made by a corporation, which

18 was classified as a personal service corporation under the

19 provisions of the ]Revenue Act of 1918 or the Revenue Ait

20 of 1921, out of its earnings or profits which were taxable in'

21 accordance with the provisions of section 218 of the Revenue.

22 Act of 1918 or section 218 of the Revenue Act of 1921, shall

23 be exempt from tax to the distributees.

24 (f) STOCK DIVIENDS.-A stock dividend shall not be-

25 subject to tax.
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(g) REDEMPrION OF STOCK.-If a corporation can-

2 cels or redeems its stock (whether or not such stock was

3 issued as"a stock dividend) at such time and in such manner

4 sa to make the distribution and cancellation or redemption

,5 in whole or in part essentially equivalent to the distribution

6 of a taxable dividend, the amount so distributed in redemp-

7 tion or '-anceflation of the stock, to the extent that it repre-

S sents a distribution of earnings or profits ate"d &

9 Ik4b'.Wwy 4 -1. , shall be treated as a taxable dividend.

10 N the eme o the &asel*tii or 4 oe ms

11' isad a eoek 4iidethi " ibeeetie shal api *el

1~VAARW 19th ifeattde fteeam 4

13 1026.

I (h' DEFINITION OF PARTIAL LIQUIDATION.-AS

15 used in this section the term "amounts distributed in partial

10 liquidation" means a distribution by a corporation in com-

17 plete cancellation or redemption of a part of its stock, or

18 one of a series of distributions in complete cancellation oz

19 redemption of all or a portion of its stock.

20' SEC. 116. EXCLUSIONS FROM GROSS INCOME.

21 In addition to the items specified in section 22 (b),

22 .the following items shall riot be included in gross income

23 and shall be exempt from taxation under this title:

24 (a) EARNED INCOME FROM SOURCES WITHOUT

25 UNITED STATES.-In the case of an individual citizen of
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1 the United States, a bona fide nonresident of the United

2 States for more than six months during the taxable year,

3 amounts received from sources without the United States

4 if such amounts constitute earned income as defined in sec-

5 tion "+ 25(g); but such individual shall not be allowed

6 as a deduction from his gross income any deductions properly

7 allocable to or chargeable against amounts excluded from

8 gross income trader this subsection.

9 (b) T&ACIERaS IN ALASKA AiD IL&wAjL--In the

10 case of an individual employed by Alaska or lawaii or any

11 political subdivision thereof as a teacher in any educational

12 institution, the compensation received as such. This sub-

13 section shall not exempt compensation pE, d directly or

14 indirectly by the Government of the United States. Sul-

it. etion (b) of section 5 of the Act end&." "An Act to pro-

16 vide a government for the Territory of Hawaii ", approved

17 April 30, 1900, as amended by the Act entitled "An Act

18 to amend section 5 of the Act entitled 'An Act to provide

19 a government for the Territory of Hawaii', approved April

20 30, 1900 ", approved April 12, 1930 [ U. S. C., Sup. V,

21 title 48, sec. 495 (b) ], i8 repealed as of January 1, 1932.

Note.-The matter repealed by the above subsection reads as follows:
The salaries or wages paid by the Territory of Hawaii, or any of its

political subdivisions, for services rendered in connection with the exercise
of an essential governmental function of the Territory or 'its political
subdivisions, shall not be taxable by the United States in the administra-
tion of the income tax laws.



1 (c) INcoME oF FoREI GovNM T.--The in-

2 come of foreign governments received from investments in

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

4 ties, owned by such foreign governments, or from interest

6 on deposits in banks in the United States of moneys belong-

6 ing to such foreign governments, or from any other source

7 within the United States.

8 (d) INooxn op STATES, MUNirPALITS, ET.-

9 Income derived from any public utility er the exercise of

10 any essential governmental function and accruing'to any

ii State, Territory, or the District of Columbia, or any political

12 subdivision of a State or Territory, or income accruing to

13 the Government of any possession of the United States, or

14 any political subdivision thereof.

15 Columbia, or any political subdivision of a State or Teni-

16 Whenever any State, Territory, or the District of

17 tol ur to September 8, 1916, entered in good faith into

IS a contract with any person, the object and purpose of which

19 is to acquire, construct, operate, or maintain a public

20 utility-

11 (1) If by the te of.uc, contract the tax

22 imposed by this title is to e paid out of the prwcc&

23 from the operation of such public utility, prior to qny

24 division of such proceeds between the person and the

H. R. 10236..-7



I State, Territory, political subdivision, or the District

2 of Columbia, and if, but for the imposition of the tax

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

4 taxable year would accrue directly to or for the use

5 of "ch State, Territory, political subdivision, or the

6 District of Columbia, then a tax upon the net income

7 from the operation of stiod public utility shall-be levied,

8 assessed, collected, and paid in the manner and at the

9 rates prescribed in this title, but there shall be refunded

10 to such State, Territory, political subdivision, or the

11 District of Columbia (under rules snd regulations to

12 be prescribed by the Commissioner with the approval

13 of the Secretary) an amount which bears the same

14 relation to the amount of the tax as the amount which

15 (but for the imposition of the tax imposed by this

16 title) would have accrued directly to or for the u

IT of such State, Territory, political subdivision, or the

18 District of Columbia, bears to the amount of the net

19 income from the operation of such public utiiity for

20 such taxable year.

21 ()If 1? be fper = of such cont d no part ok

26, the proeees from, OR operation of the public utility for

23 the taxable year would, irresPective of the tax imposed

2' .by this title, accrue directly to:or for, the 4se of suqh

25 State, Territory, political subdivision, or the District

.



9

1 of Columbia, then the tax upon the net income of

2 such person from the operation of such public utility

8 shall be levied, assessed, collected, and paid in the

4 manner and at the rates prescribed in this title.

6 (e) Bmwo o m Aqun BY 8Tmm OR POLIm-

6 CAL SuBDivIsioN.-Whenever any State or political sub-

7 division thereof, in pursuance of a contract to which it is

8 not a party entered into before the enactment of his AA& the

9 Revenue Ac of 1928, is to acquire a bridge--

10 (1) If by the terms of such contract the tax

11 imposed by this title is to be paid out of the proceeds

12 from the operation of such bridge prior to any division

18 of such proceeds, and if, but for the imposition of the

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

I J) the taxable year would accrue directly to or for the use

16 of or would be applied for the benefit of such State

17 or political subdivision, then a tax upon the net in-

18 come from the operation of such bridge shall be levied,

1, assessed, collected, and paid in the manner and at the

21)-. rates prescribed in this title, but there shall be re-

21'. fimd6'to such State oi Olitical sbdivision (under

23 rules and regulations d bie piescribed by' the Commis-

28 sooner with the approval 'of the Secretary) an amount

24 which bears the same relation to the amount of the

25 tax as the amount which (but for the imposition of the
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1 tax imposed by this tide) would hrve acomed directly

2 to or for the, use of or would be applied for the benefit

8 of such State or political subdivision, bears to Ithe

4 amount of the net income from the operation of sich

a bridge for such taxable year. No such refund shall

o be made unless the entire amount of the refund is t -be

7. applied in part payment for the acquisition of such

'8 bridge.
9 (2) If by the terms of such contract no part, of

10 the proceeds from the operation of the bridge for the

11 taxable year would, irrespective of the tax imposed by

12 this title, accrue directly to or for the use of or be

13 applied for the benefit of such State or political subdi-

14 vision, then the tax upon the net income from the

15 operation of such bridge shall be levied, asessed, ei-

16 lected, and paid in the manner and at the rates pre-

17 soribed in this title.

18 (f) DrvmwDe noM "OmNA TRADE AoT " Cos-

19 PowmION.-In the case of a person, amounts distributed

20 as dividends to or for his benefit by a corporadon organized

21 under the Chl Trade.Act, 1922, if, at tGe :time of such

22 distribution, he is a, reident of China, arnd the equitable

2 rig to the income of the shares of stock of.the'corporation

24 is in good faith vested in him.
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1, (g) SAnmowNUS' PW nO N AM INDM MNTY

2 AssooITNs.-The receipts of shipowners'-mutual protec-

8 tion and indemnity associations not organized for profit, and

4 no P rt the net earnings of! which inures to the benefit

5 of any private shareholder; but such, corporatioms shall be

o subject as other persons to the tax upon theii net income

7 from interest, dividends, and rents.

8 SEC. 117. NET LOSSES.

9 (a) DEmmToN ov "Nwr Loss."-As used in this

10 section the term "net loss" means the excess of the deduo-

11 tions allowed by this title over the gross income, with the

12 following exceptions and limitations:

13 (1) NON-BU&Nis DEDUOIOn.-Deductiont

14 otherwise allowed by law not attributable to the operaP

15: tion of a trade, or business regularly carried on by the

168 taxpayer shall be allowed only to the extent of the

17. amount of the gross income not derived from such.

18 trador business;

19 (2) OAu TrAL 4  M.-In the ease of a tax,

20,so, pkpyer other than a corporation, deductions for capital..

21110- Io"e ; otherwise allowed, by law ~AR 46 allowed only.

22 to he extent of the capitaIpin; ,

28 . .(8) DBPLmN.--The, deduction for depletion

24 ., shallnogexceed the amount wldch would be.alowabl6.



Ia'

if, computed without reference to discovery value, or

to percentage depletion under section 114(b)(8);

(4) Dr v m .--The deduction provided for in

4 etion 28 (p) of amounts received as dividends shall

6+~ fatRbo*lowed;

6 (5) INTEunST.-There shall be included in com.,

7 puting gross income, the amount of interest received

8 free from tax under this title, decreased by the amount,

/9 of interest paid or accmed which is not allowed as a

10 deduction by section 23 (b) ;

ii (6) NT L088 NOT TO PRODUCT mu L o ,--In

12 computing the net lose for any taxable year a net loss

18 for a prior year shall not be allowed as a deduction.

14 (b) N ,'r O.As A DEDUcnroN.-If, for any taxable

15 year after the taxable year .1933, it appears upon dhe produo-;

16 tion of evidence satisfactory to the Commissioner that any,

17 taxpayer has sustained a net loss, the amount thereof shall be

18 allowed as a deduction in computing the net, income of the:

19, taxpayer for the succeeding taxable year (hereinafter in this'

20 section eflled." second year ) rm il 0o 4st ess isin W,

21 "e"6e*~OU*.~eW~~b

24 lb. m et mi.muisll be tliewei ,s dedie i ..

2 o t einie i s ee ie 1. 4Iye )- ate'



Seduction in all cam to be made under regulations prescribed

2 fy the Oommissioner with the approval of the Seretary.

8 (a) OPAnw NLrw GAIN eo Lees IN ScOND Yw.- -

4 +1 W~WMMtIM i*W A 0 Ia iniheMI aee~ ye

5 the ft"" l hm a . a.ua,

7 eofthismtieB ahms&e e p i de~e

9' the oNlinmb i eeem efffm~e year1  If

11 Ws eme6e dolbe lewedosa b aeeye-

12' pnetio niewthethiydyeew. R"

18 O) A4kpi tmiw emw -If in the second year

14. the taxpayer (other than a, corporation) has a capital

16, net gain, the deduction allowed by subsection (b) of

this section shall first be applied as a deduction in corn-

17. puting the ordinary nat income for such year. I4 fh,

18. dedAetieo is emew ef their dinav nlet Jeme -(,,.-

fWI ud eas'md es f 4mpimi f eIA

23-

24 44). J'*r fM iM O i9 0W

~s'



,8 .f etb tm ,. . e**w..---,.

8 4e (d)Nw Lowa i8s so WS* 1930 oG

9 1931.--I for the taxable yeast 4 4B. 1931) or 1931

10 a taxpayer sustained a net loss within the provisions of the
i1 Revenue Act of * the 1928, the amount o such net

12', loss shall not be allowed as a deduction in computing net16 income feu' the ae taeh e yee *we tohe pmw

14 eetatei theteme aeei 'et esee ttdf

I ~ qeI is yeefiw -(+drti Ae~alwd sae"te

.916 3.*I for the taxableaM yenanr tide *ile 44713 r1

101"' (f (e) FISoA Ywr Rw .-- f a taxpyer makes

retueoraperiod beginng ino alendaryear. (hereinafter

12 ;in this sulnoties called firs ealenduryero ')and ending

2&in the oU eidar year (hereinaiter in the ubseti~n.

21 . * oD PF) ai.d ) mthe &pI dble"to:-

22 .t6e w6 w -al dng ye 1 ew diunerent-rm the la*ppliWabe.

1 t8 thlirfsrt calendar year, then i, net loue for th derodeftd.

19 ,g du nthesu~es dalendayrshlWbe the-sm of: (1)



1 tho." PXPOQ Orp~f * no., WIIW44 An eoitre period, 4eter-

2 ~U-i4 al the 4~W IPRppiWO. ib 'tba fit Odeuerp

4: Yellj$ iOf" do. 04i porio4;A.ad (9) sho t' e propw1Ion 9f

5 -ij4uetlm Jpfa, ~joe~eu-piott! doter od ju4E, aw

9.', 9XCmJ1& DWS 4W P(MIR ON W40i SAUESOF' §TOCJK OR

1o.~ SUCURAIS.

11 (a) In -the, mm.of any loss omdi to, have, en

12"A &Ut ll fsra au 4 aY Wow, otkr dispistimv of ares of,

18 stock r socujztia whome it. ppears 60,hi~hryJy

15 (hawit hia~ period beginning $0 d~zyi before t.4~ fa~

16 ale or dipiion and ending80daya*terwAd,"t

17 4ApoPe O.MuA .eh Aie h~~ eqis ~

od1 . th p ha by-pe~~

28 ~ ~ b larcd V1w), or 'A" .n*er4 into k MOf'T or,

24 option SOWQV"iWpA $~A ite



1 t ,no dedtioton for'the, Ioieshallb IlloWed ft )s ofidn

2 68e 2 ~~~te "Awl ah'-4i bol wd~~ 'owtd

S under setoil 28(f),:ustheldotbr iapd koO*ori-

4 tlon;;sideslerin atiks rnseu libd wlthirispW to,.a

' 5 tmonimjde int'the, ordinu'y-oodhbelof W srbugIneu.

7-60 O.f, ooIi*

8 hOaee I y.p ut o thele b W in

9 (b) If hamutf rofi .d(

10 covered by the contract or opti"3io9acqire) is kw

* tha the amotshg of ,tock or0,-otwjit d I r'othewie

12diapse of~ ote~ thw 1ktibdW- -h A".of, otoik or sewriti,

i .:the lo:gs frothe; sal, or, other --diosiit,'of'9 wih I" i ti

14dedudtb" shall k~ de iered under krulm opn ervoi~om

17' N(o if thnmnt- Of stdock 0 o Omwit fred (or
1' o'ee by.the tractoro 6i Opimlto adm i)(jW 4tilhai

aiamow41 Of 4ipw

i 4w t ' i

of, the -parr; skates' of 41 tv,4 uqnaiie *W

2 1 aqUtiin*- 'tik 1(Or th\ oeWht 1  iV fo t'quiM,

24 CoNiOW040 with tho appoval ef di ~ay
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Q * Ic 3. SJCOM o * o" BSeOUC W1 UNTED STATES&

2 () - wn om * IFoi sDoN SotoB n; UITP

8 " 'TA 'The: fwing items ofgo W lioome shall bo

4 related as inOome from source within the UWtd States;.

5 ' " 41)~wr~.'Int~iest' o ~s,notes, or,

9' . othui;,r ob1 of residents, oorpoo
71. ' rate orothor ,e, niot intoludig.., , ' ,

8(A)' interest on deposts with persons oar-.

9 2'icg-on the banking buinewpid to person,

10 -got engaged in business :within the'United States,

11: ' .ad ot,hving; an .offie- or. plbe of business

12, e, ,

13 ,:: ! , ;, (B), ine received frm,, resident alien.

14:. indiaidaa resident foreign corporation, or

15 , domesOeooaoi when it is shown to the sati,

1 nation of the .Commissioner tht lees than 20 per,

17- centum of the gross income ofsuch resident payor

18I' ,or dme co0rpoion tha beeAt derived fromq

i sourceso w in the'United, Sht, as determined

od&I ,P6Vix-ofth for the tbreo,

?~~r~erld ~of t'the,

22yt~f sakpyrredgIthelpyment

29- '" in*erer foi ch ptof mh peiod as

24 T IpIole,

taxable

of Bh

mnay

,,'



: 1001 .

2" ' ' ' : bank -e uefrok banker' aeptsnos ,

)t o~iration other

7 section 2,411 "othberb a lsfmption leu

8 ' , .i a V2O20o oemm',?ef Wke ros income is
9,".' siipwn cob the .aiafa¢tiozi o ,tho Ocmnmissioner t

1 .' .:", h*ebsfu.dezivedfromso im ,ithin the United,,

It S*estasdn i ,imd~thjie visions of thiq,

12 section, for the three-ye ,pu d ending 'wit.

I thoei efO[Aithe'ltl" bIt *of such corporation t

14.' th i id tiou lil dividends (or,

15 !'H .1fo w Slul'uah p iiEtWbhivod;mr(&6k Oorporatioiq
16 ashexiui 4citI),O~1 1f.

17' &..* -,.(B) ,,oma miaowp n unless les

d tIlg,rpii ,ias dn,' oi thrmhl.r period end o

2A !,,. the I'ShA i dl el(or for,. olv
2 • &hl . tion has beeo.

VA within tho.

24 United States as deter Adumfitheprovioni.I

25 *. of this section;

,:,



Mu uu vww-4 compensation for

,,ri. k l*~pqrsesaobstu/pfora ed Ifl.!Ahe United

u4(i '.~ '0441 RiTM *ANu YA~Lr4-Rental or rqy..

.4 11 1~d.1 fiM, p tw aoatm d iibe ThIM~ States 'or

from any interejetin such ptopery, 'imoluding rentals

i , f or; my i1 ebr,.the( use.ito, or; fOi "the priviegeof

using t Unlted Sftds,'Ptns# ,opyAghts, seet

* IprvOsMPs.id EoInUlas ' good,*11, Jtade-marks, tde

1. < ,braids,framoioses, anid, thet like, roperty, and

IAM (5) Saw d i o ".On4n profits

12 mu iniome fr6Mth saleo. of real popMY1 located rn

15 STAT.-From the items of gross iihomespecified in sub-

'16, section ,(a of thii iwtion there, siall' be. deducted the ei-

17 pen) loied and Othei' dedhetion ptperly apportioned or

18r r nhoaed *kdeto: and t4atbl pt ot y etpekises, losses, dr -

4W~ theiWI dIIIu~ I h~ Imz ,met NWtn, ddnt1 be tiloosted to

J~iy~ 1 iowid In AM 44 i&~Ojhd fr~m ~urdes

~4~dUI~~i8Tffth~llwuigitems 6tfgr ob e sbbf

205 be treated as income from source witout the United Stane:

'L"4



S(W) Intere t othe than that delvod m oure

within the United StateW -a p tded, In, subsealon

(a) (1) of this motion;

4 . (2). Dividends other thn these derived from

'o, , me within the Uitel Stas as" provided in sub-

6, optionn a) (2). of tis section;

7 . (8) Compenation for. labo 6r personal serviows

performed without ,the United Stte;,

9. (4) Rentals or royalties from property located

- ,o without the United States or fromnany intees in such

11 property,. including rentals or royalties for the use of
.12i .. or foT the privilege of using ,without, the United Statw,

i1 patents, copyrights, secret pooesss and fofulan, &od

14 will, tiade-marks, trade brands, franchise and other

.15 :like properties; and-

10 (5) Gains, profits, and income from the sale of

17., real property loaWd wk&l.t the, united Wates.

1.: ".(d) N .INCom RO SoftmO Wofn uT .UsMn ,

19 .8AT..---rom the items of gkOss income je i ed In sub-

20., wion, (c) of this soion thereha be ded&Wtedte -

1t, :pe lols, *6d othdedtuotions 'ptnt apportioned

22 or allocated ti ret ;,'aidl i ratable peit' bf bny' expenses,

23,, losses, or other deductions which ean not definitely be. allo-

24, .sted to someitemof cla Of. g inom,- The tader,

..................................I...



1 if jny, .b ! be, treated in full As net income from sources

2. '!Vitoot tiae Uaited Stete

O (e), IX oo o MoXSOVWXB PATLYWT= N D

6 come, expenses, loses, and deductions, othi ,,than thope

6 'poiW iwn subeotion (a). nd,, (o) <'f this section, shall be

7, )aoodor pportioned tosuroee" ,within or without the

i8 iUzited Bt&t* under rules anregulations prescribed Jy
.9 the ( um pioner with the approval of the, Secretary.

•!0 Where item, of. gross cnoe are separately allocated to
nL ,sout'es,7wid thiteUnited States, there shal be deducted12 (for the purpose of computing the net income therefrom)

18; thexpmass, lom, and othef deductions properly appor/

14',, 1ootor 40etd thereto and a ratable pa4,of other ex.
pepm"s losses -or other deductions which can, not defpitely

-16 ,be. allocated to some item ,or class, of gro income. The

IT: reader,, if any :shall be included , .full a& ,net income

Is fOwa~osm within thl,,Uited ttes., In the ease of gross

19, ineeon dejvod fron sources partly within 4nd portly with
2O out the UPItd.4 tats the 4et uo may jfins be computed

216wy, of epaey loss pr, 9&,d dultwoappor

220 ,ined Or,. e9 tet eretoand tI, No ofany expenses1  .7

w:4-I±e4 tOsopfe itemgon clksoof grop:ino.e: ad the porticz:

- ,~7 7
7/,h~f*~ ~ 7,
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1 of such net income attributable to sources within the United

2 States may be determined; by processes or formulas of

3 general apportionment prescribed by the Commissioner with

4 the approval of the Secretary. Gains, profits, and income

5 from-

6 (1) transportation or other services rendered

7 partly within and partly without the United States, or

8 (2) from the sale o" personal property produced

9 (in whole or in part) by the taxpayer within and sold

10 without the United States, or produced (in whole or

11 in part) by the taxpayer without and sold within the

12 United States,
13 .hall be treated as derived.,partly from sources within and

14 partly from sources without the United States. Gains, profits,

15 and income derived from the purchase of personal property

1 within and its sale without the United States or from the

17 purchase of personal property without -and it sale within

18 the United States, shall be treated as derived entirely from'

19 sources within the country in which sold, except that j ,ah

20 profits, and income derived from the 1purhae r I persmul
21 A property witlii Ae NIted Sta and itawle within a PWs

-22 session of the 41nitO ftes or from the pur kw ;d peinoxl.

-23 'property within a possession of the Unitd State and it

24 sale within the United States shall be treted as derived



, a I~tlyjf aourms withi ;and -,pitlyvop sources witholit

2 tho UnitedSta.,

,S ,." (1) D" io~.--Asdi this ection the worse

4,o'f,s!lf " 8 "1sr d "Imwos, de rexQJpge *, r 9' Whanged .;';

5 ,. ajd the word" pradicod inciide 'created" fabricatedd,"

6 manufactureded,"." e raoted,' " processed," cured," or
7 "-d.

8! I.Q A UNIXMMTDIi DXPVCTQ Q$, FORPHATABLE AND
9 ,r o THElR ( Q TRJU IQN$T

10 In tl e. ,om ii, hidul f ju t 1axabl, year and

11 in eac.: oL the,. ten priced' ng t#xabe years, the amount pf

12 t . o,,6nt"utiow s or, giftd. dp bedio ge~lon . (n) plus

13 t 1  noi4f i~co~g, war, p rofits, or~~ or xc-essp~rfits taxes

14;,piddui ,g supgiydar in %spect oi pr*tdiu taxable years,

15 ntex eedl . .p entuiof ie 4pjtyqr's nAt income fo;.

16 q-{i,h y 1, s,,cpiiputp wtth94- tIp bait of section

1T n)4,nt~4 per j4i4p 4iqni A jp s4 ch sectiq

18 shall not be applicable.

1' ppleit C - d'ts Apingt Tax

21 , .3 ",, S [ Qi Fpt I~Gr to S tl R~E ~ OS

(~)4I4QW4NO~o~C I~i-'-i~eIfthe, tapayer

2~I, ~s~gijiie, is i, rA(Irn k4is, WOirf 4Ay _k~z 4'wb~its of twi

25 section, the tax imposed ,by,tipt 4 or Rqljted with:

31. R. 10236 8
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1 (1) CMZBN fr D Do3MTIO oOOPATIO.--In

2 the case of a citizen of the United ,States and of a

3 domestic corporation, the amount of any income, war-

4 profits, and excess-profits taxes paid or accrued during

5 the taxable, year to any foreign country or to any

6 possession of the United States;. and

7 (2) RESIDENT OF UNITED STAT .- In the case

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

9 such taxes paid or accrued during'the taxable year to

10 any possession of the United States; and

I 11 (8) ALx IuEaJDBNT OP UNITED STATE.--In

12 the case of an alien resident of the United States, the

13 amount of any such taxes paid or accrued during the

14 taxable year to any foreign country, if the foreign

15 country of which such alien resident is a citizen or

16 subject, in imposing such taxes, allows a similar credit

17 to citizens of the United States residing in such country;
1 and .'-

19 (4) PARTNEOHIPS AND ESTATS.-In the case

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

21 ship or a beneficiary of an estate or trust,,his piopor-

22 tionate share of such taxes of the partnership or the

23 estate or trust paid or accrued during the taxable year

24 to a foreign country or to any possession of the United

25 States, as the case maybe.
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1 (b) IMT oW CREDIT.-- ea aholl the et

2 o"enedit te md this e ee emeee the some W -

• 4 iJmee wi&%ea t6 deduefiea of my

5 A ti mypto f sh wheh may he&Vowed t him

6 asae rodi botea whiehe ueh rediti

7, tke , whi h the tai pyMS ' e6 ineme oMou-t

8 the 'dwit s~hountr ber 4opinr, n ot .icmewo
89 the saetabeex;ad ,

9-.1fi ;ta*-ffR soweeo iihetft Ahe 4Jnited States, bow~

1 to his mntie net ieeme. 4eeffipuutel witthout aueh dedue-

11 .ie~ fe ) the me t am yew. The amount of the credit

12 taken under this section shall be subject to each of the follow-

13 ing limitations:

14 (1) The amount 'of the credit in respect of. the tfix

15 paid or accrued to. any, country shall -not exceed the

216 , same proportion of the tax against which.such credit

7 T is taken ,, which the taxpayer's net incomefrom sourcm

18 ewithinsuh country bea to his entire net, income for

19 the same taxable year; and

20,,: (2) The total amount of the -credit, -shall not ex-

21 ' ,-ceed, the same proportion of the tax against, which such

22, credit is takeni, -which, the -taxpayer's net income from

23. sources without the, United States bears to his entire net

24 income frtA. same taxable. year.
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1 (o) ADUSTM TS ON PAUxmT Q Amou=
Tx-If acorued ta.es.when paid.differ from theamouuts

claimed s credits by the taxpayer, or if any taxpaid:is

4 refunded in whole or in part, the taxpayer shall notify the

Commissioner, who shall redeterMine the amount of the tax

6 for the year or years affected andhe.amoit oftax due

7 upon such redetermination, if any, shall'be paid by the

8 taxpayer tuin notice, and. demand tby 4the collector, or

9 the amount of tax overpaid, if any, shall be creditedor re-

10 funded to the taxpayer in.accordance with the provisions of

1i section 322. In the case of such a tax acrued but not paid,

12 the Commissioner as a condition precedent to the allowance

13 of this credit may require the taxpayer to give aboUd with

14 sureties satisfactory to. and, to be approved by the Cow-

15 missioner in such bum as the, -(onwissionerimy require,

16 conditioned upon the payment by the taxpayer of any amount

17 of tax found due upon any such aedtermination; and the

18 bond herein prescribed shall contain such further conditions

19 as the Commissioner may reqkiure.'

20 (d) YEAR IN WHICH OREIT TA .--The credits

21 provided for in this s:- tion may, at the option of the tax-

22 payer and irrespective of thetmethod of accounting employed

23 in keeping his books, be taken in the year in which the taxes

24 of the foreign country or the possession of the United States

25 accrued, subject, however, to the conditions prescribed in



LiT.

1 tsubsection ({o of this, fetion.; Ifth taxpayer eleets to take

2 suehcreditsin the yemin whwih th.e taes of the, foreign

ceuntry or tl-puession of the United States. aedrue., the

4 credit., for AM subseqnent- yean shai be, taken upoa tie

. ewe, beis, basis, and 'it& portiom of any such, tare shall be

6 aflwed a, &ducon in Me -amxe or any mweedV year.

7 - (e)-ThOOF' Op- CEums8~f4hO en"di sl ." e

8 &Hewed orly e f he 4s eiw te WAUAA

9 tote0,Q0M-- ifilf Wk h ete W e&id

10 om eeee with te lteTand OR Othee qWe

12 enh eredi 'The credit provided in this section sWll be

13 allied only if' the tacp r establishes to the satisfaction of

14 'the Commissiner (1) the total amount of inco me derived from

15 sources without the United Stats,* dtemined as provided

16 in motion 119,; (2) the among of , wome derived frm eaah

17 country, the, tax paid or acorued to which, is claimed: as, a

18 credit under tis section, h amount to bet determined under

19 rules ind regulations presmribed by the (ommisnionor, with the

20 approval of the Secrea"y and (3) all other information

21 neewsary- fortw verification and computation of mu credits.

22 (f) TA oS F FOreIGN Su~WiABY.--For the pur-

23 poses, of this section a domestic corporation which owns a

24 majority of the voting stock of a' foreign corporation from

25, Which it receives dividends (not, deductibk under,: action

4
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1 28 (p)) in any taxable year shall be deemed to have paid

2 the same proportion of any income, war-profits, or excess-

.8 profits taxes paid by such foreign eorportion to ay foreign

4 country or to any possession of thelnited States, upon or

5 with respect to the accumulated profits of such foreign cot-

6 portion from which such dividends were paid, which the

7 amount of such dividends bears to the amount of such

8. accumulated profits: Provided, That the epe allowed @&

9 aW fny ee a t amount of tax deemed to ha been

10 paid under this subsection shall in no case exceed the same

11 proportion of the Iaxes tax against which it is etee

12 credit is taken which the amount of such dividends bears to

13 the amount of the entire net income of the domestic corpora-

14 tion in which such dividends are included. The term

15 "accumulated profits" when used in this subsection in

16 reference to a foreign corporation, means the amount of its

17 gains, profits, or income in excess of the income, war-profits,

18 and excess-profits taxes imposed upon or with respect to such

19 profits or income; and the Commissioner with the approval

20 of the Secretaryshall have full ,power to determine from the

21. accumulated profits of what year or years such. dividends

22 were paid; treating dividends paid in the first sixty days .of

23 any year as having 3'en paid from the accumulated profits

24 of the preceding year or years , (unless to, his satisfaction

25 shown otherwise), and in other respects treating dividends

4.



1 s aiiving. been paid. from the most-recently accumula*ed

2 gains, profits, or earnings. In the case of a foreign corpora-

8 tion, the income, war-profits, and excess-profits taxes of

4 which are determined on the basis of an accounting period

5 of less than one year, the word "year" as used in this

6 subsection shall be construed to mean such accounting period.

7 (g) - ,Coiu nONS T Am) As FOEoIGN.-For the

8: purposes of this section the following corporations shall be

9 treated as foreign corporations:

10 (1) A corporation entitled to the benefits of

11 section 251, by reason of receiving a large percentage

12 of its gross income from sources within a possession'of

13 the United states; ,

14 (2) A corporation organized under the China

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

16, for in section 261.

17 BEC. 18. PAYMENT UNDER 402 1928 ACT.

18 Any amount paid before or after the enactment of this

19 Aot on account of the tax imposed for a fiscal yer beginning

20 in 42 1931 and ending in 08 1932 by Title II of the

21 RevenueAct of 1O26 1928 shall be credited toward the pay-

22 mkent of the thx imposed for such fiscal year by this Act, and

23 if the amoimt so paid exceeds the amount of such tax imposed

24 by this Act, the excess shaR be credited or refunded in

25 accordance with the provisions of section 322.

.'~~*
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8 SEC. 14L. ONSOLIDATED RETURNS OF CORW9RA- -NO

4W AND 9,UBSEQUENW WA"l- IAM CORX

* 5 PORATIONS.

o (a) Po vxuroiiTo FnaH CoNSOLwATRmis. *-

? An affiliated group of corporations shall, subject to the pro-

8 visions of th4section;, have the privilege of making a

9 consolidated return for the taxable year:,4929,f ey,sbee-

10, teP*obe ye. in. lieu of separate returns. The making

1 of a consolidated return shall be upon the condition that all

n1 the corporations which have been members of the affiliated

I group at any time during the taxableyear for which the

14 return is made consent to all the regulations under subsection

15 (b) prescribed prior to the making of such return; and the

16 making of a consolidated return shall b considered as suoh

17 consent. In the ease of a corporation which s a member

18 of the affiliated group for a fractional part, of the year the

19- 0cnsolidated xeturn shall include the income of suchcorpora.
20 tion for, such part of the year as jt is a member of the

21. affiliated .grotqP .

22, (b) RB uLATioz;--The.- Commisioner,. wiM the

2a approval of the, Secretary, shall prescribe such regulations as

24 he may deem necessary in order that the tax liability of an

25 affiliated group of corporations making a consolidated return



'". ,i: ofoath c rati in the groMp, both[ duri &n, aftkr

-2 ;h6!,period of affiliation, may be determined; -computed,

81 ratwied ' olleoteid and udtd' in! such, mnaiet as clea*

4, to reflect the incme andrto pr6*ent-avoidauee oftax iabiltW.

!rl:(c) "CIOWUQATioN AND PAYMENoT .TAx."-4viaiiv
' cse hi which aoons-lidatedrurn is,made the tks'hall be

7 determined emputed, assessed, collected, and adjusted in
:acordance ith the regulations under subsection (b) pft-

59 wSibed prior to the date on which such return, is mad&

10 .0*; Exeept that there shall be added to the rate of tti

11 prescribed by sections 13(a), 201(b), and 204(a), a rdtk

12, ofl i per cenim,. and onlj one specific credit, computed 's

IS!, provided in section 2 (b),' shall be allowed in computing

14' the tax.

15 (d) DEFINITION oF "AFInLum fioUir ".-As

16 used. in this section an "affiliated group" means one or more

h7' hiWNs of corporatiofs, connected through stock ownership

1$ with a common parent corporation if- .

(1), At lout 95 per cent=n of thettok, of eabh

201 of the. erporations (except the commo, parent oor-

21 poration) is owned directly by one or mnr 'flke othei

22, corporadons; and

2( 2) a Thcommon parentcerpomton owns dkectly

2*,,.-, at, least; 95 per centum of the stock of at feawsen O of the

25,. other, corporations.



1 As used in this subsection the term "stock" does nottindude

2 nonvoting stock which is limited and preforredas to dividends.

8 (e) A consolidated return shall be made only for the

4 domestic corporations within the affiliated group.,I An insqr-

5 ance company subject to the tax imposed by section 201

6 or 204 shall not be included in the same consolidated retain

7 with a corporation subject to the'tax imposed by section -8

8 13, and an insurance company subject to the tax imposed by

.9 secion 201 shall not be included in the same ,oneolidted

10 return with an insurance company subject to the tax imposed

11 by section 204.

12 (f). CHINA TuADE AOT CORPOBATIONS.---A .cor.

18 poration organizd under the China Trade Act, 1922, M

14 not be deemed to be affiliated with any other corporation

15 within the meaning of this section,

16 (g) ConIoRATIoNs DmnwiVnG INooME FwOM PFosn

17 SaoIs oF UN i STATmS.-For the purposes of this section

18 a corporation entitled to the benefits -of section 251, by

19 reason of receiving a large percentage of its income from

20 possessions, of the Up ited States, shall be treated as a foreign

21: corporation.

22 (h) Sum iAsY FoRMED To CommY wim Fom "N

2s $~w.-In the case of a domestic corporation owning or con.

241, trolling, directly or indirectly, 100 per centum of the capital

25 stock (exclusive of directors' qualifying shares) of a eorpo,



L nation organized under the laws of a contiguous foreign

2 country and maintained solely for the purpose of complying

3 with the laws of such country as to title and operation ;of

4 property, such foreign corporation roay, at the .option of the

0 domestic corporation, be treated for the purpose of this title

6 as a domestic corporation.

*. (i) SusPwmIOzIr oP RuwNNN o, STATUTE OF Li-

8 TATIONS.-If a notice under, section 272 (a) in respect of.a

9 deficiency for any taxable year, is mailed to a corporation,

10 the suspension of the running of the statute of limitations

11 provided in section 277, shall apply in the case of corpora;

12 tions with which such corporation made A conolidated return

13 for such taxable year.

14 (j) ALLOOATION OF IqcOME AN Dm)uoTions.--

15 1 ]or allocation of income and deductions of related trades or

16 businesses, see section 45.

18 Wx UM 13 =1 GOI
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210i~ (ept aieceiver appointed by authority of law in lossp-

22 a ion(*f part only~of fie pioperty of an, individual), shalI make
11 deir, Qa, fa returnor any of the folloWing individuals,

24'0 ves , eruts forf'whih he a4, stating specifically the
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1 items of gross income thereof and the deductions and -mredits

2 allowed under this title-

8 (1) Every individual having a net income for the

4 taxable year of $$1,000 or over, if single, or if

6 married and not living with husband or wife;

6 (2) Every individual having a net income for the

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

8 living with husband or wife;

9 (3) Every individual having a gross income for

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

11 amount of his net income;

12 (4) Every estate or trust the net income of which

18 for the taxable year is $1,000 or over;

14 (5) Every estate or trust the gross income of

15 which for the taxable year is $5,000 or over, regardless

16 of the amount of the net income; and

17 (6) Every estate or trust of which any beneficiary

18 is a nonresident alien.

19 (b) JOINT FwuoIuxms-Under such regulations as

20 the Commissioner with the approval of the Secretary may

21 prescribe a return made by one of two or more joint fidu-

22 ciaries and filed in the office of the collector of the district

23 where such fiduciary resides shall be sufficient compliance

24 with the above requirement. Such fiduciary shall make

25 oath (1) that he has sufficient knowledge of the afairs of
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1 the individual, estate or trust for which the return is made,

2 to emible1 him to make the return, and (2) that the return

8 is, to the best of his knowledge and belief, true and correct.

4 (o) LAw APPLIcABLE To FuoIrIs.--Any fidu-

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

6 subject to all the provisions of law which apply to individuals.

7 SEC.'444'143 WITHHOLDING OF TAX AT SOURCE.

8 (a) TAx-FRFA COVENANT BoNDSo -

9 (;1) REQUIREMENT OF. WITEMOLING.-In any

10 case where bonds, mortgages, or deeds of trust, or

11 other similar obligations of a corporation contain a con-

12 . tract or provision by which the obligor agrees to pay

18 any portion of the tax imposed by this title upon the

14 obligee, or to reimburse the obligee for any portion

15 of the tax, or to pay the interest 'without deduction

10 for any tax which the obligor may be required or per-

17 mitted to pay thereon, or to retain therefrom under any

18 law of the United States, the obligor shall deduct and

19 ' withhold a tax equal to 2 per centum of the interest

20 -upon' such bonds, mortgages, deeds of trust, or other

21 i, obfigjations, whether such interest is payable annually

22 or at shorter or longer periods, if payable to an indi-

23 vidual, a partnership, or a foreign corporation not

24 -engaged in trade or business within the United States

25, , .... and: not having any office or place of business therein:



1)8

1 Povded Tatif the liability iaMW by t~e

2 obligor does not exceed 2 per' ,ent f th , itere~t,

3 then the deduotionandwthholdig " k t ae

4 Of he e tOis Of W "Fe ,at IN lfoowing rate#:
.6 r1A) 6 fw -en 7 por- entum in ,he.pase ,of ,a non-

resident .alien individual, .or. o auy tpa tnerhip not

7 engaged in trade or. business within! the VUzite4itatvs

8 and not having any office or place of bupiqess thereka

9 'and composed in whole or in pat of presidentt aliens,

to . (B) 4p 1w eeamit 13J per, oentuin .thecase of suoh

11,,i :,foreignioorporation, and (0).2-porpentain the caso

12,. -of other, individuals and paxtners)P# Pvided fw t

18 ther, That if the owners of suchQbllgtio i are not

14i known ,,tothe -withholdiug :agent t Vownissioner

15' may, authorize such ded.otion qod wtthholdiug to be at

16.1 : thex iteof 2 per centumior,,f1 the Wialbity assumed by

17! the ;obligor does not wxeed 2 per cqnWtuqfthe interest,

181; thenat therateof ... ,a.t" 7 por. omtm.

.19 (2 BN F OF qmlDT AG 4%&VAT NET Ilf-r

20, ,ooM,,-Such deducton and ihl4lhlg tall not be

21. reqwr"ed in the ose of a, citizen or xqraAt entitled to

22 receive suih interest, it he files with the withholding

23, ' agent on orbefore Fohruary. I g sIgti notice in

24- ,writing laiming the benelh of.4h-W, or .W provided in

25 ,,.etion 25 (o) - nd, (d) ;,nor,in thesof 4nonresideat



1 alien individual if so provided for in regulations pge-

2 scribed by the Commissioner under section 215. 14

4 "(ueie &Wwthlin.hl.e tteme o 4

5' pff te ft d ofat the me i of2 peff eetum i *

6 the we f a e ored i to meeive oath

7 intees if he files wih he witldig agent ea e

8 iatee*in &hie

weeme ia e~ees of the efedite gieie iee

10 .... :ed in seetien " &w fte4 emeed

11 -4) (3) INCOME OF OBLIGOR AND OLIME,-The

12 obligor shall not be allowed a deduction for the pay-

18 ment of the tax imposed by this tile, or any other tax

14 paid pursuant to the tax-free covenant clause, nor shall

15:, such tax be included in the gross income of the oblige.

16, (b) NON SWENT ALIENS.-AII persons, in what-

17 ever: capacity, acting, including lessees or mortgagors of

18 real or personal property, fiduciaries, employers; and all

19,, officers and employees of the United States, having the con-

20 trol, receipt, custody, disposal, or payment 6f interest (ex-

21 cept interest on deposits with persons carrying on the

22.-, banking business paid to persons not engaged in business in

23 the United States and not having an office or place pf busi-

24.: nes thervn), rent, salaries, wages, premiums, annuities,

2i %O ie~at ions, ,remujerations, emoluments, or other fixed

H. R. 10236--9
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1 or deterninabie annual or periodical gains, profits, afd

2 income, of any nonresident alien individual, or of aay

3 partnership not engaged in trade or business within the

4 United States and liot having any office or place of business

5 therein and composed in whole or in part of nonresident

6 aliens (other than income received as dividends of the

7 . class allowed as a credit by section 25 (a)), shall (except

8 in the cases provided for in subsection (a) of this section

9 and except as otherwise provided in regulations prescribed

10 by the Commissioner under section 215) deduct and with-

11 hold from such annual or periodical gains, profits, and income

' 12 a tax equal to 6 pe eekmt 7 per centum thereof: Provided,

13- That the Commissioner may authorize sudh tax to ;bb

14 deducted and withheld from the interest upon any securities

15 the owners of which are not known to the withholding

16 agent: Provided further, That the provisions of this subsection

17 'with respect to the deduction and withholding in the case of

-i8 dividends shall take effect on and-after the thirtieth day after

19 the enactment of, this Act, and shall be applicable' without
20 regard to the gross income of the corporation paying the

21 dividend.

22. (c) R URN AND PAYMENT.-Every person required

23' to deduct and withhold any tax under this sectiore shall

24 make return thereof on or before March 15 of each year

25 and shall on or before June 15, in lieu of the time prescribed



1 in section 56, pay the tax to the official of the United States

2, Government authorized to receive it. Every such person

3 is hereby made liable for such tax and is hereby indenmified

4 against the claims and demands of any person for the

5 amount of any payments made in accordance with the

6 provisions of this section.

7 (d) INCOME OF RECIIIENT.-Income upon which

8 any tax is required to be withheld at the source under this

9, section shall be included in the return of the recipient of such

10 income, but any amount of tax so withheld shall be credited

11 against the amount of income tax as computed in such return.

12 , (e) TAX PAID BY RECIPIENT.-If any tax required

l;3 under this section to be deducted and withheld is paid by

14 the recipient of the income, it shall not be re-collected from

15, the withholding agent; nor in cases in which the tax is so

C paid shall any penalty be imposed upon or collected from

17 the recipient of the income or the withholding agent for

18,1 aijgo to return ,or pay the same, unless such faiure was

19 fraudqlent and for the. purpose of evading,.payment.

20 (f) REFUNDS AND CREDITS.-Where there has been

21 an overpayment of tax under, this section any refund or

22 credit made under the provisions of section 322 shall be

23 made to the withholding agent unless the amount of such

24 tax was actually withheld by the withholding agent.
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(g) Notiwithstanding the provision f o subsections (4)

2 and (b), the deduction and withholding for any period pribr

8 to the date of the enactriet of this Act shall be at the rats

4 of 12 per centum and 5 per centum in lieu of the rates of 131

5 per centum and 7 per centum prescribed in such subsections.

6 SEC. 145 144. PAYMENT OF CORPORATION INCOME TAX AT

7 SOURCE.

8 In the case of foreign corporations subject to taxation

9 under this title not engaged in trade or business within the

10 United States and not having any office or place of business

11 therein, there shall be deducted and withheld at the source

12 in the same manner and upon the same items of income as

13 is provided in section 444 143 a tax equal to -44 pe eeiattmf

14 12 per centum thereof in respect of all payments of income

15 made before the enactment of this Act, and equal to 4- pe

16 eeMim 13j per centum thereof in respect of all payments of

17 income made after the enactment of this Act; and such tiix

18 shall be returned and paid in the same manner and subject

19 to the same conditions as provided in that section: Provided,

20 That in the case of interest described in subsection (a) of

21 that section (relating to tax-free covenant bonds) the deduc-

22 tion and withholding shall be 'at the rate specified in

23 such subsection.'-'
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1 "81 4" Ja. ?ENALTIE8. '

2. (a) Any person required under this title to pay any

3 tax, or required by law or regulations made under authority

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

5 information, for the purposes of the computation, assessment,

" or oollection of any tax imposed by'this title, who willfully

7 falls to pay such tax, make such return, keep such records,

8 or supply such information, at the tive or times required by

9 law or regulations, shall, in addition to other penalties pro-

16 vided by law, be guilty of a misdemeanor and, upon convic-

11 tion thereof, be fined not more than $10,000, or imprisoned

12 for not more than one year, or both, together with the costs

13 of prosecution.

14 t:0 (b) Any person required under this title to collect,

1.5 amount for, and pay over any tax imposed by this title, who

'16 w'lWly fails to collect or truthfully account for and pay

17 over, such tax, and any person who willfully attempts in

18- any manner to evade or defeat any tax imposed by this title

19 or the payment thereof, shall, in addition to other penalties

20 provided by law, be guilty of a felony and, upon onviction

21 th~iof, be fined not more than $10,000, or imprisoned for

22 Aot more than five years, or both, together with the costs of

I. !



(c) The term "person "as used ini this section includes

2; an officer or employee of a corporation or a member or em-

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

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

.5 ,which the violation occurs.

.6 SEC. 141. 146. CL68ING BY COMMISSIONER OF' TAXABLe]

T, : , 1', ) -YEAR.

8 (a) TAX IN JEOPAiD.-If the Commissioner finds

9, that a taxpayer designs quickly to depart from the United
10 States or to remove his property therefrom, or to conceal

11 himself or his property therein, or to do any other act tending

12 to prejudice or to render wholly or partly ineffectual prd-

13 ceedings to collect the tax for the taxable year then last pait

, 14- or the taxable year then current unless such proceedings'be

,.15 brought without delay, the Commissi6ner shall declare the

-16 taxable period for such taxpayer immediately ternmiiated and

17 shall cause notice of such finding and declaration to be given

1R the taxpayerr,: together with* a demand for immediate pay-
_o,191 nent,0f the tax, fo, the: taxable period so declared& irnnatfd

20.,; ,ud of he .tax: for the preceding. taxableyea 'or s ,mUchl f

• r01 F,,,$uch tax. as is unpaid, Whether or not the, tim.; otherwise

,2). y !aw for. tiling return, and payingf the tx has

23 expired; and such taxes shall thereupon beconie immediately

24 due and payable. In any proceeding in court brought to

25 enforce payment of taxes made due and payable by virtue of



I the pro no of this section the finding of the Comissioner,

2 made as herein provided, whether made after noticeto tho

1 taxpayer or-not, shall be for all purposes presumptive evi-

4 dence of the taxpayer's design.

(b) SwouRITJ FOB PA YMNT.-A taxpayer -who.- is

6 $not in default in making any return or paying income, war-

7 profits, or excess-profits tax under any Act of Congress may

8 .furnish to the United States, under regulations to be pre-

9 scribed by the Commissioner, with the approval of the Secre-

10. tary, security approved by the Commissioner that he will

11 duly make the return next thereafter required to be filed and

12 pay the tax next thereafter required to be paid. The Com-

13 missioner may approve and accept in like manner security

'14 for return and payment of taxes made due and payable by

15 virtue of the provisions of this section, provided the taxpayer

16 has paid in full all other income, war-profits, or excess-profits

17 taxes due from him under any Act of Congress.

18 (C) SAME--EXEMPTION FROM SEOTION.-If security

19 is approved and accepted pursuant.to the provisions of this

-20 Akpectiqn. and such further. or other security. with respect; to

21 the tax or taxes covered thereby is given as the Commis-

i22 signer shall from time to time find necessary and require,

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

2t!4.:ceuP under the provisions of this section prior to the
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1 'expiration .Of the time otherwise allowed for paying such

2 respetive taxes.

(d) QiTLn Bas,,-In the case of a citizen of. the United

4 States or of a possession of the United States about to'depart

5 from the United .States, the Commissioner may, at his dis-

6 cretion, waive any or all of the requirfinents placed on the

7 taxpayer by -this section, j

8 (e) D)PARTulw OF ALIHN.-No alien shall depart

9 from the United States unless he first procures from the

10 collector or agent in charge a certificate that he has complied

11 with all the obligations imposed upon him by the income,

12 war-profits, and excess-profits tax laws.f (f) ADDITioN TO TAx.--lf a taxpayer violates or

14 attempts to violate this section there shalJ, in addition to all

15 other penalties, be added as part of the tax 25 per centum

16 of the total amount -of the tax or deficiency in ,the tax,

17 together with interest at the rate of: 1 per centum a. month

18 from the time the tax became due.

.19 SC. 4 147. INFORMATION AT SOURCE. "

.20, (a) PAYMENS OF 1,000 OR MOR&-All per-

21 sons, in whatever capacity acting, including lessees or

22 mortgagors of real or personal property; fiduciaries, and

231 employers, making payment to another person, of, interest,

24 rent, salaries,, wages, premiums, annuieso;, compentatioU8,

25 remunerations, emolmunents, or other fixed or determinable
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1 gains, profits, and income (other than payments described

2 in section 'AllIe- 148(a) or 4* 149), of $1,000

.3 or more in any taxable year, or, in the case of such

4 payments made by the United States, the officers or

5 employees of the United States having information as

6 to such payments and required to '7nake returns in ir-

7 gard thereto by the regulations hereinafter provided for,

8 shall render a true and accumte return to the Commis-

9 sioner, under such regulations and in such form and manner

10 and to such extent as may be prescribed by him with the

11 approval of the Secretary, setting forth the amount of sueh

12 gains, profits, and income, and the name and address of the

13 relpient of such payment.

14 (b) TURNSS REGARDLESS OF AMOUNT OF :PAY-

15 Nre.- -Such returns may be required, regardless of

16 amounts, (1) in the case of payments of interest upon bonds,

17 mortgages, deeds of trust, or other similar obligations of cor-

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

19 payable in the United States) of interest upon the bonds of

20 foreign countries and interest upon the bonds of and divi

21 dends from foreign corporations by persons undertaking as a

22 matter of business or for profit the collection of foreign pay-

23 ments of such interest or dividends by means of coupons,

24 checks, or bills-of exchange.
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S1 ' (c) RECIPIENT TO FURNISH NAi AND ADDBM.+-

2 When necessary to make effective the provisions of this sec-

:'8. tion the name and address of the recipient of income shnll

4 be furnished upon demand of the person paying the income.

5 - (d) 'OBLIGATIONS OF UNITED STATES. -The provi-

6 sions of this 'section shall not apply to the payment of in-

.7 terest on obligations of the United States.

S' SEC. 4 148. INFORMATION BY CORPORATIONS.

,9 (a) DIVIDEND PAYMENTS.-Every corporation sub-

10 jeot to the tax imposed by this title shall, when required by

11 the Commissioner, render a .correct return, duly verified

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

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

14 ,by him, and the amount of dividends paid to him.

15 (b) PROFITS OF TAXABLE YE&I DELA AS DAvi-

16, DENPs.--,iThere shall be included in the return or appended

17 thereto a statement of such facts as will enable the Commis-

18 sioner to determine the portion of the earnings or profits of

19 th4e c rporation_ (including gains, p fitS, and. icoe noLt

20 4.ted), accumulated during the taxable yeg, for W4ioh the

21 rqturn is made, which have been distributed or ordered to

22: 4e diributed, respectively, to its Otareholder drig such

23 year.

24 (c) ACoUMULATED (UIS AND PR0F1.13T-TWhe

25 requested by the Commissioner, or any collector, every
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1 corporation shall forward to him a correct statement of

2 accumulated gains and profits and the names and addresses

8 of the individuals or shareholders who would be entitled to

4 the same if divided or distributed, nndi of the amounts that

5 would be payable to each.

6 SEC. 40149. RETURNS OF BROKERS.

.7 Every person doing business as a broker shall, when

8 required by the Commissioner, render a correct return duly

9 verified under oath, under such rtles and regulations as the

10 Commissioner, with the approval of the Secretary, may

11 prescribe, showing the names of customers for, whom such

12 person has transacted any business, with such details as, to

13 the profits, losses, or other information which the Com-

14 missioner may require, as to each of such customers, as will

15 enable the Commissioner to determine whether all income

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

17- SEC. MI 150. COLLECTION OF FOREIGN ITEMS.

18 . All persons undertaking as a matter of business or for

19 profit the collection of foreign payments of interest or divi-

20 dends by means of coupons, checks, or bills of exchange

21 shall obtain a license from the Commissioner and shall be

22 subject to such regulations enabling the Government to

23 obtain the information required under this title as the Com-

24 missioner, with the approval of the Secretary, shall pre-

25 scribe; and whoever, knowingly undertakes to collect such
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1 payments without having obtained a license therefor, or

2 without complying with such regulations, shall be guilty

3 of a misdemeanor and shall be fined not more than $5,000

4 or imprisoned for not more than one year, or both.

5 Supplement E-Estates and Trusts

6 SEC. 161. IMPOSMION OF TAX.

7 (a) APPLICATION OF TAx.-The taxes imposed by

8 this title upon individuals shall apply to the income. of

9 estates or of any kind of property held in trust, including-,--

10 (1) Income accumulated in trust for the benefit

11 of unborn or unascertained persons or persons with con-

12 tingent interests, and income accumulated or held for

13 future distribution under the terms of the will or trust;

14 (2) Income which is to be distributed currently

15 by the fiduciary to the beneficiaries, and income col-

16 lected by a guardian of an infant which is to be held

17 or distributed as the court may direct;
18 (3) Income received by estates of deceased per-

19 sons during the period of administration or settlement

20 of the estate; and

21 (4) Income which, in &e discretion of the fidu-

22 ciary, may be either distributed to the beneficiaries or

23 accumulated.

24 (b) COMPUTATION AND PAYMBNT.-The tax shall

25 be computed upon the net income of the estate or trust, and
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1 shall be paid by the fiduciary, except as provided in see-

2 tion 166 (relating to revocable trusts) and section 167

$ (relating to income for benefit of the grantor). For return

4 made by beneficiary, see section 446 142.

5 SEC. 162. NET INCOME.

6 The net income of the estate or trust shall be computed

7 in the same manner and on the same basis as in the cae of

8 an individual, except that-

9 (a) There shall be allowed as a deduction (in lieu of

10 the deduction for charitable, etc., contributions authorized by

11 section 23 (n)) any part of the gross income, without lirnita-

12 tion, which pursuant to the terms of the will or deed creating

13 the trust, is during the taxable year paid or permanently

14 set aside for the purposes and in the manner specified in

I5 section 28 (n), or is to be used exclusively for religious,

16 charitable, scientific, literary, or educationrd purposes, or

17 for the prevention of cruelty to children or animals, or for

18 the establishment, acquisition, maintenance, or operation of

19 a public cemetery not operated for profit;

20 (b) There shall be allowed as an additional deduction

21 in computing the net income of the estate or tmst the amount

22 of the income of the estate or trust for its taxable year which

28 fis to be distributed currently by the fiduciary to the bene-

24 ficiaries, and the amount of the income collected by a guard-

25 ian of an infant which is to be held or distributed as the
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1 court may direct, but the amount so allowed as a deduction

2 shall be included in computing the net income of the benw-

3 ficiaries whether distributed to them or not. Any amount

4 allowed as a deduction under this paragraph shall not be

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

6 in the same or any succeeding taxable year;

7 (c) In the case of income received by estates of deceased

8 persons during the period of administration or settlement of

9 the estate, and in the case of income which, in the discre-

10 tion of the fiduciary, may be either distributed to the bene-

11 ficiary or accumulated, there shall be allowed as an addi-

12 tional deduction in computing the net income of the estate

13 or trust the amount of the income of the estate or trust for

14 its taxable year which is properly paid or credited during

15 such year to any legatee, heir, or beneficiary, but the amount

16 so allowed as a deduction shall be included in computing

1q, the net income of the legatee, heir, or beneficiary.

18 SEC 168. CREDITS AGAINST NET INCOME.

19 (a) CRITS OF ESTATE OR TRUST.-For the pur-

20 pose of the normal tax the estate or trust shall be allowed

21 the same personal exemption as is allowed to a single person

22 under section 25 (c), and, if no part of the income of the

23 estate or trust is included in computing the net income of

24 any legatee, heir, or beneficiary, then in addition the same
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1" credits 'against net income for dividends and interest as tire

2. allowed by section 25 (a) and (b).

3 (b) CREDITS OF BENEFICIAuY.-If any part of the

4 income of an estate or trust is included in computing the

5: net income of any legatee, heir, or beneficiary, such legatee,

6 heir, or beneficiary shall, for the purpose of the normal tax,

7 be allowed as credits against net income, in addition to the

8 'credits allowed to him under section 25, 'his proportionate

9 share of such amounts of dividends and interest specified: in

:10 section 25 (a) and (b) as are, under this Supplement,

11 required to be included in computing his net income., Any

.12. remaining portion of such amounts specified in section 25 (a)

13 and (b) shall, for the purpose of the normal tax, be allowed

14 as credits to the estate or trust.... ; . . ,*_, ;.

16 SsMC.. DIFFERENT TAXABLE YEARS.

16 If the taxable year, of a beneficiary is different froma

17 that of the estate or trust, the amount .vhich he is required,

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

19 income,* shall be based upon the income of the estate or trust

20 for 'any taxable year of the estate or trust ending within 14s

21 taxable'year.

22[- 8 166. EM ,OYEES' TRUSTS.

43,;us' trut-,reated by an employer as apart ofa stok

24 bonus, pension, or profit-sharing plan for the exclusive
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1 benefit of some or all of his employees, to which contribu-

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

3 for the purpose of distributing to such employees the earn-

4 ings and principal of the fund accumulated by the trust in

5 accordance with such plan, shall not be taxable under section

6 161, but the amount contributed to such fund by the

7 employer and all earnings of such fund shall be taxed to the

8 distributee in the year in which distributed or made available

9 to him. Such distributees shall for the purpose of the norma!

10 tax be allowed as credits against net income such part of

11 the amount so distributed or made available as represents

12 the items of dividends and interest specified in section

13 25(a) and (b).

14 SEC. 166. REVOCABLE TRUSTS.

15 Where the grantor of a trust has, at any time during

16 the taxable year, eithe alf e e iff wAn ith

i7 pewn sta hen o the tt the power to revest in

l t himself title to any part of the corpus of the tmst, thee truwt

19 (if such power is vested in him either alone or in con ci n

20 with any person not having a substantial adverse interest in

21 the disposition of the part of the corpus in question), ten the

22 income of such part of the trust for such taxaik'ear shall

2, be included in computing the net Iwtkme of the grantor.
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1 SEC. 167. INCOME FOR BENEFIT OF GRANTOI

2 %e y p atof&eine f trwi4 ,]he

3 ' .. o the ge thetei e ie r or i ee*-

4 , , . wt.y pef not a be-"fie-:- othe tm , be.

5 bis buat the to & f epbe heWef oi..

6 fatwfe dihriatito OF hfe fee m

7 obtmt isoff Hy k to &-Of

8 upnO O&~

9 Of w e .- veeaty pev&bf tfd th e P
10 Md in the fmmn," eee ift sefien -U to

12 P~t of t e e ohi~ei neededd ia

13 te n iee me ofe ..

14 (a) Where any part of the income of a trust-

15 (1) is, or in the discretion of the grantor may be,

16 held or accumulated for future distribution to him; or

17 (2) may, in the discretion of the grantor, be dis-

18 tributed to him; or

19 (3) is, or in the discretion of the grantor may be,

20 applied to the payment of premiums upon policies of

21 insurance on the life of the grantor (except policies of

22 insurance irrevocably payable for the purposes and in

23 the manner, specified in section 23 (n), relating to the

24 so-called "charitable contribution" deduction);

H. R. 10236-10
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1 then such part of the income of the trust shall be included in

2 0mputing the net income of the grantor.

.3 . (b) As used in this section, the term "in the discretion

4 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 SEC. 168. CAPITAL NET GAINS AND LOSSES.

9 In the case of an estate or trust, or of a beneficiary of

10 an estate or trust, the proper part of each share of the net

11 income which consists, respectively, of ordinary net income,

12 capital net gain, or capital net loss, shall be determined under

18 rules and regulations to be prescribed by the Commissioner

14 with the approval of the Secretary, and shall be separately

15 shown in the return of the estate or trust, and shall be taxed

16. to the beneficiary or to the estate or trust as provided in this

17 Supplement, but at the rates and in the manner provided in

18 section 101 (a) and (b), relating to capital net gains and

19 losses.

20 SEC. 169. NET LOSSES.

21 The benefit of the special deduction for net losses

22 allowed by section 117 shall be allowed to an estate or trust

23 under regulations prescribed by the Commissioner with the

24 approval of the Secretary.
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1 SEC. 170. TAXES OF FOREIGN COUNTRIES AND POSSES.

2 SIONS OF UNITED STATES.

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

4 taxes imposed by foreign countries or possessions of the

5, United States shall be allowed as credit against the tax of

6 the beneficiary of an estate or trust to the extent provided

7 in section 131.

8 Supplement F-Partnerships

9 SEC. 18L PARTNERSHIP NOT TAXABLE.

10 IndividuaLh carrying on business in partnership shall be

11 liable for income tax only in their individual capacity.

12 SEC. 182. TAX OF PARTNERS.

13 (a) GBNnAL RuL.-There shall be included in com-

14 puting the net income of each partner his distributive share,

15 'whether distributed or not, of the net income of the partner-

1(- ship for the taxable year. If the taxable year of a partner

17 is different from that of the partnership, the amount so

18 included shall be based upon the income of the partnership

I' for any taxable year of the partnership ending within his

20 taxable year.

21 (b) PARTNERSHIP YFAR EMBRAOING CALENDAR

22 YfIARS WiTH DIFFERNT LAws.-If a fiscal year of a part-

23 nership begins in one calendar year and ends in another

24 calendar year, and the law applicable to the second calendar.,
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1 year is different from the law applicable to the first calendar

2 year, then

(1) the rates for the calendar year during which

4 such fiscal year begins shall apply to an amount of

5 each partner's share of such partnership net income

6 (determined under the law applicable to such calendar

7 year) equal to the proportion which the part of such

8 fiscal year falling within such calendar year bears to the

9 full fiscal year, and

10 (2) the rates for the calendar year during which

11 such fiscal year ends shall apply to an amount of each

12 partner's share of such partnership net income (deter-

1EI mined under the law applicable to such calendar year)

14 equal to the proportion which the part of such fiscal

15 year falling within such calendar year bears to the full

16 fiscal year.

17 In such cases the part of such income subject to the rates

1f in effect for the most recent calendar year shall be added to

19 the other income of the taxpayer subject to such rates and

20 the resulting amount shall be placed in the lower brackets

21 of the rate schedule applicable to such year, and the part

22 of such income subject to the rates in effect for the next

23 preceding calendar year shall be placed in the next higher

24 brackets of the rate schedule applicable to such year.
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1. SEC. 188. COMPUTATION OF PARTNERSHIP INCOME.

2 The net income of the partnership shall be computed

3 in the same manner and on the same basis as in the case

4 of an individual, except that the so-called "charitable con-

5 tribution" deduction provided in section 23 (n) shall not

6 be allowed.

7 SEC. 184. CREDITS AGAINST NET INCOME.

8 The partner shall, for the purpose of the normal tax,

9 be allowed as a credit against his 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) and (b) as are received by

13 the partnership.

14 SEC. 185. EARNED INCOME.

15 In the casu of the members of a partnership the proper

16 part of each share of the net income which consists of earned

17 income shall be determined under rules and regulations to be

18 prescribed by the Commissioner with the approval of the

19 Secretary and shall be separately shown in the return of the

20 partnership and shall be taxed to the member as provided

21 in this Supplement.,

22 SEC. 186. CAPITAL NET GAINS AND LOSSES.

.23 In the case of the members of a partnership the proper

24 part of each share of the net income which consists, respec-
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1 tively, of ordinary net income, capital net gain, or capital

2 net loss, shall be determined under rules and regulations to

3 be prescribed by. the Commissioner with the approval of the

4 Secretary, and shall be separately shown in the return of the

5 partnership and shall be taxed to the member as provided in

6 this Supplement, but at the rates and in the manner provided

7 in section 101 (a) and (b), relating to capital net gains and

8 losses.

9 SEC. 187. NET LOSSES.

10 The benefit of the special deduction for net losses

11 allowed by section 117 Phall be allowed to the members of a

12 partnership under regulations prescribed by the Commis-

13 sioner with the approval of the Secretary.

14 SEC. 188. TAXES OF FOREIGN COUNTRIES AND POSSES.

15 SIONS OF UNITED STATES.

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

17 taxes imposed by foreign countries or possessions of the

18 United States shall be allowed as a credit against the tax of

19 the member of a partnership to the-extent provided in sec-

20 tion 131.

21 SEC. 189. PARTNERSHIP RETURNS.

22 Every partnership shall make a return for each taxable

23 year, stating specifically the items of its gross income and

24 the deductions allowed by this title, and shall include in the

25 return the names and addresses of the individuals who would
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1 be entitled to share in the net income if distriLuted and the

2 amount of the distributive share of each individual. The

3 return shall be sworn to by any one of the partners.

4 Supplement G-Insurance Companies

r SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

6 (a). DEFINITION.-When used in this title the term

7 "life insurance company" means an insurance company

8 engaged in the business of issding life insurance and annuity

9 contracts (including contracts of combined life, health, and

10 accident insurance), the reserve funds of which held for

11 the fulfillent of such contracts comprise more than 50 per

12 centum of ita total reserve funds.

13 (b) RATE OF TAx.-In lieu of the tax imposed by sec-

14 tion 13, there shall be levied, collected, and paid for each

15 taxable year upon the net income of every life insurance corn-

16 pany a tax as follows:

17 (1) In the case of a domestic life insurance com-

18 pany, 4- pef eenk-. 13j per centum of its net income;

19 (2) In the case of a foreign life insurance com-

20 pany, 4-2 te eeatum 13j per centum of its net income

21 from sources within the United States.

22 SEC. 202. GROSS INCOME OF LIFE INSURANCE COMPANIES.

23 (a) In the case of a life insurance company the term

24 "gross income" means the gross amount of income received

25 during the taxable year from interest, dividends, and rent.



1 (b) The term "reserve funds required by law" in-

2 cudes, in the case of assessment insurance, sums actually

3 deposited by any company or association with State or

4 Territorial officers pursuant to law as guaranty or reserve

5 funds, and any finds maintained under the charter or-articles

6 of incorporation oi the company or association exclusively

7 for the payment of claims arising under certificates of mem-

8 bership or policies issued upon the assessment plan and not

9 subject to any other use.

1( SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.

11 (a) (TNER RUL.-In the case of a life insurance

12 company the term "net income" means the gross income

13., less--

14 (1) TAX-FE iNTERmT.-The amount of in-

15 terest received during the taxable year which under

16 section 22 (b) is exempt from t:a'in ead' the taxes

17 imposed b this title;

18 (2) RESERVE FUNDS--An amount equal to the

19 eqeess if &fty' e:Ver heedei peifie :AA*A=

20 of iwhI Qetii of 4 fe eentum 3j per centum
21 of the moan of the reserve funds required by law and

22 held at the beginning and end of the taxable year, plus

23 (in case of life insurance companies issuing policies

24 covering life, health, and accident insurance combined

25 in one policy issued on the weekly premium payment
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1 plan, continuing for life and not subject to cancellation)

2 4 peeet, 3j per centum of the mean of such re-

8 serve funds (not required by law) held at the begin-

4 ning and end of the taxable year, as the Commissioner

5 finds to be necessary for the protection of the holders

6 of such policies only;

7 (3) DMIvmNDS.-The amount received as divi-

8 dends (A) from a domestic corporation ethets whclh

9 is subject to taxation under this title, -other than a

10 corporation entitled to the benefits of section 251, and

11 other than a corporation organized under the China

12 Trade Act, 1922, or (B) from any foreign corporation

13 when it is shown to the satisition of the Commis-

14 sioner that more than 50 per centuin of the gross income

1.5 of such foreign corporation for the three-year period

16 ending with the close of its taxable year preceding the

17 declaration of such dividends (or for such part of such

18 period as the foreign corporation has been in existence)

19 was derived from sources within the United States as

20 determined under section 119;

21 (4) RESEVE FoR DIVmENDS.--An amount

22 equal to 2 per centum of any sums held at the end of
S

23 the taxable year as a reserve for dividends (other than

24 dividends payable during the year following the taxable

g5 * year) the payment of which is defeated for a period
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1 of not less than five years from the date of the policy

2 contract;

(5) INVESTMENT ExPENs.-Investment ex-

4 penses paid during tile taxable year: Provided, That

5 if any general expenses are in part, assigned to or

6 included in the investment expenses, the total deduc-

7 tion under this paragraph shalU not exceed one-fourth

8 of 1 per centum of the book value of the mean of the

9 invested assets held at the beginiing and end of the

10 taxable year;

11 (6) REAL ESTATE EXPENSs.--Taxes and other

I A# expenses paid during the taxable year exclusively upon

13 or with respect to the real estate owned by the com-

14 pany, not including taxes assessed against local benefits

15 of a kind tending to increase the value of the property

16 assessed, and not including any amount paid out for

17 new buildings, or for permanent improvements or

18 betterments made to increase the value of any prop-

erty. The deduction allowed by this paragraph shall

20 be allowed in the case of taxes imposed upon a share-

21 holder of a company upon his interest as shareholder,

22 which are paid by the company without reimbursement

23 from the shareholder, but in such cases no deduction

24 shall be allowed the shareholder for the amount of

25, such taxes;
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1 (7) DEcLTIo.-A reasonable allowance

2 for the exhaustion, wear and tear of property, including

8 a reasonable allowance for obsolescence;

4 (8) INTlEuT.-All interest paid or accrued

5 within the taxable year on its indebtedness, except on

6 indebtedness incurred or continued to purchase or carry

7 obligations or securities (other than obligations of the

8 United States issued after September 24, 1917, and

9 originally subscribed for by the taxpayer) the interest

10 upon which is wholly exempt from taxation under th

11 title; and

12 (9) SPEIFIC EXEMPTioN.-In the case of a do-

13 mestic life instaance company, the net income of which

14 (computed without the bhtnefit of this paragraph) is

15 6 $10,000 or less, the sum of & $1,000;

16 but if the net income is more than # $10,000

17 the tax imposed by section 201 shall not exceed the

18 tax which would be payable if the 0 $1,000

19 credit were allowed, plus the amount of the net income

20 in excess of $ $10,000.

21 (b) RENTAL VALUE OF REAL ESTATH.-No deduc-

22 tion shall be made under subsection (a) (6) and (7) of

23 this ston on account of any real estate owned and occupied

24 in whole or in part by a life insurance company unless there

25 is included in the return of gross income ti rental vah
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of the space so occupied. Such rental value shall be not

less than a sum which in addition to any rents received from

other tenants shall provide a net income (after deducting

taxes, depreciation, and all other expenses) at the rate of

4 per centum per annum of the book value at the end of the

taxable year of the real estate so owned or occupied.

(c) FoRiGN LiFE INSUwANCE ComeAms.-In the

case of a foreign life insurance company the amount of its

net income for any taxable year from sources within the

United States shall be the same proportion of its net income

for the taxable year from sources within and without the

United States, which the reserve funds required by law

and held by it at the end of the taxable year upon business

tmansacted within the United States is of the reserve funds

held by it at the end of the taxable year upon all business

SEC. 20L INSURANCE COMPANIES OTHER THAN UFE OR

MUTUAL

(a) IOx &1oN or TA.-In lieu of the tax imposed

by section 13 of this title, there shall be levied, collected,

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

insurance company (other than a life or mutual insurance

company) a tax as follows:

(1) In the case of such a domestic insurance com-

pany, 4-2 pe eeotem 131 per ceadum of its net income;

i

f
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1 (2) In the case of such a foreign insurance com-

2 pany, 42 pe" eeetim 13+ per centum of its net income

3 from sources within the United States.

4 (b) DEFI TioN oF INCoE, E.-In the case of

5 an insurance company subject to the tax imposed by this

6 section-

7 (1) GROeS IOOM.-" Gross income" means

8 the sum of (A) the combined gross amount earned

9 during the taxable year, from investment income and

10 from underwriting income as provided in this subsec-

11 tion, computed on the basis of the underwriting and

12 investment exhibit of the annual statement approved

13 by the National Convention of Insurance Commis-

14 sioners, and (B) gain during the taxable year from

15 the sale or other disposition of property;

16 (2) Nir INoOMB.-" Net income" means the

17 gross income as defined in paragraph (1) of this sub-

18 section less the deductions allowed by subsection (c)

19 of this section;

20 (3) INVETMENT NCOME.-" Investment in-

21 come" means the gross amount of income earned dur-

22 ing the taxable year from interest, dividends, and

2:3 rents, computed as follows:

24 To all interest, dividends and rents received dur-

25 ing the taxable year, add interest, dividends and rents
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due and accrued at the end of the taxable year, and

2 deduct all interest, dividends and rents due and accrued

3 at the end of the preceding taxable year;

4 (4) UNDiWRITING INOMB.-" Underwriting

5 income" means the premiums earned on insurance con-

6 tracts during the taxable year less losses incurred and

7 expenses incurred;

8 (5) Pumiuus FaNm).-" Premiums earned

9 on insurance contracts during the taxable year" means

10 an amount computed as follows:

11 From the amount of gross premium written on

12 insurance contracts during the taxable year, deduct

13 return premiums and premiums paid for reinsurance.

14 To the result so obtained add unearned premiums on

15 outstanding business at the end of the preceding taxable

16 year and deduct unearned premiums on outstanding

17 business at the end of the taxable year;

18 (6) Imm o unoED.-" Imses incurred"

19 means losses incurred during the taxable year on insur-

20 ance contracts, computed as follows:

21 To losses paid during the taxable year, add salvage

22 and reinsurance recoverable outstanding at the end of

23 the preceding taxable year, and deduct salvage and

24 reinsurance recoverable outstanding at the end of the

25 taxable year. To the reslt so obtained add all unpaid
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1 losses outstanding at the end of the taxable year and

2 deduct unpaid losses outstanding at the end of the

3 preceding taxable year;

4 (7) EXPENSES INCURRED.-" Expenses in-

5 curred" means all expenses shown on the annual state-

6 ment approved by the National Convention of Insur-

7 ance Commis:ioners, and shall be computed as follows:

8 To all expenses paid during the taxable year add

9 expenses unpaid at the end of the taxable year and

10 deduct expenses unpaid at the end of the preceding

11 taxable year. For the purpose of computing the net

12 income subject to the tax imposed by this section there

13 shall be deducted from expenses incurred as defined in

14 this paragraph all expenses incurred which are not

15 allowed as deductions by subsection (c) of this section.

I C (c) DEDuCTIONS ALLOWED.-In computing the net

17 income of an insurance company subject to the tax imposed

Ie by this section there shall be allowed as deductions:

19 (1) All ordinary and necessary expenses incurred,

20 as provided in section 23 (a);

21 (2) All interest as provided in section 23 (b);

22 (3) Taxes as provided in section 23(c) ;

2:, (4) Losses incurred as defined in subsection

24 (b) (6) of this section;
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1 (5) Losses sustained during the taxable year

2 from the sale or other disposition of property;

3 (6) Bad debts in the nature of agency balances

4 and bills receivable ascertained to be worthless and

5 charged off within the taxable year;

6 (7) The amount received as dividends from cor-

7 portions as provided in section 23 (p) ;

8 (8) The amount of interest earned during the

9 taxable year which under section 22 (b) (4) is exempt

10 from sifdn -,de the taxes imposed by this tile,

11 and the amount of interest allowed as a credit under

12 section 26;

13 (9) A reasonable allowance for the exhaustion,

14 wear and tear of property, as provided in section

15 28 (k) ;

16 (10) In the case of such a domestic insurance

17 company, the net income of which (computed without

18 the benefit of this paragraph) is 2 $10,000 or

19 less, the sum of 8 9$1,000; but if the net income

20 is more than # $10,000 the tax imposed by

21 this section shall not exceed the tax which would be

22 payable if the $ $1,000 credit were allowed, plus

23 the amount of the net income in excess of

24 $10,000.
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1 (d) DwuoTIonS OF FonEIGN CORRA O .- In

2 the case of a foreign corporation the deductions allowed in

3 this section shall. be allowed to the extent provided in

4 Supplement I.

5 (e) DouBlE DnuoOTION.-Nothing in this section

6 shall be construed to permit the same item to be twice

7 deducted.

8 SEC. 20L NET LOSSES.

9 The benefit of the special deduction for net losses al-

10 lowed by section 117 shall be allowed to insurance com-

11 panics subject to the tax imposed by section 201 or 204,

12 under regulations prescribed by the Commissioner with the

13 approval of the Secretary.

14 SEC. 26 TAXES OF FOREIGN COUNTRIES AND POSSES.

15 SIONS OF UNITED STATES.

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

17 taxes imposed by foreign countries or possessions of the

18 United States shall be allowed as a credit against the tax

19 of a domestic insurance company subject to the tax imposed

201 by section 201 or 204, to the extent provided in the case

21 of a domestic corporation in section 131, and in such cases

22 "net income" as used in that section means the net income

23 as defined in this Supplement.

H. R. 10286- 11
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1 SEC. 207. COMPUTATION OF GROSS INCOME.

2 The gross income of insurance companies subject to

3 the tax imposed by section 201 or 204 shall not be deter-

4 mined in the manner provided in section 119.

5. SEC. 208 MUTUAL INSURANCE COMPANIES OTHER THAN

6 LIFE.

7 (a) APPLICATION OF TITLE.-Mutual insurance

8 companies, other than life insurance companies, shall be

9 taxable in the same manner as other corporations, except as

10 hereinafter provided in this section.

11 (b) GROSS INCOM.-Mutual marine insurance com-

12 panics shall include in gross income the gross premiums col-

13 lected and received by them less amounts paid for reinsur-

14 ance.

15 (c) DEDUCTIONS.-In addition to the deductions al-

16 lowed to corporations by section 23 the following deduo-

17 tions to insurance companies shall also be allowed, unless

is otherwise allowed-

19 (1) MUTUAL INSURANCE COMPANIES OTHER

20 THAN LIFE INSURANCE.-In the case of mutual

21 insurance companies other than life insurance com-

22 panies-

23 (A) the net addition required by law to be

24 made within the taxable year to reserve funds

25 (including in the case of assessment insurance



163

1 companies the actual deposit of sums with State

2 or Territorial officers pursuant to law as additions

3 to guarantee or reserve funds); and

4 (B) the sums other than dividends paid

5 within the taxable year on policy and annuity

6 contracts.

7 (2) MUTUAL MARINE INSURANCE COMPA-

8 NIES.-In the case of mutual marine insurance corn-

9 panies, in addition to the deductions allowed in pam-

10 graph (1) of this subsection, unless otherwise allowed,

11 amounts repaid to policyholders on account of pre-

12 miums previously paid by them, and interest paid

13 upon such amounts between the ascertainment and the

14 payment thereof;

15 (3) MUTUAL INSURANCE COMPANIES OTHER

16 THAN LIFE AND mARIN.-In the case of mutual

17 insurance companies (including interinsurers and recip-

18 rocal underwriters, but not including mutual life or

10 mutual marine insurance companies) requiring their

20 members to make premium deposits to provide for

21 losses and expenses, the amount of premium deposits

22 returned to their policyholders and the amount of pre-

23 mium deposits retained for the payment of losses,

24 expenses, and reinsurance reserves.
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1 Supplement H-Nonresident Alien Individuals

2 SEC. 211. NORMAL TAX.

3 (a) GENERAL RULE.-In the case of a nonresident

4 alien individual who is not a resident of a contiguous country,

5 the normal tax shall be ra pe* eeittm* 7 per centum of the

6 amount of the net income in excess of the credits against

7 net income allowed to such individual,

8 (b) ALIENS RESIDENT IN CONTIGUOUS COUN.

9 TRIES.-In the case of an alien individual resident in a con-

10 tiguous country, the normal tax shall be an amount equal to

11 the sum of the following: 2

12 (1) 44 pe* eentium 2 per cenum of the amount

13 by which the part of the net income attributable to

14 wages, salaries, professional fees, or other amounts

15 received as compensation for personal services actually

16 performed in the United States, exceeds the personal

17 exemption and credit for dependents; but the amount

18 taxable at such 44 per eentau 2 per centum rate shall

19 not exceed $4,000;

20 (2) 8 pw eentitin 4 per centum of the amount

21 by which such part of the net income exceeds the sum

22 of (A) the personal exemption and credit for depend-

23 ents, plus (B) $4,000, but the amount taxable at such

24 8 pe* ee"num 4 per centum rate shall not exceed

25 $4,000; and
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1 . (3) pe' eettu4 7 per centum of the amount of

2 thie not inome in excess of the sum of (A) the amount

3 taxed under paragraphs (1) and (2) of this subsec-

4 tion plus (B) the total credits against net income

5 allowed to such individual.

6 (c) IN LIEu OF NORMAL TAx UNDER SECTION 11.-

.7 The tax imposed by this section shall be in lieu of the normal

8 tax imposed by section 11.

9 SEC. 212. GROSS INCOME.

10 (a) GENRAL RuLE.-In the case of a nonresident

1t alien individual gross income includes only the gross income

12 from sources within the United States.

1z; (b) Sims UNDER FOREiGN FLAG.-The income of a

14 nonresident alien individual which consists exclusively of

15 earnings derived from the operation of a ship or ships docu-

16 rented under the laws of a foreign country which grants

17 an equivalent exemption to citizens of the United States and

18 to corporations organized in the United States, shall not be

19 included in gross income and shall be exempt from taxation

20 under this tide.

21 SC. 213. DEDUCTIONS.

22 (a)--!NiAI RULE.-In the case of a nonresident

23 alien individual the deductions shall be allowed only if

24 and to the extent that they are connected with income from

25 sources within the United States; and the proper apportion-
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1, ment and allocation of the deductions with respect to sources

2 of income within and without the United States shall be

8 determined as provided in section 119, under rules and

4 regulations prescribed by the Commissioner with the

5 approval of the Secretar.

6 (b) L s.-

7 (1) The deduction, for losses not connected with

8 the trade or business if incurred in transactions entered

9 into for profit, allowed by section 23 (e) (2) shall be

10 allowed whether or not connected with income from

11 •sourceg within the United States, but only if the profit,

12 if such transaction had resulted in a profit, would be

1. taxable under this title.

14 (2) The deduction for losses of property not con-

15 nected with the trade or business if arising from certain

16 casualties or theft, allowed by section 23(e) (3), shall

17 be allowed whether or not connected with income from

18 sources within the United States, but only if the loss

19 is of property within the United States.

20 (c) CARmiTABLE, ETC., COnTIIBUTION.-The

21. so-called "charitable contribution" deduction allowed by

22 section 23 (n) shall be allowed whether or not connected

23 with income from sources within the United States, but only

24 as to contributions or gifts made to domestic corporations,



1' dr to &immunity chests, funds, orfoundations, created in the

2 "Uiited Stateg,-or to the vocational rehabilitation fund.
3: s8C. 214 CR19)rsf AGAINST NETINCOME.

4 In the case of a nonresident alien individual the personal

5 exemption allowed by section 25 (c) of this title, shall be

6 only $ $1,000. The credit for dependents allowed by

7, section 25 (d) shall not be allowed in the case of a nonresident

8 alie individual unless he is 'a resident of a contiguous country.
V Thee ore e 'e-temgn by the AW of 6~e tam-

10 pqefso e IA dy oe tab eee~ep ati e w~e

11 of death hte rdle pfemxided mi tKeetieft J95 &e) 1 ,.1h1 be

12 L-

13' SE. 215 ALLOWANCE OF DEDUCTIONS AND CREDITS.

14"- (a) JE, N TO CONTAIN INFORMATION.--A non-

15 resident alien individual shall receive the benefit of the de-

16 ductions and credits allowed to him in this title only by filing

17 or causing to be filed with the collector a true !and accurate

18 returA of his total income received from all sources in the

19 United. States, in the manner prescribed in this title; includ-

20 ing therein all'the information which the Commissioner may

21 deem necessary for the calculation of such deductions and

22 credits.

23 :(b) TAX Wzkm D AT SouwO.-The benefit of

24 the personal exemption and credit for dependents, and of
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1 the reduced rate of tax provided for in section 211 (b),

2 may, in the discretion of the Commissioner and under rega-

3 lations prescribed by him with the approval of the Secretary,

4 be received by a nonresident alien individual entitled

5 thereto, by filing a claim therefor with the withholding

6 ageni.

7 SEC. 1 CREDITS AGAINST TAX.

8 A nonresident alien individual shall not be allowed the

9 credits against the tax for taxes of foreign countries and

10 possessions of the United States allowed by section 131.

11 S 217. RETURN.

12 In the case of a nonresident alien individual the return,

1.3 in lieu of the time prescribed in section 53(a) (1), shall be

14 made on or before the fifteenth day of the sixth month fol.

15 lowing the close of the fiscal year, or, if the return is made

16 on the basis of the calendar year, then on or before the fifteenth

17 day of June.

18 SEC. n& PAYMENT OF TAX.

19 (a) TIME OF PAYMET.-In the case of a nonresi-

20 dent alien individual the total amount of tax imposed by

21 this title shall be paid, in lieu of the time prescribed in

22 section 56(a), on the 15th day of June following the

23 dose of the calendar year, or, if the return should be made

24 on the babis of a fiscal year, then on the 15th day of

25 the sixth month following the close of the fiscal year.



I (b) WITUOINMO AT SoUsCL---For withholding

2 at sourm of tax on income of nonreident aliens, see soo-

3 tion -44 143.

4 Supplement I-Foreis Corporatlos

5 SEC. 1 GROS INCOME.

6 (a) Gvaiw-AL IRULE.-In the case of a foreign corpo-

7 ration jross income includes only the gross income from

8 sources within the United States.

9 (b) Smn UNm. FomuloN FLAG.-The income of a

10 foreign corporation, which consists exclusively of earnings

11 derived from the operation of a ship or ships documented

12 under the laws of a foreign country which grants an equiva-

13 lent exemption to citizens of the United States and to corpo-

14 rations organized in the United States, shall not be included

15 in gross income and shall be exempt from taxation under

16 this title.

17 SC. =L DEDUCTIONS

18 In the cse of a foreign corporation the deductions

19 shall be allowed only if and to the extent that they are

20 connected with income from forces within the United

21 States; and the proper apportionment and allocation of the

22 deductions with respect to sources within and without tie

23 United States shall be determined as provided in section

24 119, under rules and regulations prescribed by the Com-

25 missioner with the approved of the Secretary.
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SBBC M. ALLOWANCE OF DEDUCTIONS AND CREDIT.

2 A foreign corporation shall receive the benefit of the

3 deductions and credits allowed to it in this title only by

4 filing or causing to be filed with the collector a true and

5 accurate return of its total income received from all sources

6 in the United States, in the manner prescribed in this title,

7 including therein all the information which the Commis-

8 sioner may deem necessexy for the calculation of auch

9 deductions and credits.

10 8EC. 234 CREDITS AGAINST TAX.

11 Foreign corporations shall not be allowed the credits

12 agais the tax for taxes of foreign countries and possessions

13 of the United States allowed by section 131.

14 BC. 2L RETURNS.

15 In the case of a foreign corporation not having any U

16 office or place of business in the United States the return,

17 in lieu of the time prescribed in section 53 (a) (1), shall

18 be made on or before the fifteenth day of the sixth month

19 following the close of the fiscal year, or, if the return is

2G made on the basis of the calendar year then on or before

21 the fifteenth day of June. If any foreign corporation has

22 no office or place of business in the United States but has

23 an agent in the Uniteud States, the return shall be made by

24 the agent.
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I S3 UL PAYMENT OF TAX

2 (a) Tm op PAYMUT.--In the case of a foreign

3 corortion *ao havig any opdo or piace of bumiesm w ho

4 United States the total amount of tax imposed by this title

5 shall be paid, in lieu of the time prescribed in section 56 (a),

6 on the fifteenth day ef June following the close of the

7 calendar year, or, if the return should be made on the basis

8 of a fiscal year, then on the fifteenth day of the sixth month

9 following the lose of the fiscal year.

10 (b) WrrmiomwIo AT SouRcE.-For withholding at

11 source of tax on income of foreign corporations, see section

12 444143.

13 SI1M 37. FOREIGN INSURANCE COMPANIES.

14 For special provisions relating to foreign insurance

15 companies, see Supplement 0.

16 S 2s. AFFILIATION.

17 A foreign corporation shall not be deemed to be affili-

18 tod with any other corporation within the meaning of

19 section 141 or 44.

20 Sulewat J-PmUesios of the United States

21 SE . 2L INCOME FROM SOURCES WITHIN POSSESSIONS

22 OF UNITED STATES

23 (a) Orsnwi RULL-In the cue of citiZens of the

24 United States or domestic corporations, satisfyn the fol-
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1 lowing conditions, gross income means only gross income

2 from sources within the United State-

8 (1) Ii 80 per centum or more of the gross in-

4 come of such citizen or domestic corporation (com-

5 puted without the benefit of this section), for the

6 three-year period immediately preceding the close of

7 the taxable year (or for such part of such period

8 immediately preceding the close of such taxable year

9 as may be applicable) was derived from sources within

10 a possession of the United States; and

11 (2) If, in the case of such corporation, 50 per

12 centum or more of its gross income (computed with-

13 out the benefit of this section) for such period or such

14 part thereof was derived from the active conduct of

15 a trade or business within a possession of the United

16 States; or

17 (3) If, in me of such citizen, 50 per centum or

18 more of his gross income (computed without the bene-

19 fit of this section) for such period or such part thereof

20 was derived from the active conduct of a trade or busi-

21 ness within a possession of the United States either

22 on his own account or as an employee or agent of

23 another.

24 (b) AMOUNT RE IVED w IJqinm STAn.-Not

25 witading the provisions of subsection (a) there shall be
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1 included in gross income all amounts received by such citi-

2 zens or corporations within the United States, whether

3 derived from sources within or without the United States.

4 (c) Dma xIoN.--As used in this section the term

.5 "possession of the United States" does not include the

( Virgin Islands of the United States.

7 (d) DRvuooNs.-

8 (1) Citizens of the United States entitled to the

9 benefits of this section shall have the same deductions

10 as are allowed by Supplement H in the case of a non-

11 resident alien individual.

12 (2) Domestic corporations entitled to the benefits

1.1 of this section shall have the same deductions as are

14 allowed by Supplement I in the case of a foreign

15 corporation.

16 (e) CminEITs AGAINST Nirr INooMB.,-

17 (1) CrILa,'s.-A citizen of the United States

18 entitled to the benefits of this section shall be allowed

19 a personal exemption of only #4.O$1,000 and shall

20 not be allowed the credit for dependents provided in

21 section 25 (d). The e*AMt sh be

22 44ied hy the tsm of the ese I & dpa essl ddy

23 of te 6 e y eepah; is ee fehthe

24 lte if teetie e hil be .... :

-7 -
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1 (2) A domestic corporation entitled to the benefits

2 of this section shall not be allowed the specific credit

3 of $OO $1,000 provided in section 26.

4 (f) ALLOWANCE OF DEDUCTIONS AND CRK're.-

5 Citizens of the United States and domestic corporations

g entitled to the benefits of this section shall receive the benefit

7 of the deductions and credits allowed to them in this title only

8 by filing or causing to be filed with the collector a true and

9 accurate return of their total income received from all sources

10 in the United States, in the manner prescribed in this tide;

11 including therein all the information which the Commis-

12 sioner may deem necessary for the calculation of such deduc-

13 tions and credits.

14 (g) C(mrns AGAIST TAx.--Persons entitled to the

15 benefits of this section shall not be allowed the credits

16 against the tax for taxes of foreign countries and possessions

17 of the United States allowed by section 131.

18 (h) Anqiunom.--A corporation entitled to the

19 benefits of this section shall not be deemed to be affiliated

20 with any other corporation within the meaning of section

21 141 or4.4

22 SEC. 252. CITIZENS OF POSSE13SIONS OF UNITED STATES.

23 (a) Any individual who is a citizen of any possession

24 of the United States (but not otherwise a citizen of the

25 United States) and who is not a resident of the United



1 States, shall be subject to taxation under this title only as to

2 income derived from sources within the United States, and

3 in such case the tax shall be computed and paid in the same

4 manner and subject to the same conditions as in the case of

5 other persons who are taxable only as to income derived

6 from such sources.

7 (b) Nothing in this section shall be construed to alter

8 or tmend the provisions of the Act entitled "An Act making

9 appropriations for the naval service for the fiscal year ending

10 June 30, 1922, and for other purposes," approved July 12,

11 1921, relating to the imposition of income taxes in the

12 Virgin Islands of the United States.

13 Supplement K-China Trade Act Corporations

14 SBC. 26L CREDIT AGAINST NET INCOME.

15 (a) ALLOWANCE OF CJEDIT.-For the purpose only

to of the tax imposed by section 13 there shall be allowed, in

17 the case of a corporation organized under the China Trade

18 Act, 1922, in addition to the credits provided in section 26,

19 a credit against the net income of an amount equal to the

20 proportion of the net income derived from sources within

21 China (determined in a similar manner to that provided in

22 section 119) which the par volue of the shares of stock of

23 the corporation owned on the last day of the taxable year

24 by (1) persons resident in China, the United States, or

25 possessions of the United States, and (2) individual citizens
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1 of the United States or China wherever resident, bears to

2 the par value of the whole number of shares of stock of the

3 corporation outstanding on such date: Provided, That in no

4 case shall the amount by which the tax imposed by section

5 13 is diminished by reason of such credit exceed the amount

6 of the special dividend certified under subsection (b) of this

7 section.

s (b) SPECIAL DIVmEND.-Such credit shall not be

9 allowed unless the Secretary of Commerce has certified to

10 the Commissioner-

11 (1) The amount which, during the year ending

12 on the date fixed by law for filing the return, the cor-

13 poration has distributed as a special dividend to or for

14 the benefit of such persons as on the last day of the

15 taxable year were resident in China, the United States,

16 or possessions of the United States, or were individual

17 citizens of the United States or China, and owned shares

18 of stock of the corporation;

19 (2) That such special dividend was in addition

20 to all other amounts, payable or to be payable to such

21 persons or for their benefit, by reason of their interest

22 in the corporation; and

23 (3) That such distribution has been made to or

24 for the benefit of such persons in proportion to the par

25 value of the shares of stock of the corporation owned
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1 by each; except that if the corporation has more than

2 one class of stock, the certificates shall contain a state-

3 ment that the articles of incorporation provide a method

4 for the apportionment of such special dividend among

5 such persons, and that the amount certified has been

6 distributed in accordance with the method so provided.

7 (o) OwNm mImP OF STOcK.--For the purposes of this

8 section shares of stock of a corporation shall be considered

9 to be owned by the person in whom the equitable right to

10 the income from such shares is in good faith vested.

11 (d) DEFINIrION OF CmNA.-As used in this section

12 the term "China" shall have the same meaning as when

13 used in the China Trade Act, 1922.

14 SEC. 26L CREDITS AGAINST THE TAX.

15 A corporation organized under the China Trade Act,

16 1922, shall not be allowed the credits against the tax for

17 taxes of foreign countries and possessions of the United

18 St*nes allowed by section 181.

19 S.C. 26& AFFILIATION:

20 . A corporation organized under the China Trade Act,

21 1922, shall not be deemed to be affiliated with any other

22 corporation within the meaning of section 141 e* 444.

23 SEC. 264. INCOME OF SHAREHOLDERS.

24 For exclusion of dividends from gross income, see seo-

25 tion 116.

I. R. 10236-12
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1 Supplement L--Assessment and Collection of Deficiencies

2 SEC.' 27L DEFINITION o1 DEFICIENCY.

3 A used in this title in respect of a tax imposed by

4 this title " deficiency" means--

5 (a) The amount by which the tax imposed by this title

6 'exceeds the amount shown as the tax by the taxpayer upon

7 his return; but the amount so shown on the return shall first

8 be increased by the amounts previously assessed (or col-

9 lected without assessment) as a deficiency, and decreased

10 by Lthe amounts previously abated, credited, refunded, jor

11 ;-othe*rwise repaid in respect of such tax; or

12' (b) If no amount is shown as the tax by the taxpayer

13 upon his return, or if no return is made by the taxpayer,

14 then the amount by which the tax exceeds the amounts pre-

15 viously asessed (or collected without assessment) as a

10 .deficiency; but such amounts previously assessed, or col-

17".. lected without assessment, shall first be decreased by the

18 amounts previously abated, credited, refunded, or otherwise

19 repaid in respect of such tax.

20! SEC. 272. PROCEDURE IN GENERAL.

21 (a) PETITION TO BOARD OF TAx APrFAL.-If in

22 the case of any taxpayer, the Conmnissioner determines that

23 there is a deficiency in respect of the tax imposed by this

24-, title, the Commissioner is authorized to send notice of such

25 deficiency toithe taxpayer by registered mail, Within 60
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1 days after such notice is mailed (not counting Snday as the

2 sixtieth day), the taxpayer may file a petition with the Board

3 of Tax Appeals for a redetermination of the deficiency. No

4 assessment of a deficiency in respect of the tax imposed by

5 this title and no distraint or proceeding in court for its collec-

6 tion shall be made, begun, or prosecuted until such notice

7, has been mailed to the taxpayer, nor until the expiration of

S. such 60-day period, nor, if a petition. has been filed with

q the Board, until the decision of the Board has become final.

10 Notwithstanding the provisions of section 3224 of the Re-

11I vised Statutes the making of such assessment or the, begin-

12 ning of such proceeding or distraint during the time such

13 prohibition is in force may be enjoined by a proceeding :in

14 the proper court.

15 For exceptions to the restrictions imposed by this sub-

t6 section, see-

17. (1) Subsection (d) of this section, relating to

18 waivers by the taxpayer;

19 (2) Subsection (f) of this section, relating to

20 notifications of mathematical errors appearing upon the

21 face of the return;

22 (3) Section 273, relating to jeopardy assess-

231 meats;

24 (4) Section 274, relating to:bankruptey and

2 receivershipo; and25 ," 1 v !; I ,
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1 (6) Section 1001 of the Revenue Act of 1926, as

2 amended, relating to amement or collection of the

3 amount of the deficiency determined by the Board

4 pending court review.

5 (b) COLLECTION OF DEFICINCY FOUND BY DOARD.-

6 If the taxpayer files a petition with the Board, the entire

7 amount redetermined as the deficiency by the decision of

8 the Board which has become final shall be assessed and

9 shall be paid upon notice and demand from the collector.

10 No part of the amount determined as a deficiency by

n1 the Commissioner but disallowed as such by the decision

12 of the Board which has become final shall be assessed or

13 be collected by distraint or by proceeding in court with or

14 without assessment.

15 (c) FAnu RB -T FimE PmI oN.--If the taxpayer

16 does not file. a petition with the Board within the time pre-

17 ascribed in subsection (a) of this section, the deficiency,

18 notice of which has been mailed to the taxpayer, shall be

I11 assessed, and shall be paid upon notice and demand from

20 the collector.

21 (d) WAIVER OF REsTRITIONS.-The taxpayer shall

22 at any time have the right, by a signed notice in writing

23 filed with the Commissioner, to waive the restrictions pro-

24 vided in subsection (a) of this section on the assessment

25 and collection of the whole or any part of the deficiency.



1 (e) INc Asiw oF DEFICENoY AjrP NoTion

2 MAw.-The Board shall have jurisdiction to redetermine

3 the correct amount of the deficiency even if the amount ao

4 redetermined is greater than the amount of the deficiency,

5 notice of which has been mailed to the taxpayer, and to

determine whether any penalty, additional amount or addi-

7 tion to the tax should be assessed-if claim therefor is

8 asserted by the Commissioner at or before the hearing or

. a rehearing.

10 (f) F-THim DmnIcnoy LB RnT S RJi oTED.-,-

11 If the Commissioner has mailed to the taxpayer notice. of a

12 deficiency as provided in subsection (a) of this section, and

13 the taxpayer files a petition with the Board within the time

14 prescribed in such subsection, the Commissioner shall have

15 no right to determine any additional deficiency in respect

1 A, of the same taxable year, except in the case of fraud, and

17 except as provided in subsection (e) of this section, relating

1. to assertion of greater deficiencies before the Board, or in

1.) section 273 (c), relating to the making of jeopardy assess-

20 ments. If the taxpayer is notified that, on account of a

21 mathematical error appearing upon the face of the return,

22 an amount of tax in excess of that shown upon the return

2:1 is due, and that an assessment of the tax has been or will

24 be made on the basis of what would have been the correct

: aImout of t but for the mathematiga1 error, such:notice

181
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1 shall no; be considered (for the purposes of tins subsection,

2 or of subsection (a) of this section, prohibiting assessment

3 and collection until notice of deficiency has been mailed,

4 or of section 322 (e) , prohibiting credits or refunds after

5 petition to the Board of Tax A\p!edls) as a notice of a

6 deficiency, and tie taxpayer shall have no right to file a

7 petition with the Board based on sucl notice, nor shall such

8 assessment or collection be prohibited by the provisions of

9 subsection (a) of this section.

10 (g) ,1 I I )ICT'IOY OVEt OTIIEi TAXABLE YEAai.-

11 The Board in redetermiing a deficiency in respect of any

14 taxable year shall consider such facts with relation to the

13 taxes for other taxable years as may be necessary correctly

14 to redetermine the amount of such deficiency, but in so doing

15 shall have no jurisdiction to deterlinie whether or not the

16 tax for any other taxable year has been overpaid or

17 underpaid.

18 (h) FINAL DECISIONS OF BOAD.-For the purposes

19 of this title the date on which a decision of the Board

20 becomes final shall be determined according to the provisions

21 of section 1005 of the Revenue Act of 1926.

22 (i) PRORATING OF DFICIENCY TO INSTALLMENTS.-

23 If the taxpayer has elected to pay the tax in installments and

24 a deficiency has been assessed, the deficiency shall be pro-

25 rated to the four installments. Except as provided in see-
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1 tion 273 (relating to jeopardy aessments), that part of

2 the deficiency so prorated to any intallment the date for

3 payment of which has not arrived, shall be collected at the

4 same time as and as part of such installment. That part

5 of the deficiency so prorated to any installment the date for

6 payment of which has arrived, shall be paid upon notice and

7 demand from the collector.

8(j) EXTENSION OF TimE FOB PAYMENT OF Dmvi-

9 cmCscis.-Where it is shown to the satisfaction of the

10 Commissioner that the payment of a deficiency upon the

11 date prescribed for the payment thereof will result in undue

12 hardship to the taxpayer the Commissioner, with the ap-

13 proval of the Secretary (except where the deficiency is due

14 to negligence, to intentional disregard of rules and regu-

15 lations, or to fraud with intent to evade tax), may grant

16 an extension for the payment of such deficiency or any part

17 thereof for a period not in excess of eighteen months, and,

18 in exceptional cases, for a further period not in excess of

19 twelve months. If an extension is granted, the Commis-

20 sioner may require the taxpayer to furnish a bond in such

21 amount, not exceeding double the amount of the deficiency,

22 and with such sureties, as the Commissioner deems neces-

2: sary, conditioned upon the payment of the deficiency in

24 accordance with the terms of the extension.
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1 (k) Awmis yoz Nonrz OF Dm uo.--In the

2 absece oi no ioe to the Commissioner under section 312 (a)

3 of the existence of a fiduciary relationship, notice of a defi-

4 ciency in respect of a tax imposed by this title, if mailed to

5 the taxpayer at his last known address, shall be sufficient for

6 the purpose of this title even if such taxpayer is deceased,

7 or is under a legal disability, or, in the case of a corporation,

8 has terminated ita existence.

9 ssC. V JiOPAIDY ASSiS8ME$ h

10 (a) AUTHOaRrT FOR MoAK.-If the Commissioner

11 believes that, the assessment or collection of a deficiency will

12 be jeopardized by delay, he shall immediately assess such

1- deficiency (together with all interest, additional amounts,

14 or additions to the tax provided for by law) and notice and

15 demand shall be made by the collector for the payment

16 thereof.

17 (b) DmIccIENc Lmni.-If the jeopardy asses-

18 ment is made before any notice in respect of the tax to which

19 the jeopardy assessment relates has been mailed under section

20 272 (a), then the Commissioner shall mail a notice under

1 such subsection within 60 days after the making of the

22 assessment. . I

623 (c) AMOUNT AMMBLE BEORE DEcISo OF

24 BOARD.-The jeopardy assessment may be made in respect

25 of a deficiency greater or less than that notice of which has
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I been mailed to the taxpayer, despite the provios of section

2 272 (f) prohibiting the determination of additional deficien-

3 cies, aud whether or not the taxpayer has theretofore filed

4 a petition with the Board of Tax Appeals. The Commis-

5 ioner sh" notify the Board of the amount of such aem-

6 ment, if the petition is tiled with the Board before the making

7 of the nt or is subsequently filed, and the Board shall

8 have jurisdiction to redetermne the entire amount of the

9 deficiency and of all amounts asseed at the same time in

to oonnetion therewith.

11 (d) AMou.NT .AJsia zL A im D mcsio oF

12 BoAD.-If the jeopardy t is made after the deal-

13 on of the Board is rendered such moment may be mide

14 only in respect of the deficiency determined by the Board

15 in its deciuon.

16 (e) ExPa o oF RIGHT !v Amssm.-A jeopardy

17 assessment may not be made after the decision of the Board

IS has become final or after the taxpayer has filed a petition

19 for review of the decision of the Board.

20 (f) BOND TO STAY COLLBOTION.-When a jeopardy

21 assessment has been made the taxpayer, within 10 days after

22 notice and demand from the collector for the payment of

23 the amount of the assessment, may obtain a stay of collection

24 of the whole or any part of the amount of the assessment by

25 filing with the collector a bond in such amount, not exceed.,
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1 ing double the amomt as to whichthe stay ia deire and

2 wit such sureties, as the collector deems necessary, condi-

3 tioned upon the payment of so much of the amount, the

4 collection of whici, is stayed by the bond, as is not abated

5 by a decision ot the Board which hm become final, together

6 with interest ther,3on as provided in stion 297.

7 (g) SA&M--FuHmm COy.lmmiom.-If the bond is

8 given before tho taxpayer hu filed his petition with the

c9 Board under stion 272 (a), the bond shall contain a

10 further condition that if a petition is not filed within the

11 period provided in such subsection, then the amount the

12 collection of which is stayed by the bond will be paid on

13 notice and demand at any time after the expiration of such

14 period, together with interest thereon at the rate of 6 per

15 centum per annum from the date of the jeopardy notice and

16 demand to the date of notice and demand under this sub-

17 section.

18 (h) WAVER OF STAY.-Upon the filing of the bond

19 the collection of so much of the amount assessed as is cov-

20 ered by the bond shall be stayed. The taxpayer shall have

21 the right to waive such stay at any time in respect of the

22 whole or any part of the amount covered by the bond, and

2 C-) if as a result of such waiver any part of the amount covered

24 by the bond is paid, then the bond shall, af; the request of
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I the taxpayer, be proportionately reduced. If the Board

2 determines that the amount assessed is greater than the

3 amount which should have been assessed, then when the

4 decision of the Board is rendered the bond shall, at the

I request of the taxpayer, be proportionately reduced.

6 (i) COLLECTION OF UNPAID AMouNTs.-When the

7 Ipetition has been filed with the Board and when the amount

8 which should have been assessed has been determined by a

9 decision of the Board which has become final, then any

10 unpaid portion, the collection of which has been stayed by

11 the bond, shall be collected as part of the tax upon notice

12 and demand from the collector, and any remaining portion

1n of the assessment shall be abated. If the amount aheady

14 collected exceeds the amount determined as the amount

15 which should have been assessed, s'ch excess shall be

16 credited or refundefi to the taxpayer as provided in section

17 322, without the filing of claim therefor. If the amount

18 determined as the amount which should have been rasessed

19 is greater than the amount actually assessed, then the differ-

2(1 ence shall be assessed and shall be collected as part of the

21 tax upon notice and demand from the collector.

22 (j) CLAIMS Iw ABATEMET.-No claim in abatement

23 shall be filed in respect of any assessment in respect of any

24 tax imposed by this fide.
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1 BC. 2M& BANKRUPTCY AND RBCBMIRSHIP

2 (a) IMM IAE AsaFMMxNT.--Upon the adjudic-

3 tion of bankruptcy of any taxpayer in any bankruptcy pro-

4 ceeding or the appointment of a receiver for any taxpayer

5 in any receivership proceeding before any court of the

6 United States or of any State or Territory or of the District

7 of Columbia, any deficiency (together with all interest,

8 additional amounts, or additions to the tax provided for by

9 law) determined by the Commisioner in respect of a tax

10 imposed by this title upon such taxpayer shall, despite the

11 restrictions imposed by section 272 (a) upon snt be

12 immediately assessed if such defie.ency has not theretofore

is been assessed in accordance with law. Claims for the

14 deficiency and such interest, additional amounts and addi-

15 tons to the tax may be presented, for adjudication in

16 accordance with law, to the court before which the bank-

17 ruptcy or receivership proeeding is pending, despite the

18 pendency of proceedings for the redetermi dJwon of the

19 deficiency in pursuance of a petition to the Board; but no

20 petition for any such redetermin4tion shall be filed with the

21 Board after the adjudication of lmnkruptcy or the appoint,

22 meant of the receiver.

23 (b) UNPAID CLAIm.-Any portion of the claim

24 allowed in such bankruptcy or receivership proceeding

25 which is unpaid shall be paid by the taxpayer upon notice
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1 and demand from the collector after the termination of

2 such proceeding, and may be collected by distraint or pro-

3 feeding in court within six years after termination of such

4 proceeding. Extensions of time for such payment may be

5 had in the same manner and subject to the same provisions

6 and limitations as are provided in section 272(j) and

7 section 296 in the case of a deficiency in a tax imposed by

8 this title.

9 SEC. 27. PERIOD OF LIMTATION UPON ASSESSMENT

10 AND COLLECTION.

11 Except as provided in section 276--

12 (a) GEBERAL RULE.-The amount of income taxes in-

13 posed by this title shall be assessed within two years after

14 the return was filed, and no proceeding in court without

15 assessment for the collection of such taxes shall be begun

16 after the expiration of such period.

17 (b) REQUEST FOB PRoP'T ASSBSSMENT.-Ill the

18 case of income received during the lifetime of a decedent, or

19 by his estate during the period of administration, or by a

20 corporation, the tax shall be assessed, and any proceeding

21 in court without assessment for the collection of such tax

22 shall be begun, within one year after written request therefor

23 (filed after the return is made) by the executor, administra-

24 tor, or other fiduciary representing the estate of such dece-

25 dent, or by the corporation, but not after the expiration of
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1 two years after the return was fJed. This subsection shall

2 not apply in the case of a corporation unless--.

IS (1) Such written request notifies the Commis-

4 sioner that the corporation contemplates dissolution at

5 or before the expiration of such year; and

6 (2) The dissolution is in good faith begun before

7 the expiration of such year; and

8 (3) The dissolution is completed.

9 (c) CORPORATION AND SHAnEHOLDIFA.-If a corpora-

10 tion makes no return of the tax imposed by this title, but

11 each of the shareholders includes in his return his distribu-

12 live share of the net income of the corporation, then the

13 tax of the corporation shall be assessed within four years

14 after the last date on which any such shareholder's return

15 was filed.

16 SEC. 276. SAME-EXCEPTIONS.

17 (a) FALSE RETURN OR NO RETuRN.-In the case of

18 a false or fraudulent return with intent to evade tax or of a

19 failure to file a return the tax may be assessed, or a pro-

20 ceeding in court for the collection of such tax may be begun

21 without assessment, at any time.

22 (b) WAiVE.-Where before the expiration of the

23 time prescribed in section 275 for the assessment, of the

24 tax, both the Commissioner and the taxpayer have con-

25 sented in writing to its assessment after such time, the tax
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1 may be assessed at any time prior to the expiration of the

2 period agreed upon. The period so agreed upon may be

3 extended by subsequent agreements in writing made before

4 the expiration of the period previously agreed upon.

5 (c) COLL OION AIFTEn AssFmMENT.--Where the

6 assessment of any income tax imposed by this title has been

7 made within the period of limitation properly applicable

8 thereto, such tax may be collected by distraint or by a

9 proceeding in court, but only if begun (1) within six years

10 after the assessment of the tax, or (2) prior to the expira-

11 tion of any period for collection agreed upon in writing by

12 the Commissioner and the taxpayer before the expiration

13 of such six-year period. The period so agreed upon may

14 be extended by subsequent agreements in writing made

c ' before the expiration of the period previously agreed upon.

l Ct SEC. 277. SUSPENSION OF RUNNING OF STATUTE.

17 The running of the statute of limitations provided in

18 section 275 or 276 on the making of asstasments and the
. beginning of distraint or a proceeding in court for section,

20. in respect of any deficiency, shall (after the mailing of a

21 notice under section 272 (a)) be suspended for the period

22 during which the Commissioner is prohibited from making

23 the assessment or beginning distraint or a proceeding in

24 court (and in any. event, if a proceeding in respect of the

2- deficiency is placed on the docket of the Board, until the
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1 decision of the Board becomes final) , and for 60 days

2 thereafter.

3 Supplement M-Iaterut and Addition to the Tax

4 SEC. 291. FAILURE TO FILE RETURN.

5 In case of any failure to make and file a return required

6 by this title, within the time prescribed by law or prescribed

7 by the Commissioner in pursuance of law, 25 per centum of

8 the tax shall be added to the tax, except that when a return

9 is filed after such time and it is shown that the failure to

10 file it was due to reasonable cause and not due to willful

11 neglect no such addition shall be made to the tax. The

12 amount so added to any tax shall be collected at the same

13 time and in the same manner and as a part of the tax unless

14 the tax has been paid before the discovery of the neglect, in

15 which case the amount so added shall be collected in the

16 same manner as the tax. The amount added to the tax

17 under this section shall be in lieu of the 25 per centum addi-

fion to the tax provided in section 3176 of the Revised

statutes, as amended.

20 SEC. 292. INTEREST ON DEFICIENCIES.

21 Interest upon the amount determined as a deficiency

22 shall be assessed at the same time as the deficiency, shall

2,9 be paid upon notice and demand from the collector, and shall

24 be collected as a part of the tax, at the rate of 6 per centum
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per annum from the date prescribed for the payment of the

2 tax (or, if the tax is paid in installments, from the date

3, prescribed for the payment of the first installment) to the

4 date the deficiency is assessed, or, in the case of a waiver

5 under section 272 (d), to the thirtieth day after the filing of

6 such waiver or to the date the deficiency is assessed which-

7 ever is the earlier.

8 SEC. 293. ADDITIONS TO THE TAX IN CASE OF DEFI.

9 CIENCY.

10 (a) NEGLIGENCE.--If any part of any deficiency is

11 due to negligence, or intentional disregard of rules and regu-

12 lations but without intent to defraud, 5 per centum of the

13 total amount of the deficiency (in addition to such de#t-

14 ciency) shall be assessed, collected, and paid in the same

15 manner as if it were a deficiency, except that the provisions

16 of section 272 (i), relating to the prorating of a deficiency,

17 and of section 292, relating to interest on deficiencies, shtl

18 not be applicable.

19 (b) FRAu.-If any part of any deficiency is due to

20 fraud with intent to evade tax, then 50 per centum of the

21 total amount of the deficiency (in addition to such defi-

22 ciency) shall be so assessed, collected, and paid, in lieu of the

2;i 50 per contum addition to the tax provided in section 31,76

24 of the Revised $tatutes, as amended.

H. R. 10236- 13

F



'194

I SEC. 294. ADDITIONS TO THE TAX IN CASE OF NONPAY.

2 MENT.

3 (a) TAX SHowN oN REURN.-

4 (1) GENERAL RULE.-Where the amount de-

5 termined.by the taxpayer as the tax imposed by thi.c

6 title, or any installment thereof, or any part of such

7 amount or installment, is not paid on or before the date

8 prescribed for its payment, there shall be collected aG

9 a part of the tax, interest upon such unpaid amount at

10 the rate of I per centum a month from the date pre-

11 scribed for its payment until it is paid.

12 (2) IF EXTENSION GRaTED.-Where an exten-

13 sion of time for payment of the amount so determined

14 as the tax by the taxpayer, or any installment thereof,

15 has been gnmted, and the amount the time for payment

10 of which has been extended, and the interest thereon

17 determined under section 295, is not paid in HIdl prior

1 to the expiration of the period of the extension, then,

19 in lieu of the interest provided for in paragraph (1) of

2o this subsection, interest at the rate of 1 per centuan a

21 month shall be collected on such unpaid amount from

22 the date of the expiration of the period of the extension

23 until it is paid.

24 (b) DEFi CENCY.-Where a deficiency, or any inter-

25 est or additional amounts assessed in connection therewith
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i. under section 292, or under section 293, or any addition

2 to the tax in case of delinquency provided for in section 291,

9 is not paid in full within ten days from the date of notice

4 and demand from the collector, there shall be collected as

5 part of the tax, interest upon the unpaid amount at the rate

6 of 1 per centum a month from the date of such notice and

7 demand until it is paid. If any part of a deficiency prorated

8 to any unpaid installment under section 272 (i) is not paid

9 in full on or before the date prescribed for the payment

10 of such installment, there shall be collected as part of the

11 tax interest upon the unpaid amount at the rate of I per

12 centum a month from such date until it is paid.

13 (c) FinucIms.-For any period an estate is held

J4 by a fiduciary appointed by order of any court of competent

Ir jurisdiction or by will, there shall be collected interest at the

o rate of 6 per centum per annum in lieu of the interest pro-

17 vided in subsections (a) and (b) of this section.

18 d) FIING OF JEOPiDY BOND.-If a bond is filed,

19 as provided in section 273, the provisions of subsections

20 (b) and (c) of this section shall not apply to the amount

21 covered by the bond.

22 SEC. 295. TIME EXTENDED FOK PAYMENT OF TAX. SHOWN

23 ON RETURN.

If the time for payineia, of the amount determined as

2.5 the tax by the taxpayer, or any installment thereof, is ex-
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i tended under the authority of section 56 (c), there shall be

2 collected as a part of such amount, interest thereon at the

3 rate of 6 per centum per annum, from the date when such

4 payment should have been made if no extension had been

5 granted, until the expiration of the period of the extension.

6 SEC. 296. TIME EXTENDED FOR PAYMENT OF DEFICIENCY.

7 If the time for the payment of any lart of a deficiency

8 is extended, there shall be collected, as a part of the tax,

9 interest on the part of the deficiency the time for payment

10 of which is so extended, at the rate of 6 per centun per

11 annum for the period of the extension, and no other interest

12 shall be collected on such part of the deficiency for such

13 period. If the part of the deficiency the time for payment

14 of which is so extended is not paid in accordance with the

15 terms of the extension, there shall be collected, as a part

16 of the tax, interest on such unpaid amount at the rate of

17 1 per centunl a month for the period from the time fixed

18 by the terms of the extension for its payment until it is paid,

19 and no other interest shall be collected on such unpaid

20 amount for such period.

21 SEC. 297. INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

22 In the case of the amount collected under section

23 273 (i) there shall be collected at the same time as such

24 amount, and as a part of the tax, interest at the rate. of 6

25 per centum per annum upon such amount from the date of

26 the jeopardy notice and demand to the date of notice and



I demand under section 273 (i), or, in the case of the amount

2 collected in excess of the amount of the jeopardy assessment,

3 interest as provided in section 292. If the amount included

4 in the notice and deniInd froin the collector under section

5 273 (i) is not jaid in full within ten (lays after such notice

6 and demand, then there shall be collected, as part of the tax,

7 interest upon the tunpaid amount at the rate of 1 per centuni

8 a month (or, for any period the estate of the taxpayer is

9 held by a fiduciary appointed by any court of competent

10 jurisdiction or by will, at the rate of 6 per centum per

I I annum) from the date of such notice and demand until it

12 is paid.

13 SEC. 298. BANKRUPTCY AND RECEIVERSHIPS.

14 If the unpaid portion of the claim allowed in a bank-

15 ruptcy or receivership proceeding, as provided in section

10 274, is not paid in full within 10 days from the date of

17 notice and demand from the collector, then there shall be

18 collected as a part of such amount interest upon the unpaid

11) portion thereof at the rate of 1 per centum a month from

20 the date of such notice ind demand until payment.

21 SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM

22 UNITED STATES.

23 For additions to tax in case of leaving the United States

24 or colicealing property in such manner as to hinder collec-

20, tion of the tax, see section 44 146.

197
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1 Supplement N-Claims against Transferees and Fidu-

2 diaries

3 SEC. 311. TRANSFERRED ASSETS.

4 (a) METIIOD OF COLLECTION.-The amounts of the

5 following liabilities shall, except as hereinafter in this see-

6 tion provided, be assessed, collected, and paid in the same

7 manner and subject to the same provisions and limitations

8 as in the case of a deficiency in a tax imposed by this title

9 (including the provisions in case of delinquency in payment

10 after notice and demand, the provisions authorizing distraint

11 and proceedings in court for collection, and the provisions

12 prohibiting claims and suits for refunds):

13 (1) TRANSFJ'E.-The liability, at law or in

14 equity, of a transferee of property of a taxpayer, in

15 respect of the tax (including interest, additional

16 amounts, and additions to the tax provided by law)

17 imposed upon the taxpayer by this title.

18 (2) FiDuCIARIES.-Thc liability of a fiduciary'

19 under section 3467 of the Revised Statutes in respect

20 of the payment of any such tax from the estate of the

21 taxpayer.

22 Any such liability may be either as to the amount of

23 tax shown on the return or as to any deficiency in tax.

24 (b) PERIOD OF TIMITATION.-The period of limita-

25 tion for assessment of any such liability of a traferee or

26 fiduoiary shall be as follows:
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1 (1) In the case of the liability of an initial trans.

2 feree of the property of the taxpayer,--within one yeat

8 after the expiration of the period of limitation for assess

4 ment against the taxpayer;

5 (2) In the case of the liability of a transferee of a

6 transferee of the property of the taxpayer,-within one

7 year after the expiration of the period of limitation for

8 assessment against the preceding transferee, but only if

9 within three years after the expiration of the period of

10 limitation for assessment against the taxpayer;--

S1I except that if before the expiration of the period of limitation

12 for the assessment of the liability of the transferee, a court'

13 proceeding for the collection of the tax or liability in respect

14 thereof has been begun against the taxpayer or last preced-

15 ing transferee, respectively,-then the period of limitation

16 for assessment of the liability of the transferee shall expire

17 one year after the return of execution in the court pro-

18 ceeding.

19 (3) In the case of the liability of a fiduciary,-'-

20 not later than one year after the liability arises or not

2t later than the expiration of the period for collection of

22 the tax in respect of which such liability arises, which.

23 ever is the later.

24 (C) PERIOD FOR ASSESSMENT AGAINST TAXPAY%.--

2zi For the purposes of this section, if the taxpayer is deceased,
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I or in the case of a corporation, has terminated its existence,

2 the period of limitation for assessment against the taxpayer

8 shall be the period that would be in effekit had the death or

4 termination of existence not occurred.

5 (d) SUSPENSION OF RUNNING OF STATUTE OF LIMI.-

6 TATION&.---The running of the statute of limitations upon the

7 assessment of the liability of a transferee or fiduciary shall,

8 after the mailing to the transferee or fiduciary of the notice

9 provided for in section 272 (a), be suspended for the period

10 during which the Commissioner is prohibited from making

11 the assessment in respect of the liability of the transferee or

12 fiduciary (and in any event, if a proceeding in respect of

18 the liability is placed on the docket of the Board, until the

14 decision of the Board becomes final), and for 60 days there-

15 alter.

16 (e) ADDRESS FOR No'icE oF LIABiLJITY.-In the ab*,

17. seuce of notice to the Commissioner under section 312 (b)

18 of the existence of a fiduciary relationship, notice of liability

19 enforceable under this section in respect of a tax imposed,

20 by this title, if mailed to the person subject to the liability at

21 his last known address, shall be sufficient for the purposes of::

22 this title even if such person is deceased, or is under a legal

23 disabiJity, or, in the case of a corporation, has terminated its.

24 existence,
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(f) DEFINITION OF " TRANSFEREM ".-As used in this

2 section, the term "transferee" includes heir, legatee, dev-

$ isee, and distributee.

4 SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

5 (a) FuCIUIY OF TAXPAYB.-Upon notice to the

6 Commissioner that any person is acting in a fiduciary capac-

74 ity such fiduciary shall assume the powers, rights, duties,

8 and privileges of the taxpayer in respect of a tax imposed

9 by this title (except as otherwise specifically provided and

10 except that the tax shall be collected from the estatts, of the

11 taxpayer), until notice is given that the fiduciary capacity,

12 has terminated.

13 (b) FIucI ARY OF TRANBFERE.-Upon notice to the.

14 Commissioner that any person is acting in a fiduciary capac-

15 ity for a person subject to the liability specified in section

16 311, the fiduciary shall assume, on behalf of such person,

17 the powers, rights, duties, and privileges of such person

18 under such section (except that the liability shall be col-,

19 ected from the estate of such person), until notice is given

2,0 that the fiduciary capacity has terminated.

21 (c) MANTER OF NoTio.-Notice under subsection,

22 (a) or (b) shall be given in accordance with regulations

2:-3 prescribed by the Commissioner with the approval of the

24 Secretary.
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Supplement O--Overpayments

2 SEC. W2. OVERPAYMENT OF INSTALLMENT.

8 If the taxpayer has paid as an installment of the tax

4 more than the'amount determined to be the correct amount

5 of such installment, the overpayment shall be credited

6 against the unpaid installments, if any. If the amount

7' already paid, whether or not on the basis of installments,

8 exceeds the amount determined to be the correct amount

9 of the tax, the overpayment shall be credited or rhinded

10 as provided in section 322.

11 SEC. 322. REFUNDS AND CREDITS.

12 (a) AUTHIORIZATION.-Where there has been an

13 overpayment of any tax imposed by this title, the amount

14 of such overpayment shall be credited against any income.

15 war-profits, or excess-profits tax or installment thereof then

1 due from the taxpayer, and any balance shall be refunded

17 immediately to the taxpayer.

18' (b) LrMITATION ON ALLOWANoB.-

19 (1) PERIOD OF LIWTITATION.--No such credit or

20 refund shall be allowed or made after two years from

21 the time the tax was paid, unless before the expiration

22 of such period h claim therefor is filed by the taxpayer.

28 (2) LIMIT ON AMOUNT OF CREDIT OR HB-

24 FUND.-The amount of the credit or refund shall not

25 exceed the portion of the tax paid during the two
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1 years immediately preceding the filing of the claim,

2 or if no claim was filed, then during the two years

3 immediately preceding the allowance of the credit or

4 refund.

5 (c) EFFECT OF PffrITION TO BOARD.-If the Com-

6 missioner has mailed to the taxpayer a notice of deficiency

7 under section 272 (a) and if the taxpayer files a petition

8 with the Board of Tax Appeals within the time prescribed

in such subsection, no credit or refund in respect of the tax

10 for the taxable year in respect of which the Commissioner

11 has determined the deficiency shall be allowed or made

12 and no suit by the taxpayer for the recovery of any part

13 of such tax shall be initituteAd in any court except-

14 (1) As to overpayments determined by a de-

15 cision of the Board which has become final; and

16 (2) As to any amount collected in excess of

17 an amount computed in accordance with the decision

I F, of the Board which has become final; and

19 (3) As to any amount collected after the period

20 of lin.ation upon the beginning of distraint or a pro-

21 ceeding in court for collection has expired; but in any

22 such claim for credit or refund or in any such suit for

243 refund the decision of the Board which has become

24 final, as to whether such period has expired before the

25 notice of deficiency was mailed, shall be conclusive.
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1 (d) OVERiPAYIENT FOUND BY BOARD.-If the Board

2 finds that there is no deficiency and further finds that the

3 taxpayer has made an overpayment of tax in respect of the

4 taxable year in respect of which the Commissioner deter-

5 mined the deficiency, the Board shall have jurisdiction to

6 determine the amount of such overpayment, and such

7 amount shall, when the decision of the Board has become

8 final, be credited or refunded to the taxpayer. No such

9 credit or refund shall be made of any portion of the tax paid

10 more than two years before the filing of the claim or the

11 filing of the petition, whichever is earlier.

12 (e) TAX WITHELD AT SouBO.-For refund or

13 credit in case of excessive withholding at the source, see

14 section 4 143(f).

15 TITLE Il-ADDITIONAL ESTATE TAX

16 SEC. 401. IMPOSiTION OF TAX.

17, (a) In addition t) the estate tax imposed by section

18 301 (a) of the Reven ue Act of 1926, there is hereby imposed

19 upon the transfer of the net estate of every decedena d!inq

20 after the -enactment of this Act, whether a rei dent or non-

21 resident of the United States, an additional tax equal to the

22 eess of-

23 (1) the, amount of a tentative tax computed under

24 ,,, #bsecon (b) of this section, over



1 (2) the amont of the tax imposed by section

2 301(a) of the Revenue Act of 1926, orputed without

3 regard to the provisions of this title.

4 (b) The tentative tax referred to in subsection (a)(/)

5 of this setion shall equal the sum of the following percen-

6 tages of the value of the net crate:

7 Upon ne estates not in excess of $10,000, 1 per centum.

8 $100 upm u't estate of $10,000; and upon net estates

9 in em of $10,000 and not in exe of $20,000, 2 per

10 centum in addition of such ess.

11 $300 upon net estates of $20,000; and upon net estates

12 in exwss of $20,000 and not in excs of $30,000, 3 per

13 centum in addition of such excess.

14 $600 upon net estates of $30,000; and upon net estates

15 in exess of $30,000 aid not in exess of $40,000, 4 per

16 century in addition of such ezces.

17 $1,000 upon net estates of $40,000; and upon net estates

18 in exces of $40,000 and not in excess of $50,000, 5 per

19 centum in addition of suh emces.

20 $1,500 upon net estatm of $50,000; and upon net estate

21 in excess of $50,000 and not in excess of $100,000, 7 per

22 centum in addition of such eves,

2$ 85,000 upon tot etal of $100,000;" and'upon net

24 estat in excess of $100,000 and not in exacss of $200,000,

25 9 per centum in addition of such exces.
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1 $14,000 upon net estates of $200,000; and upon net

2 estates in exces of $200,000 and no! in eme of $400,000,

3 11 per centum in addition of such excess.

4 $86,000 upon net eata of $400,090; and upon net

5 estates in emc of $400,000 and not in eess of $600,000.

6 18 per centum in addition of suck ex ce.

7 $62,000 upon net estates of $600,000; and upon net

8 etaes in acs of $600,000 and not in ecess of $800,000,

9 15 per entum in addition of sucA ess.

10 $92,000 upon net eat of $800,000; and upon net

11 estates in excess of $800,000 and not in exem of $1,000,000,

12 17 per centum in addition ofseA excess.

13 $126,000 upon net Mates of $1,000,000; and upon net

14 estate in exess of $1,000,000 and not in excess of $1,500,000,

15 19 per ewntum in addition of such emm.

16 $221,000 upon net ete of $1,500,000; and upon

17 net estate in ecus of $1,500,000 and not in exces of

18 $2,000,000, 21 per centum in addition of such exces.

19 $326,000 upon net eatale of $2,000,O00; and upon

20 net etal in acs of $2,000,000 and not in ees of

21 $2,500,000, 23 per centum in addition of suA exoss.

22 $441,000 upon net estates of $2,500,000; and upon net

23 states in exem of $2,500,000 and not in omess q

24 $8,000,00, 25 per century in addition of such exces.



1 $566,000 upon net estates of $9,000,000; and upon

2 net estates in exes of $3,000,000 and not in exes of

3 $3,500,000, 27 per centurn in addition of such azee.

4 $701,000 upon net estat of $3,500,000; and upon net

5 estates in excess of $3,500,000 and not in emces of

6 $4,000,000, 29 per centum in addition of c excess.

7 84,000 upon net estate of $4,000,000; and upon net

8 estae in excs of $4,000,000 and not in emes of

9 $4,500,000, 31 per centum in addition , of such excess.

10 $1,001,000 upon net estates of $4,500,000; and upon

11 net estate in exem of $4,500,000 and not in ees of

12 $5,000,000, 33 per enum in addition of suh aes.

13 $1,166,000 upon net estates of $5,000,000; and upon

14 net estates in excess of $5,000,000 and not in ece of

15 $6,000,000, 35 per catum in addition of such ems.

16 $1,516,000 upon net estates of $6,000,000; and upon

17 net esaes in ew of $6,000,000 and not in excess of

18 $7,000,000, 37 per centum in addition of suck exces.

19 $1,886,000 ulm net estates of $7,000,000; and upmo

20 net estates in excess of $7,000,000 and not in excess of

21 $8,000,000, 39 per centum in addition of such excess.

22 $2,276,000 upon net estates of $8,000,000; and upon

:13 net etate in excess of $8,000,000 and not in ew of

24 $9,000,000, 41 per centurn in addition of such excess.
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1 $2,686,000 upon net edates of $9,000,000; and upon

2 net estates in excess of $9,000,000 and not in excess of

3, $10,000,000, 43 per centum in addition of such exces.

4 $3,116,000 upon net estates of $10,000,000; and upon

5 net estates in ex*ess of $10,000,000, 45 per centum in addi-

6 tion of sch exoes.

7 (c) For the purposes of this section the value of the net

8 estate shall be determined as provided in Title III of the

9 Revenue Act of 1926, as amended, ,wept that in lieu of the

10 exemption of $100,000 provided in 8ection 303(a) (4) of

11 such Ac, the exemption shall be $50,O00.

12 SEC. 4U. CREDITS AGANsr TAX.

13 (a) The credit provided in section 301 (c) of the Rey-

14 enue Act of 1926, as amended (80 per centum credit),

15 shl not be allowed in respect of such additional tax.

16 (b) (1) If a tax has beo paid under Title II of this

17 Act on a gift, and thereafter upon the death of the donor

18 any amount in respect of such gift is required to be incbued

19 in the value of the gross estate of the decedent for the pur-

20 poses of this title, then there shall be credited against the

21 tax imposed by section 401 of this Act the amount of the

22 tax paid under such Title III with respect to so much of the

23 property which constituted the gift as is included in the gross

24 estate, aept that the amount of such credit (A) shall not

25 exceed an amount which bears the same ratio to the tax
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1 imposed by section 401 of this Aot as the value (at tMe

2 time of the gift or at the time of the death, whichever i8

3 lower) of so much of the property which omstituted Ow

4 gift as is included in the gross estate, bear to the value of

5 the entire gross estate, and (B) shall not zeed the amount

6 by which the gift tax paid under Title II of this Act with

7 reapec, to so much of the property as constituted the gift as

8 is included in the gross estate, e des the amount of the

9 credit under section 301(b) of the Revenue Act of 1926,

10 as amended by this Act.

.11 (2) For the purposes of paragraph (1), the amount

12 of tax paid for any year under Title III of this Act with

13 respect to any property shall be an amount which bears the

14 same ratio to the total tax paid for such year as the value of

15 such property bears to the total amount of net gifts (cori-

16 puted without deduction of the specific eemption) for such

17 year.

18 SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

19 Except as provided in section 402, the tax imposed by

20 sectior. 401 of this Act shall be asu d, collected, and paid,

21 in the same manner, and shall be subject to the same pro-

22 visions of law (induding penalties), as the tax imposed by

23 section 301(a) of the Revenue Act of 1926, except that a re-

24 turn shallbe required if the value of the gross estate at the

25 time of the decedent's death ezceeds $50,000.

. R. 102386----14
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1 TITLE Ill-GIFT TAX

2 SEC. 501. IMPOSITION OF TAX.

3 (a) For the calendar year 1932 and each calendar

4 year thereafter a tax, computed as provided in section 502,

5 shall be imposed upon the transfer during such calendar

6 year by any individual, resident or nonresident, of property

7 by gift.

8 (b) The tax shall apply whether the transfer is in

9 trust or otherwise, whether the gift is direct or indirect, and

10 whether the property is real or- personal, tangible or intan-

1 gible; but, in the case of a nonresident, shall apply to a trans-

12 fer only if the property is situated within the United States.

13 SEC. 502. COMPUTATION OF TAX.

14 The tax for each calendar year shall be an amount

15 equal to the excess of-

16 (1) a tax, computed in accordance with the Rate

17 Schedule hereinafter set forth, on the aggregate sum

18 o, t/he 'et gifts for meh calendar year and for each of

19 the preceding calendar years, over

20 (2) a tax, computed in accordance with the Rate

21 Schedule, on the aggregate sum of the net gifts for each

22 of the preceding calendar years.

23 GIFT T.,jx RATE SCHEDULE

24 Upon net gifts not in excess of $10,000, three-fourths

25 of I per centum.
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1 $75 upon net gifts of $10,000; and upon net gifts

2 in excess of $10,000 and not in excess of $20,000, 11 per

3 centum in addition of such excess.

4 $225 upon net gifts of $20,000; and upon net gifts in

5 excess of $20,000 and not in excess of $30,000, 2j per

6 centurn in addition of such excess.

7 $450 upon net gifts of $30,000; and upon net gifts in

8 excess of $30,000 and not in arcess of,$40,000, 3 per centum

9 in addition of such excess.

10 $750 upon net gifts of $40,000; and upon net gifts

11 in excess of $40,000 and not in excess of $50,000, 31

12 per centun in addition of such excess.

1 $1,125 upon net gifts of $50,000; and upon net gifts

14 in excess of $50,000 and not in excess of $100,000, 5 per

15 centum in addition of such excess.

16 $3,625 upon net gifts of $100,000; and upon net gifts

17 in excess of $100,000 and not in excess of $200,000, 61

18 per centum in addition of such excess.

19 $10,125 upon net gifts of $200,000; and upon net gifts

20 in excess of $200,000 aid not in excem of $400,000, 8 per"

21 centum in addition of such excess.

22 $26,125 upon net gifts of $400,000; and upon net

23 gifts in excess of $400,000 and not in excess of $600,000,

24 91 per centum in addition of such excess.
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1 $45,125 upon net gifts of $600,000; and upor, net gifts

2 in excess of $600,000 and not in excess of $800,000, 11

3 per centum in addition of such excess.

4 $67,125 upon net gifts of $800,000; and upon net gifts

5 in excess of $800,000 and not in excess of $1,000,000, 121

6 per centum in addition of such excess.

7 $92,125 upon net gifts of $1,000,000; and upon net

8 gifts in excess of $1,000,000 and not in excess of $1,500,000,

9 14 per centum in addition of such excess.

10 $162,125 upon net gifts of $1,500,000; and upon net

11 gifts in excess of $1,500,000 and not in excess of $2,000,000,

12 15f per centum in addition of such excess.

13 $239,625 upon net gifts of $2,000,000; and upon net

14 gifts in excess of $2,000,000 and not in excess of $2,500,000,

15 17 per centum in addition of such excess.

16 $324,625 upon net gifts of $2,500,000; and upon net

17 gifts in excess of $2,500,000 and not in excess of $3,000,000,'

18 18 per centum in addition of such excess.

19 $417,125 upon net gifts of $3,000,000; and upon net

20 gifts in excess of $3,000,000 and not in excess of $3,500,000,

21 20 per centum in addition of such excess.

22 $517,125 upon net gifts of $3,500,000; and upon net

23 gifts in excess of $3,500,000 and not in excess of $4,000,000,

24 21j per centum in addition of such excess.'
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1 $624,625 upon net gifts of $4,000,000; and upon net

2 gifts in excess of $4,000,000 and not in excess of $4,500,000,

8 23 per centum in addition of such exem.

4 $739,625 upon net gifts of $4,500,000; and upon net

5 gifts in excess of $4,500,000 and not in excess of $5,000,000,

6 244 per centum. in addition of muck excess.

7 $862,125 upon net gifts of $5,000,000; and upon net

8 gifts in excess of $5,000,000 and not in excess of $6,000,000,

9 26 per centum in addition of such excess.

10 $1,122,125 upon net gifts of $6,000,000; and upon net

11 gifts in excess of $6,000,000 and not in excess of $7,000,000,

12 274 per centum in addition of such excess.

13 $1,397,125 upon net gifts of $7,000,000; and upon net

14 gifts in excess of $7,000,000 and not in excess of $8,000,000,

15 29 per centum in addition of such excess.

16 $1,687,125 upon net gifts of $8,000,000; and upon net

17 gifts in excess of $8,000,000 and not in excess of $9,000,000,

18 301 per centum in addition of such excess.

19 $1,992,125 upon net gifts of $9,000,000; and upon net

20 gifts in excess of $9,000,000 and not in access of $10,000,-

21, 000, 32 per centum in addition of such excess.

22 $2,312,125 upon net gifts of $10,000,000; and upon

23 net gifts in excess of $10,000,000, 33k per centum in addi-

24 tion of such exess.
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1 SEC. 503. TRANSFER FOR LESS THAN ADEQUATE AND FULL

2 CONSIDERATION.

3 Where property is transferred for less than an adequate

4 and full consideration in money or money's worth, then the

5 amount by which the value of the property exceeded the

6 value of the consideration shall, for the purpose of the tax

7 imposed by this title, be deemed a gift, and shall be included

8 in computing the amount of gifts made during the calendar

9 year.

10 SEC. 504. NET GIFTS.

11 (a) GENERAL DEFINITION.-The term "net gifts"

12 means the total amount of gifts made during the calendar

1 year, less the deductions provided in sectifM 505.

14 (b) GIFTs LEss THAN $3,000.-ln the case of gifts

15 (other than of future interests in property) made to any

16 person by the donor during the calendar year, the first $3,000

17 of such gifts to such person shall not, for the purposes of

18 subsection (a), be included in the total amount of gifts mqde

19 during such year.

20 SEC. 505. DEDUCTIONS.

21 In computing net gifts for any calendar year there shall

22 be allowed as deductions:

23 (a) RESJDENT.--In the case of a resident-

24 (1) SPECIFIW EXEMPTION.-An exemptin of

25 $50,000, less the aggregate of the amounts claimed
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1 and allowed as specific exemption for preceding

I calendar year.

3 (2) CHARITABLE, ETC., lk'Tl.---The amount of

4 all gifts made during such year to o1- for the use of-,

5 (A) the United States, any State, Territory,

6 or any political subdivision thereof, or the District

7. of Columbia, for exclusivedy public purposes;

8 (B) a corporation, or trust, or community

9 dest, fund, or foundation, organized and operated

10 exclusively for religious, charitable, scientific,

11 literary, or edwational purposes, including the

12 encouragement of art and the prevention of

13 cruelty to children or animals; no part of the net

14 earnings of which inures to, the benefit of. any

15 private shareholder or individual;

16 (0) a fraternal society, order, or association,

17 operating under the lodge syton, but only if such

18 gilts are to be used exclusively for religious,

19 charitable, sientific, literary, or educational pur-

20 poses, including the encouragemjnt of art and ,he

21 prevention of cruelty to children or animals;

22 (D) posts or organizations of war veterans,

23 or auxiliary units or societies of any such posts or

24 organizations, if such, posts, organizations, unit,,

25 or societies are organized in tho United States or
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1 any of its possessions, and if no part of their net

2 earnings inures to the benefit of any private share-

3 holder or individual;

4 (E) the special fund for vocaticmal rehabili

5 station authorized by section 12 of the World War

6 Veterans' Act, 1924.

7 (b) NoNRESwENs.-In the case of a nonreaident,

8 the amount of all gifts made during such year to or for the

9 u of-

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

11 any political subdivision thereof, or the District of

12 Columbia, for ctdusivdy public purposes;

13 (2) a domestic corporation organized and oper-

14 ated exclusively for religious, charitable, scientific,

15 literary, or educational purposes, including the encour-

16 agement of, art and the prevention of cruelty to chil-

17 dren or animals; no part of'the net earnings of which

1'8 nures to the benefit of any private shareholder or indi--

19 vidual;

20 (3) a tist, or community chest, fund, or foun-

21 dation, organized and operated' exclusively for rd1i-

22' gious, charitable, scientific; literary, or education

23 purposes, including the encouragement of art and the

24 prevention of cruelty to children or animals; but okly



1 if such gifts are to be used within the United States

2 excluslvely for such purposes;

3 (4) a fraternal society, order, or associations,

4 operating under the lodge system, but only if such gifts

5 are to be used within the United States exclusively

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

7 tional purposes, including the encouragement of art

8 and the prevention of cruelty to children or animals;

9 (5) posts or organizations of war veterans, or aux-_

10 iliary units or societies of any such posts or organiza-

11 tions, if such posts, organizations, units, or societies are

12 organized in the United States or any of its posses-

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

14 the benefit of any private shareholder or individual;

15 (6) the special fund for vocational rehabilitation

16 authorized by section 12 of the World War Veterans'

17 Act, 1924.

18 (c) The deductions provided in subsection (a) (2) or

19 (b) shall be allowed only to the extent that the gifts therein

20 specified are included in the amount of'gifts against which

21 s1ch deductions ire applied.

22 SEC. 506. CITS 'MADE IN PROPERTY.

'If the gift ismade in property, the value thereof at the

24 date o 0the gift shall be considered the amount of the gift.

i
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I SEC. "6'07., RETURS.

2 (a) REQUIREMET.-Any individual who within the

3 calendar year 1932 or any calendar year thereafter makes

4 any transfers by gift (except those which under section 504

5 are not to be included in the total amount, of gifts for stwh

6 year) shall make a return under oath in duplicate. The

7 return shall set forth (1) each gift made during the calendar

8 year which under section 504 is to be included in computing

9 net gifts; (2) the deductions claimed and allowable under

10 section 505; (3) the net gifts for each of the preceding

11 calendar years; and (4) such further information as may

4 12 be required by regulations made pursuant to law.

13 (b) TIRE AND PLACE FOR FILING.-The return shall

14 be filed on or before the 15th day of March following the close (/

15 the calendar year with the collector for the district in which is

16 located the legal residence of the donor, or if he has no legal

17 residence in the United States, then (unless the Commissioncr

18 designates another district) with the collector as Baltimore,

19 Maryland.

20 SEC. 508. RECORDS AND SPECIAL RETURNS.

21 (a) By DoNoR.-Evey person liable to any tax im-

22 posed by this title or for the collection thereof, shall keep

2' such records, render under oath such statements, make such

24 returns, and comply with such rule and relations, as the



I

1 Commissner, with the approval of the Secretary, may from

2 time to time prescribe.

3 (b) To DETRMlNE LIA mLITY TO TAx.-When'ever

4 in the Judgment of the Commissioner necessary he may

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

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

7 records, as the Commiintr deems sufficientto show whether

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

9 SEC. 509. PAYMENT OF TAX.

10 (a) TIME OF PAYMENT.-The tax imposed by this

11 title shall be paid by the donor on or before the 15th day of

12 4Iarch following the close of the calendar year.

13 (b) EXTENSION OF TIME FOR PAYMENT.--At the re-

14: quest of the donor, the Commissioner may extend the time

I- for payment of the amount determined as the tax* by ithe

16, donor, for a period not to exceed si months from the date

17 prescribed for the payment of the tax. In such case, the

,18 amount in respect of which the extension is granted shall

19 be paid on or before the date .of the expiration of the period

,24 Qf Uhextension.

21 (c) VoLuTA1RY ADVANCE PAYMEr.-A tax im-

22 posed by this title may be paid, at the election of the donor,

'23 prior to the date prescribed for its payment.

24 (d) FRACTIONAL PARTS OF CENT.-In the payment

25 of any tax under this title a fractional part of a cent shall
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1 be disregarded unless it amounts to-one-half cent or more, in

2 which case it shall be increased tol cent.

3 (e) Rft EItas.-The collector to whom any payment

4 of any gift tax is made shall, upon request, grant to the person

5 making such payment a receipt therefor.

6 SEC. 510. LIEN FOR TAX.

7 The tax imposed by this title shall be a lien upon; all

8 gifts made during the calendar year, for ten years from

9 the time the gifts are made. If the tax is not paid when

10 due, the donee of any gift shall be personally liable for

11 such tax to the extent of the value of such gift. Any part

12 of the property comprised in the gift sold by the donee

13 to a bona fide purchaser for an adequate and full considera-

14 tion in money or money's worth shall be divested of the

1.5 lien herein imposed and the lien, to the extent of the value

10 of such gift, shall attach to all the property of the donee

17 (including after-acquired property) except any pait sold

18 to a bona flde purchaser for an adequate and full considora-

19 tim in money or money's worth. If the Commissioner is

20 satisfied that the tax liability has been fully discharged or

-21 provided for, he may, under regulations prescribed by him

22 with the approval of the Secretary, issue his certifcate,

23 releasing any or all of the property from the lien herein

24 imposed.
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1 SEC. 511. EXAMINATION OF RETURN AND DETERMINATION OP

2 TAX.

3 As soon as practicable after the return is fled the Com-

4 missioner shall examine it and shall determine the correct

5 amount of the tax.

6 SEC. 512. DEFINITION OF DEFICIENCY.

7 As used in this title in respect of the tax imposed by

8 this title the term "deficiency" means-

9 (1) The amount by which the'tax imposed by this

10 title exceeds the amount shown as the tax by the donor

11 upon his return; but the amount so shown on the return

12 shall first be increased by the amounts previously 4ssessed

13 (or collected without assessment) as a defiiency, and

14 decreased by the amounts previously abated, refunded,

16 or otherwise repaid in respect of such ta; or

16 (2) If no amount is shown as the tax by the donor

17 upon his return, or if no return is made by the donor,

1 Then ,the amount by which'the tax eTceeds the amounts

19 previously assessed (or collected without assessment) as

20 a deflcincy; but such amounts previously assessed, or

21 collected without assessment, shall first be decreased by

22 the amounts prevously abated, refunded, or otherwise

23 repaid in respect of such tax.
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I SEC. 513. ASSESSMENT AND COLLECTION OF DEFICIENCIES.

2 (a),PETITION TO BO ttD OF TAX APPEALS.-If the

3 Commissioner determines that there is a deficiency in respect

4 of the tax imposed by this title, the Commissioner is authorized

5 to send notice of such defi to the donor by registered

6 mail. Within 60 days after.:such notice is mailed (not

7 counting Sunday as the sixtieth day), the donor may fik

8 a petition with the Board of Tax Appeals for a redetermi-

9 nation of the deficiency. No assessment of a deficiency in

10 respect of the tax imposed by this title and no distraint or

11 proceeding in court for its collection shall be made, begun,

12 or prosecuted until such notice has been mailed to the donor,

13 nor until the expiration of such 60-day period, nor, if a.

14.' petition has been filed with the Board, until the decision of

15 the Board has becnne final. Notwithstanding the pro

16 of section 3224 of the Revised Statutes the making of such

.17 aswsment or the beginning of such proceeding or distraint

18 dutng the time such prohibition is in force may be enjoined

19 by a proceeding in the proper court.

2(0 For exceptions to the restrictions imposeJ n this sub-

21 section see-.

22 ,, . .(1) Subsection (d) of this section, relating to

23 waivers by the donor;

24 (2) Subsection (f) of this section, relating to

25 notifications of mathematical errors appearing upon

20 the face of the return;
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1 (3) Section 514, relating to jeopardy assessments;

2 (4) Section 516, relating to bankruptcy and

3 receiverships; and

4 (5) Section 1001 of the Revenue Act of 1926, as

5 amended, relating to asessment or collection of the

6 amount of the deficiency determined by the Board pend-

7 ing court review.

8 (b) COLLECTION OF DEFICIENCY FOUND BY

9 BOARD.-If the donor f'le8 a petition with the Board, the

10 entire amount redetermined as the deficiency by the decision of

11 the Board which has become final shall be assessed and shall

12 be paid upon notice and demand from the collector. No part

13 of the amount determined as a deficiency y t commission

14 but disallowed as such by the decision of the Board which has'

15 become final shall be assessed or be collected by d'israint or

I, by proceeding in court with or without assesment.

17 (a) FAILURE TO FILE PETITIo.-Ilf the donor does

18 not file a petition with the Board within the time prescribed in

19 subsection (a) the deficiency, notice of which has been mailed

20 to the donor, shall be asessed, and shall be paid upon notice

21 and demand from the collector.

,22 (d) WAIVER OF REs'l'nTJo.-The donor shall

23 at any time have the right, by a signed notice in writing filed

24 with the Commissioner, to waive the restrictions provided in



21M

1 subsection (a) on the assessmnt and collection of the whole

2 or any part of the defi'ency.

3 (e) INCREASE OF DEFIClENCY AFTER NOTICE

4 MAtLEn.-The Board shall have jurisdiction to redetermine

5 the correct amount of the deficiency even if the amount so

6 redetermined is greater than the amount of the deficiency,

7 notice of which has been mailed to the donor, and to determine

8 whether any additional amount or addition to the tax should

9 be assessed, if claim therefor is asserted by the Commisswiner

10 at or before the hearing or a rehearing.

11 (f) FuRTnHR DEFiciENCY LETTERS RESTRICTED.--

12 If the Commissioner has mailed to the donor notice of a

13 deficiency as provided in subsection (a) of this section, and

14 the donor files a petition with the Board within the time

15 prescribed in such subsection, the Commissioner shall have

16 no rzght to determine any additional deficiency =n respect

17 of the same calendar year, except in the case of fraud, and

18 except as provided in subsection (e) of this section, relating

19 to assertion of greater deficiencies before the Board, or in

20 section 514(c), relating to the making of jeopardy assess-

21 ments. If the donor is notified that, on account of a mathe-

22 matical error appearing upon the face of the return, an

23 amount of tax in excess of that shown upon the return is

24 due, and that an assessment of the tax has been or will be

),5 made on the basis of what would have been the correct amount



1 of tax Gat for the 'mathematical error, such noti'e shall not

2 be considered (for the purposes of this subsection, or of sub-

3 section (a) of this section, prohibiting assessment and collec-

4 tion until votice of deficiency has been mailed, or of section

5 '58(c), prohibiting credits or refunds after petition to the

6 Board of Tax Appeals) as a notice of a deficiency, and the

' donor shall have no right to file a petition with the Board

8 based on such notice, nor shall such assessment or collection

9 be prohibited by the provisions of subsection (a) of this

10 section.

11 (g) JURISDICTION OVER OTHER CALENDAR

12 YEARS.-The Board in redetermining a deficiency in respect

13 of any calendar year shall consider such facts with relation

14 to the taxes for other calendar year's as may be necessary

15 correctly to redetermine the amount of such deficiency, but in

16 so doing shall have no jurisdiction to determine whether or

17 not the tax for any other calendar year has been overpaid

18 or underpaid.'

19 (h) FINAL DwESIONS OF BOARD.-For the pur-
20) 'poses of this title the date on which a decision of the Board

21 becomes final shall be determined according to the provisions

22 of section 1005 of the Revenue Act of 1926.

23 (i) EXTENSION OF TImE FOR PAYMENT OF DEFI-

24 CIENCIEs.-Where it is shown to the satisfaction of the

"I; t. A. 40236-; 15



, Commissioner that the payment of a deficiency upon the date

2 prescribed for the payment thereof will result in undue hard-

3 ship to the donor the Commissioner, with the approval of the

4 Secretary (except where the deficiency is due to negligene,

5 to intentional disregard of rules and regulations, or to fraud

6 with intent to evade tax), may grant an extension for the

7 payment of such deficiency or any part thereof for a period

S not in excess of eighteen months, and, in exceptional cases,

9 for a further period not in excess of twelve months. If an

10 extension is granted, the Commissioner may require the

11 donor to furnish a bond in such amount, not exceeding double

12 the amount of the deficiency, and with such sureties, as the

13 Comm'sioner deems necessary, conditioned upon the pay-

14 ment of the deficiency in accordance with the term of the

15 extension.

16 (j) ADDRESS FOR NOTICE OF DEFWIENyc.-In the

17 absence of notice to the Commissioner under section 527(a)

18 of the existence of a fiduciary relationship, notice of a

19 deficiency in respect of a tax imposed by this title, if mailed

20 to the donor at his last known address, shall be sufficient

21 for the purposes of this title even if such donor is decased,

22 or is under a legal disability.

23 SEC. 514. JEOPARDY ASSESSMENTS.

24, (a) AUTHORITY FOR MAKN.-If the, Jommie-

25 sioner believes that the assessment or collection, of a defiiency



will be jeo a~'dize( by delay, he shall immediately asses su4

2. defiaciecy (together with all interest, additional amounts, or

3 additions to the tax provided for bV law) and notice and

4 demand shall be made by the collector for the payment

5 thereof.

6 (b) DEFICIENCY LETTRS.-If the jeopardy assess-

7 meant is made before any notice in respect of the tax to which

8 the jeopardy assessment relates has been mailed under section

9 513(a), then the Commissioner shall mail a notice under

10 such subsection within 60 days after the making of the

11 assessment.

12 (c) AMOUNT ASSESSABLE BEFORE DECISION OF,

13 BOARD.-The jeopardy assessment may be made in respect

14 of a deficiency greater or less than that notice of which

J.5 has been mailed to the donor, despite the provisions of seQ-:

16 tion 513(f) prohibiting the determination of additional do-

17 ficiencies, and whether or not the donor has theretofore filed,

18 a petition.with the Board of Tax Appeals. The Commis-,

19 sioner shall notify the Board of the amount of such assess,

20 ment, if the petition is filed.it the Boar" before the manid

21 of the assesmnwt or is subsequently fded, ,and. the Boar ,

22 shall have jurisdiction to redetermine the entire amount of(

23, the deficiency and of all amounts assessed at the same time.

24 in connection thereuith.



-a,. -. A~. a. ~a.. a~a-a . ~.,

( !A \ m" o ur 'ASSESSABLE AFTER DECiSiON OF

§ IbO.ARD.-if the jeopardy assessment is made after the

'a"de "6mfth Boa.d is rendered, such assessment'may be

4 deonly'in respect of the deficiency determined by the

5 Board in its decision.

6 " (e) ExPiATION OF RiGHT' To AsSESS.-A jeopardy

'assessment may not be made after the*decision of the Board

h sI come final or aftei the donor has filed a petition for

9 1,review of the* decision of the Board.

0'' (f) BoND TO STAY COLLECTION.-Whe'n a jeopardy

11 assessment has been made, the donor, within 10 days after

12" nbtiehnd demand from'the collector for the payment of ihe

18 "'aihount of the assessment, may obtain a stay of collection

14 "f he "hOle o any part of the 'iamounrt of'the assemsmnent

15 '. filing' with the colletor 'a bond in sneh amount, not ex-,

le. eding' double the amount as to which the stay is desired,
1";and~" ith. 46A sureties, as the collector deems necessary, con-

18 "Wditidned 'upon' the payment of so much of the amount,

19 ;the collection, of "which is 'stayed by the bond, as is not

214 -iMbztd b'a 'de of the Board which has 'become final,

A2 tbgether" with 'kierest "hereon as 'provided in section 523 or

221 524(b) (4).' ' a

a a ( (g) 8AM -- FRTtER t oNwTio.-If the' bond is

24 given before the donor has f!Ied hs petition with the Board

25 under subsection (a) of section 513(a), the bond shall con-



1, rain a further conditionthat, if a petition- it notoiued within

2 the period provided ,in such subsection, then the, amount the

3 collection of which i8s8tayed by the bond will be; paid on

4 notice and demand at any time after the epiration, of such

5 period, together with interest- thereon atthe rate of 6.'.per

6 centum per annum from, the date of, the ,jepay notice; und

7, demand to the date of notice and demand under this subsection.

8 (h) WAIVER ''o SAY.-,-Upot the filing of the bond

9 the collection of so much of the amount assessed as is cored

10 by the bond shall be stayed. The donor shAM -have ,the fiTht

11 to waive such stay at any time in. reaped of the' whole I or

4,2 ,any part of the amount covered "by the bond/ and if W a

13 result of such waiver ant 'part of the amount, covered b# Mhe

14 bond is paid, then the b nd shall, at, the reqaest of the dSior,

15 be proportionately roduOd. -If the Board detersnines that Ihe

16 'amount, ased ,is ' greater than,, t1, amount i which sitdd

17 have been assessed, then when, the decisonof1 the,I"oaMd is

18 rendered the bond shall, 'at the request ,of the ,dowri% be lJo-

19portionately - educdr ' -

,'20 .. (i)CoLnECit O , or UPAi D Amom&'W"V hen)ljhe

•21 petition has been filed with dtelBoard, and whe ths ambknt

22 whih, should have, been assesed hasbdm deteomied by a

23 .- deciiof of the Board which, has,beome final, thenany

24-1., unpaid, portion, the collection' of which has been , stayed":.by

'25 the bOnd, shall i collected as part of the tai tponnotie -4nd
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1 demand from the collector, and any remaining portion of the

2 a ssment shall be abated. If the, amount already oll"cted

. e,,,ceed tJhe amount determined as the amount which should

4 have, been assessed, wh excess shall be credited or refunded

5 as provided in section 528, without the fading of claim there-

A, for. ,if-te amount determined as the amount which should

7 have been assessed 'is greater than the amount 'ad*Waly

,8 am d, then the differewe shall be asss and shall be

9 colleted as part of the, tax upon notice and demand from

10 the oree.

'11 SEC. 515., CLAIMS IN ABATEMENT."

12 .,No claim .in .abatement shall be filed in, respect of any

13. amwe ent. in reset. of anVj tax imposed by this title.

14 SEC. 516.BDANKRUPTCY AND RECEIVERSHIPS.

15 (a) IMMEDATE A&,ss EN,--Upon the adjudica-

'16,, tion of ., bankrupt, of .any donor ..in any ,,bankrtpjcy

17, ,.,,roeeding or the appointment of a-.receiver, for any door

* .! iny.reeivershipproc ding before any caurt of the United

19 Statis or of any State or Territor, orof the Ditri; of,

20., \Cvlumbia, any. deficiency ,(together. with, all, interest, addi-

U. ., tional eount, or additions to the ta, provided for, law)

22 determined by the Commisioner in reset of at Wimposed

S .3 by this title, upon such, donor shall, despite te 'res actions

L 24 imposed bqj section 513(a) upon assessments be immediskly

25, apeued if suc dv eflciencq ham~ the gretoor .,beeo %aed

jlf



i rn amvrdanee w0h ,law.., is4 for $A &A , at4 Wh
2 interest, additional amo. and; additio,o tp f a. be
3 p.ented, /or adjudication in .acwrdancewith ;law, to the
4 courl before which, the bankrUtoy .or receivership proceeding

5 is pending, despite, the pendenqy, of .proqeediags for t 'he
6, rektirminatio, of the, delien in ptrsuawe of a petition

A to +1 , Board; ut no petition, for any u4 & redrminatjon
8 4e -be, %fld with th .Board after, the adjudication of bank-

9 rupkyor the appointment ofthe, receiver..
10 (b) UNPAIVD L*Ma .r-Any portion Of the claim
11 allowed in ouch bankr pty or roeevership pproeding which

-, 12 ,,is unpaU. hall; be POOd by. Ae domr,upon. n/ot'ce and demand

13. from As. collector affer the termination. of, ouch proceeding,
14 .and tmay.be ,aolletd, by distraint, or proceeding in cort
15 withinn ,ix years, after rmination of Mch,. pnceeding.
',, Rxtensiof time f or st p(zymet 4ybe .h in the same
17 manner and subject to the same prM v"j', fwd lAitaions3qs

18 are provicidedin section. 01() 2().~d54 (k) (3)
'19_ ihe Uwe of 'a. deficency in a tax imposedy t hit.
,2O,,zc. sg PFJIIOD OF LIMIT4TION UAOPN A.WSlENT AJD

COkI, CTLQN.

92 (a) Gw.41 ULepv.vt ,asproviMe in oubseo-
., tto, (b), tae amount of tq.es imposed by tis ' hall e

4, assoe 4 w in three years after the, returnw a fle, and

~ opfroding ,in, court W4ithu a~soment fote cleio



1'of & am)lbgu~ben f~tv&tio f h ee

2 vears affet the return wafild.
8 (b) EXOEPTIO"-

'4 (1) FALs IErUvI OR VO RETUiN..-.In the

5 Case of a fabte or fraudulent return with intent to evade

6 tax or ofIa failure 'to, fle a retui the ta4"# may*"be

7 assessed, or a proceeding 'in cotrt for the colledion of

8 such tax may be begun without assessmet,, at, any time.

9 (2), COLLBwTiON' APTBhR ASSES8Mh,.W~re

10 the asssment of any tax "imposed' by this title has

1i been, made, within the statutory period of, liMitation

'12 ' !"proprWy applicable thereto, 'such', taw nay 6e' colleMte.

18 by :distraint or by a proceeding ,in, court; but, if

14' ,begun; (1) 'within six yedrs -af/ter the 'asessment of the

45 - '%,tw"oor (2) 'prior to the e pration.,of any period for

16 '"ollection agreed upon in writing by the Oommiisio ir

18 SEC. 51;S.IUSI'NSION OF 'RVNNIN6 OF 'AT.UT .

1) The ,.unnin# 'of 'the statute of limitation s pinvided i4k

20 ieci 17 on the makig of assemits healthe beiinniho

21 of distraint or a proceeding in court fO.Mllection, in respect

22 of any defien~q, shal'(aftO the maiM 6of a; notice un1

23 'ectin 513(a)) be suspendid- for. the period during' whi6d

24 the Commisi ner 1 prohibid from maKtig the", esmt
25;) # )) be~innizg diaraint o')' a' pro eedinipir, no ,'(andt in alny



til-, et nk, if a proceeding i re clt of the deficiocy s placed

',"2 on Iw doc1h e tof the Board, Until the decision of the Board

B becomes final)i' and for 60 days thereafter.

4 SEC. 519. ADDITIONS TO THE TAX IN CASE OF FAILURE to

5 FILE RETURN.

''ase of any failure to make and file a return required

\7,,,b "thiatitM,,.within the time prescribed by law or pri.

')8 "sctibed by'th Commissioner in pursuance of law,-45 per

oaenttm of the e4a shall be added to the tax-, -ecept that when

10 a return is filed after, such .ime, and it, is shown, that 'the

11 failure till it." W d's due to reasonable ' eade& and not -due' lo

12ot\ willful N10Wk no.such addition :,shall be made to the tax.

'13 k,,The amount -b added to any ta shall be collected at the same

"1' time aiQ ii the same mantiet and as 'a pwrt of, the tax unless

* 15 ,thota, has ben paid, before 'the discovery o the negct, in

'1 , hh amount 'so added shall be' collected in the

'IT -"ae n~rera'eei~.The' amo"uiit added t-o'the Wa

'8 'i ,u\tiO thitvection. shalitbe in "lieu of the 25 per .entum

1-r) addition to ie tax provided in section 3176of the" Revised

-20, tSat 8i-'s 'aneh,*id .. *

, i 'SEC.' 2OA'M~b1rIONS' O TE 'TAX, IN CASE 'OF DEFICIENCY.

~' (a)N~ O~Nl~-Ifany part o6f;'any -deficiency

'23.0 ' ike,"t ' 4e6igenem . orinteitit disregard of rules and

" " '#eTA~t0hi' but without" it"e tto defraud, 5 p&, centum of

~f th ieny (in addabn to such do-



1 fiiency) 8hall be assessed, called, wu paid' ik the same

2 manner as ifit. were a, deflei ', except kat theprovisions

3 of section 522, relating tointes1 oncdqoicnaii4,,sAU11 not

4 'be applicable.

5 (b) FRAUt.-If any part ,of, an..Vdficieny is due to

6 fraud with intent to evade tax, then 50,per oentum of *lhe

7 total ainowut of, the deficiency (in addition to, "4"e)

8 shall be.,so assesed, ollected,,d paid,.ii lieu ,'Of ,* 650

.9 per. centum addition to the tax protide,4i, sion o 3A76

10 of the Revised Steiutes, as amended.

,11 SEC. 521. INTEREST ON EXTENDED, PAYMENTS

12 (a) TAX SHowN oN RErumN.-Iftla time for pay-

13, met of the amount dtmined as x by "the, donor. is

14. extended, under the audthr of wgion6,09(), there shall
15r :,be oollec as a part of stI amount, intestatom at

16 ,4the rat, of -6 per,. qe m fairn. from the,,e¢e when

17 sua4 pywWentoydd hove be ae fn e ",,,i 1Aad

18 been granted, until, the *qsaion of ,the perao of t/v

19 at o

20 (b) DEFicw Nc.-In caea* (Wn n fqr w pay-

21 ,mentofadeiienw gisgran4, approviose,8 ion#3(i),

.22 there shall be collected, asa, part, qf the ta, intqret on te

.23 part of th defven _thetime, for paypwt of thiah is so

24 atendl, at: the rate of 6 per, centum pe ann, fort

25 periodO ofthenion,, a%4 no opr it e4 ha14 be got-

26 lected on such part ofth dfiCien for uch period.
S,, A' o ,



S E5C. 522. INTEREST, ON, DEFICIENCIES.

2 ". .:ntereetupon the amount -dee mined as a defienay

3 shall be assessed at the same time as Ithe deftio y, shall be

4 'paid upon notios and. demand from the, collector, and shall-

5 ..beolLeced as apart of th ta, at. the rate of'6 per centum

6 ,per annum-from the due date of the tax to the date )the

7 defienv. is assessed,, or, in tho ase of a waiver under

s,,ection 518(d), to,4 thirtith day after thefiling of such

9 Waiver or, 4the date the def c is ,asessed whichever is

'10 the. earlier...

11, SEC. 523. INTEREST ON JEOPARDY ASSESSMENTS.

12- in the case of the amount collected under section 514(f)

13 there, shall be collected ,at same, time as such -amount, and

14 as a part, of the tax, interest at the,rate-of 6 per centum;per

15 annum upon such amount from, the -date of, the jeopardy.

-16 notici ad tdcmand-to the date of-notice and demand under

,'17, section 5 (i), or, .,in.,, the casse' of~e., amout collected lin

18'e xcess of the amount of. tho, jeopardy assessment, interest as

19 provided in section 522.

20 SEC. 54. ADDITIONS TO T11E TAX IN'CASE OF NONPAYMENT.

,21 (a) TAx SHowNoN IEko v R RN,,

S22.., . .(1).,4PAYMENT'NOT EXr'ENpED. .- Where the

23 amount- (etnrmined bg, ,the donor as the tax imposed by

24 thi, title, or- any part of ,such .amountt4 is, not paid on

25 the due date of the tax, there shall be collected as a



part of the tax, interest upon such unpaid amount at

2 the rate'of 1 per centum a month from, the due date
", 3. untiit io aid. .,,

4 (2) PAYMENT BXibNDD.--Where an extension

5t 'of time fo, payment of, the, amount 8o determined as

6 the tax by the, donor has bee granted, and the amount

7 the time for payment of which has been extended, and

8 the interest thereon determined under section 521(a),

9is, not paid in full prior to the expiration of the period

10 of the extension, then, in lieu of the interest provided

S 1 for in paragraph, (1) of this subsection, interest at

'2the -rate of 1 per centum a -month shall be collected on

f f 13such unpaid amount from the date of the. expiration

14, - of the period of th; extension until it is paid.

15 (b) DEnICINCY--

16, (1) PAY' ENT NOT EXTENDED.-Where a defi-

' 17 oiew, or any interest assessed in connection therewith

18 under section 522, 'or any addition to the tax provided

19 fow in section 3176 of the Revised Statutes, is not paid

.120'-r is full, within 10, days from the, date of notice and

21 demand from, the" collector, there shall be collected as

22 part of the tax, interest upon the unpaid amount at

the rate of 1 per centum a, month from the date of such

14 . notice and demand until it is paid.
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(2) FILING OF JEOPARDYJOlND.-Ifa bond is

filed, as provided in section 514, the proswons of

paragraph (1) of this subsection'shall not apply to the

amount' covered by the bond.'

(3) PAYMENT EXTENDED.) -If the'part of the

deficiency the time for payment of which iS extended

as provided in section 513(i) is not paid in' accordance

with the terms of the extension, thee shall be collected,

as a part of the tax, interest on such'unpaid amount at

the rate of 1 per centum a month for the period from

the time fixed by the terms of the eXtens1in for its pay-

ment until it is paid, and 'no other interest shall be

collected on'such unpaid amount fOr sUCh period.

(4) JEOPARDY A SSESSMENT-PAYMENT STAYED
BY BOND.-If the amount included in t e notice and

demand from the" collector under section 514(i) 'is not

paid in full within 10 days after' ,?uh notice 'and

demand, then there shall be collected, as part of the tax,

interest upon the unpaid amount at the rate of 1 per

centum a month from the date of such notice and demand

until it is paid.

(5) iNTEREST IN CASE OF BANKRUPTCY AND

RECEIVERSHIPS.--If the unpaid portion of the claim

allowed in a bankruptcy or receivership proceeding, as

provided in section 516, is not paid in' full within 10



1 days from the date of notice and demand from the col-

2 lector, then there shall be collected as a part of such

3 amount interest upon the unpaid portion thereof at the

4 rate of 1 per centum a month from the date of such

5 notice and demand until payment.

6 SEC. 525. PENALTIES.

7 Any person required under this title to pay any tax,

8 or required by law or regulations made under authority

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

10 information, for the purposes of the computation, assessment,

11 or collection of any tax imposed by this title, who willfully

12 fails to pay such tax, make such return, keep such records,

13 or supply such information, at the time or times required

14 by law or regulations, shall, in addition to other penalties

15 provided by law, be guilty of a misdemeanor and, upon, con-

16 viction thereof, be fined not more than $10,000, or imprisoned

17 for not more than one year, or both, together with the cost,

18 of. prosecution.

19 SEC. 526. TRANSFERRED ASSETS.

20 (a) METHOD OF COLLECTION.-The amounts of the

21 following liabilities shall, except as hereinafter in this section

22 provided, be asssed, collected, and paid in the same manner

23 and subject to the same provisions and limitations as in the

24 case of a deficiency in the tax imposed by this title (including

25 the provisions in case of delinquency in payment after notice
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1 and demand, the provisions authorizing distraint and pro-

2 seedings in court for collection, and the provisions prohibiting

3 claims and suits for refunds):

4 (1) TRANSFEREEs.-The liability, at law or in

5 equity, of a transferee of property of a donor, in respect

6 of the tax (including interest, additional amounts, and

7 additions to the tax provided by law) imposed by this

8 title.

9 (2) FIDUCIARIES.-The liability of a fiduciary

10 under section 3467 of the Revised Statutes [U. S. C.,

11 title 31, see. 192] in respect of the payment of any such

12 tax from the estate of the donor.

13 Any such liability may be either as to the amount of tax

14 shown on the return or as to any deficiency in tax.

15 (b) PRIOD oF LitlTATION.-The period of limita-

16, tion for assessment of any such liability of a transferee or

17 fiduciary shall be as follows:

18 (1) Within one year after the expiration of the

19 period of limitation for assessment against the donor.

20 (2) If a court proceeding against the donor for

21 the collection of the tax has been begun within the period

22 provided in paragraph (1), then within one year

23 after return of execution in such proceeding.

24 (,) PBIOD FoR ASSESSmENT A GA NsT DONoR.-

25 For the purposes of this section, if the donor is deceased,



1 the period of limitation for assessment aga insti "lzdonor

2 shall be' the period that Would be in effect had the' deatt

3 not occurred.

(d) SUSPENSION OF RUNtiNG Of STATUTE OF Ltli-
5 ITATION.-The running of t1', statutof li itaaons upon

6 the assessment of the liability of a transferee fidueia

shall, after the mailing of the notice under secitin 513(a)

8 to the transferee or fiduciary, be suspended fr the period

9 during which the Commissioner is prohibited from making

10 the assessment in respect of the liability of the transferee or

11 fiduciary (and in any event,' if a proceeding in respect 0

12 the liability is placed on the "docket of the" Board, until the

13 deciaio of the Board becomes final), and for 60' days

14 thereafter.

15 (e) PROWBtIP6N OF SUITS TO0' RESTRAIN EN-

16 FORCEMENT OF LIABILiTY OF TRANSFEREE OR FbueI-

17 AR.-No suit shall be maintained in any court for the pu

18 pose of restraining the assessment or' 'Collection of (1) th

19 amount of the liability, at law or in equity, of a transfer'

20 of property of a donor in respect of any gift tax, or (2) the

21 amount of the liability of a fiduciary under sectWm 3467 of

22 the Revised Statutes [U. S. '6., title 31, sec. i92' in respect

23 of any such tax.

24 (f) DEFiNiTiO. OF "TRANSFERE ".-As used in"

25 this' section, 'the term transfereee" in i sti" dtaee,h ir,

26 legatee, devie, and distributee.



1 '"" (i)ADDRES FOR NOTICE OF LI ZtBY..--In 0

2 absence of notice to the commissionr under action 527(b),

,,of the. aiwe of. a' fiduiary relationship, notice of liability

4,enforeeable -under this section in respect of a tax imposed by.

5W We, if, mailed to -the p eson, sti t to th 'y at hid

6 last knoum address, shall be suffienk for thd purposes of this

7 title even if such person is deceased, or is under .a legaldis4

ability, o, -in the4 case of a corporation, has ter nated its

10 SEC. 527. NOTICE OF FIDUCIARY RELATIONSHIP.,

if :' . (a) FIDUCIARY-OP DOvoR.-Upon notice to the,

12 Commissiner that any person is adding in a udciar#i

13 capacity such fiduoia- shall assume the powers, rights, I

14' dutid; and privileges of the donor in tespect 9f a tax imposed!

16 ly ,this mlftet#sotherwise ,specifically provide andf

16 eimptr that the tax shall -be ooomtd fron th, estate ofte

1 ?'donor), Uttil noe is 4iven at 'the fiduciary capacity has

18/ tehtuina d

1,q " .(b),FD tuczARY or TRAN&FNW-Upon notice to

21 apacit ./or a pem 8ub et to te Jiabiily ipecified in:

22 sioi~ 626j, -As, -Muciary- sA11 4sumwe, vn, beh~f of su&

23 Pe lw'"OW 18, .khs, ,duties, and, priile of suck,

24' pers , under, ,nwh section (eavpt that theiability shall be,-



1, oUeced from the estate of such person), unti notice is givet!
0

2,, that the fiduciary capacity has terminated.

'(c) M'A(ANNs'Wv,, OF NoICn..-.Notice under sueation

4, (a) ,or (b).-shaU be given in accrdane. with ulatatr

5'procr.bed by t4, Commt'wonr uith the approval of the

6 .secretary ,

7 SEC. 528. REFUNDS AND CREDITS.

8 (a) ur2goi z4aToN.--Where t1e has been an over.

9 payment of any tax imposed by this title, to amount of such

10 overpayment shal .b credited, against any gift tax then due,

11', from the., taxpayer, and.; any balance, 8hall be,: refunded

12 immediately to the tapayer.

13 ,, (b),LI TwAoN ON ALowANE.-

.ref"nd. shall be allowed, or mtd after three years from.

16, , .-the time e, tax -was paid, unes before the ration

17 of -such period 4l claim thieref or is filed by the, taxpayer.

18 (2) LimIT ON AMOuN T OF CnT OR RE-

19, FuN., ..---The amount of the credit or refundshall not

70 - ceed the portion of t .ta paid during the three years,

21 immiediately preceding the filing of dow claim, or if nq..

22 claim was fid dm i during .the three yeaws. immediately

23, preceding the allowance of -hd credit or refund.

2 (61 E1 c aO PETITIO TOo the om7.afno."of

25 min ioner hao mailed to the taxpayer a noti of; deficency



fO> Under scion 618 l(a) 4d ifth payerfiee a piionwith

s the Board of Tax Appealu within the time presribed in such

m sm cion, n c redit or refund in res t of ta fourth,

4 calendar year' in -respe of which the Commiione, ha.

5 determined the deficiency shall be allowed or ma& and no

6 suit by the taxpayer for, the recovery of any part of su

7 . tax ail be institutod in any court e'xpt-

8. (1) As to ,overpayments determined by, a dci

9 sionof the Board which has become final; and

10 (2) As to any amount collected in excess of an;

11 amount computed in accordance with the decision of

12 the Board which has become final; and

13. (8), As to any amunt collected .after. te perio4h

14 of limitation upon the beginning of distraint or a, pro.

15 feeding in court for collection ia e-pired; but in any

16 such claim for credit or refund or in any suh suit fori

* refund the decision, of the Board which has become final, i

Is ato whether &whc period has ap'ired beore, the noticq

19 ' :,of, depienc was, mailed, shall be concltsivet

20 ,..,(d) O1VRRPA MONT FOUND BY BOARD.-47f 1,

21 Board finds that there is no deficiency and furtrfis th

22, tlte .zxpyor h! ma4e an pvepqyment of tawin, respectof

the ta 16*l year in rapec tf, which the Comm n dlees,

24 mined the d nq, .the Board shall have jur . iqtiqn to

2A determine the amount of such overpayment, and such amount



ahall edi fte, admaeo , 6.nore fmr fal,i

g credited. or,,ref uned -to te taxpayer. No euaI- credi of.

Refund sAnllg b vmd of any, poton of .,the, to paid m0or

4 'thank threi years beforete filing oftheo da*~ or dwe fding

5, iof the petiion,' wMicheve i8 e arlier.

SSEC. Wh 1496 MADEA APPLICABLE.

7 All administrative, ape.oialp or stamp provisomu of law;

8 Oinvg 1Ilaw relatgto te Wa ment'ftax, o0far

9 as applicable, are hereby extended to and made a part of

10 tistie.

11 SEC. 30. RULES AND REGULATIONS.

12 The Commi~iione, with the 'approval of the Secretary

Sshallpresibe and publish all needful ndee, and regulations;

14 fortmeenforcem~t Oftkia title.,

1 'SEC. M31. I)EflNITONS.

18. For & ptpo8m of t t

17 -(a) CALENDAR YAR.,--ThC term "calendar year

18, includes only the calendar year 1932 and m'uceeding calendar

19 years, and, in the cae of the calendar yw 1932, indude

20' only the portion of such year after the date 6f the enactment

21 of, thi Ac.
22, ' " (b) PROPERTY WITHIN UNITB 8rAzX&-& %c91kin a

28 domestic corporation owned-and held by a omid7ent shall

24 be demed property situated within the United Statm.
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1 S 526 SBORr TL,

2 This title may be cited as the "Gift Tax, At of 1932 ".

8_ , TITLE IV,.-MANUFACTURERS' EXCISE TAX

.4 SEC, 60 . EXCISE TAXES ON CERTAIN ARTICLES.

5 (a) In addition to any other ta or duty' imposed by

6 law, there hall be impod taxs proded in subsectidn

'7 ,(c) on every article imported into the United States.

8 . (b) The tax imposed under subetio (a) shal', be

9 levied, assessed; collected, and paid in the same manneW, as

16 a duty impaoed by the Tariff Act of, 1930, and shaUbe

11 treated for the purposes of all provisions of law relaliAg

12 to the customs revenue as a duty imposed by such Act, exrApt

t3 that-

14 . .... (1) the value on which such tax, a be basd

shall be the sum of (A) the dutiable, value (un&r

10 section, 503 of such Act) of the artice plus (B) '.he

17' cutoms duties, if any, imposed thereont under any proti-

18, ajon of law; -; I

19 (2)' for t. purpose, of section, 489 of eh 'Act

20 (lelatn, to additional dtiN* in &erWi cas#. of a. undo-

21 valuation) such tax shall not be .*ude.edi an Itd

22• v nal , ra of duij or a duty wsed upon or regulaed

28 i aoy; manner by the value of the artieW and for the

44u proewof ,iti6n 886 ofa oh A4 (thoe o-called Po"



ible tari/ provision) such ti x1shallnotbe. conired a

duty;\' • ...

3 (3) such tax haltf o ., be, immpo upon any

4 article imported prior, to the dateion which'this title

"6, . (4) no' drawback of such tax, exceptt ,tax paid

7 upon the importation of, an article, derived, in fttb-

, 8 , ,section (c) .(4)) shall be allowed undo section 313 (a),

,9 , (b), or (f) of the Tariff Act of 1930 or any provision

10 .,' of lawallowing a drawbackof customs duties on articles

11 ,.manufactured or produced with the use of duty-paid

12 materials;

13 (5) such Ia= shall be imposed in full notwithstand-

,14 ' ing any provson ,of. Jaw or treaty, granting exempin

15 . from or reduction of duties to products of any posses

0 of the ,United States or of any country.

7 ,(c) There is hereby imposed upon the:following articles

18 sold in the United States by the mainfactsreror produr,

19 A or. imported, into the, United- ,States, a tax gat the rates h ce

,20 i after set.forth, ,to e paidby. the manu*aUrer, producer,

22'. (1)L Lubricating oiLs, of. the grades designated (at

the time of the enacaent of, thisApt) . by Soiy4!jof

-24 -,Automrotiuie Engineeo's vimmxitynumAMre 20 to 01~

25 inclusive, 4 cens a gallon.

-Al .y

-I



'I',"

(2) rewr'*uivrt, liquid v*aI,. malt 8 yrup~, and

.:malt- extract, fuid, solidj' or 'condense til..sldt

8 -a ae , for in baking, or, ,to a ianifdureof

4 - malted milk or ,m icinal, prodts'for use in the manu-

fau re of such product) , if containing loss 0 han,15

,,A ., .,per c enum of solics by weight, 5MAU .al,aon;, if

7 .containing,15 per centum or more ,Of soids by, wight,

8 35 centsa gl.on - "

9 .(8) Grape syrup,,. grape, concentrate, a4nd, evapo-

1.0 rad ape juice, if conta mingmore than,35, per-centum

1 of o u~ars. by weight and, not containing preservative

12 sufficient to prevent fenmentation when diluted, ,40 per

13 centum of the price for which sold or in, ikecase of
1.,4' s,",ah arfid, imported into. t. United, State, 40 per

cenum advalorem.

'. .t (4).Orude petroleum,,fud oildeitv4 from petro-

17 ' l". um, ,gas,oil derived front petrOleum, andgasolin,, 1

18 cent a gallon; but th tae on wthe artieW described in

19 this paragraph shall, apply. only with respect , to .the

. importatin."of uch'. artiqe... .- ;;

21-- '(6) That, an. exW s ,, lbelsViod,,t ..olled

lt 2 -paiJ"ponthed, 4ro- hereinaftert drb art.cl when

,W~simported froM any frn'eign country into, theUnited

9.4 Stae& p t o*al, (anthr~ito,-%or, ~N~wp ) ookej (or

935 waor. wok briquotl W0 ct.per on h4aurediPOUnds



.,9C. 60i. TAX ON TOLET.PKPARATIONS$ ETC.

. T1er .. is hereby imposed upon, he following articles,

"3-, sold.by, he mernufaoture producer,.or !importer, a tax

4- ,equivalent to 10 per, cetum of the pmic*e for. which so- sd:

,'5 .Perfum9e, eence,,extracta, toilet watea, cosmetics, pero-

6, Mum jefin, hair oi, pomadeS, hair during, ,hair restora-

•'1.7 tis, hir dyes, tooth and,,mout4 wask,,nif rics, Wth

8 pastes, aromatic cachous, toilet soap, toilet powders, and any

9 similar sbance, article, or preparation, by whatsotOer

10. nameoknown or distinguishd; any of the, aboae which tae

I1, used, or applied or intended to be used, or, applied for toilet

12 'yrps.

,1 .SC,6OT AX ON PuL.

'14 A There is hereby imposed upon thejfollowing articles, sold

15 by the manufacturer, producer, or importer a tax equiv.jet

16- to 10 per cetum of tw price for which. o'aoid: Articles ma4e

\17 of fur on the hide orpelt or of which any such fur is, te

181, component material of chief value.

19" SkC. 604. TAX ON JEWVJY, AT.

20 There is hereby impod opon tho following artiles, sold

9,. by -the manufactrer, produr, -or importr, a tax equivalent

22r to 10 per centum of to prI frr which rosold,: All art'4es
3" eommondy or" ommercally Akotim as. jwelr, whether ral

Itely wh eal ,

24 or ioiitiof; ears; pr ious ad somipreeoii sinte , ord

2'iit"gi* thereof; arti mde of% 'or oraihwnted, mouftkd



,A', 4 o,,n"t wd with ,'pi ,iow,,4ls o., imitaof8 thereof or ivory

~ 3 'hti~wudn~iur~&~l 'nuru~nzs);i~ wkuhev' eloks; opera

a" %gkW*;J. tgtqep aite ai;'fed*l~e' and

'4 SEWu WTAI'bN TOilOBILES, (" ~

",, " ke ,'is,'.heeby!, imposed , upon, the followiny- art e,
--:4''x8Od b, y &,. t1M,,manufrseturer, , ,produe, or ,, im~orter, , a -,tax,

'8 equvalnt~ flloi4petcetpso of: tke price -for which

, ',. ,y,( u, .A ut~onb ,tru , , dtaais &nd automobile trek

III i, ,bodiw., (m uiij in ,both, cam parts ,or , access rieo , therpfpr

2 ,x, sold on cl, i 6oneetivni\ iher With. otr -ith, the- sidt thereof),

%,,S tper,,eatm., AP sale of an iwitmnobile trck- shall, for,tle

:18 A \,i ,\(bJ' ,Otkw :at**nbiWcltaseis, ,.iod, bodies ",and, mqtqr-
',,17-h'*be oaseaspaisl or itter fr

18 sold on or in connection therewith.# Wwi& tlhe sal thereqf),

19 acept tractors, 3 per centum..e.-A's*tirf naultobile &W,

'.' 'f" othU , 'jA ,poes,:of ,jthise t&et6, ,be. conided to 1 ,:a

,2&t,~2 a "Ptti r ' 60880r&. f for 'q4#, ofl th6\a/" qortd e -

24, purposes of this subsection and subsections (a) and (b),

216 spark plugs, storage batteries, leaf springs, -cos, tigers,



ti,'i, inner tubes and ire, chains,, whio4 6re suite for we

on, or in connection with;, tr as ,cmponn pars 'of, an. of

;" the -a'tidcW enumerated in. subsectioM i (a). k or -(b,, Thal" be

4 cousidered party or acce&srie8 for such artid k, wuthWeor

not primarily adapted ]or, mudhl-use. This sub6acfon faWl

6' not apply *to ehaskor bodifor.'autom'. frck or other

-7 ' autklobiles., Under regulationsw presribed by, ,, h omMii-

8 sioner,' ivith the approval of h Seoretay, the tav under 4hi8

9 subsection shall not apply in the case of sales of parti or

1(' ac csories by the manufacturer, producer; or importer teJa

•II:,manufactu rer or producer of,, an!, of the articles enwnerdkd

'12 in -ubecdii (a). or, (b), ,If -ny 'sch parts or awesdriea

i3 ,' are resold by such vendee otherwise than..on -. n or nectibil

14 with, or with the, sale, of, an,, articM enumerated in. eubsecion

16 (a) or (b) and manufactured. or, produced by ch... vendee,

16 ,then fotlul purposes of this semion the vme, shalt be aow

"17 'idered the manufacturer or produe'orof the'. parts" or

:18 .acc~,soTe~ssoW .,, .. ,.* ...

Ij, W&. 06 TAX ONBO.tS..

,20 ;, \ ,There is hereby imposed: upon. Ow f[olloww artiet,

21 sold by the manufacturer, pwdueer, or, im4po , a 'X

22_ quivalen to, 10 per centum of the. prfr ,which, so tN:

J98 Yaekt4 iand n to tor. 1oWats not dc~ignd for sr&d) 0ingi -hr

'12



,"'V ~tio~t~efew~;and pleaer.boolaf ad pleasure -canoeq if

E3 SC. 697. TAXi ONt RADIO, RECEIVING ,ST.S ,'ETC, ,,' ft

4. ,e eVTh- -e r j p(d upon the follo wig at

-, ,o l by de manu/atueri, producer, or import, a Va

0 k. eqvm!dnt to,5 pe con um of the, I prioe. which'o sWd:

7" Cha ei., ca ,,eA tubeg, vprodudig unith, power pask, and

", 8. photwojrapk ha'iism& sitable for te in connection th

9 ,. os rt of. adioc,reiminj amt oe om inatim, 'radio and

lo). phonograph sets (induding in, eah oam parts or ,acessote

4 <!" thc)for sold ov' or'in connectiim 'therewith or with the Mle

12,- thereof), -and "reodsfor phnog'aphs',''A hale of any 'tt'o

,3- -;,'r ore, of the. above articldishall, for the"purepos "of tis

14' .ot nm;'b, .ondeed a s* of-eackeparately. ' "'

1:, SEC. 608.fAXON MECfAIAL- R9tMt ERATO7R;.'

lO~ ~'Thre s eriby imposedupon thefol lgartices, M)d

't'ib the mnufactooei &p6dse,' tr Morter, at~etia~n

18 to 5 per cenium of the :t&fce foH'ikh f 'b61d.' " .

Sa) Hou Aio typ refiigerittorss (for sifato or mtdU~le

'20, -cabhMe inetallatonh.) .optrated 'with ."eleriiwty,\ga, 'kero#e,

~l or the mer~ '(nc~din patsos'a'~~n'estherefor Mid

on', 0,. in w"en "t'fheevlh , ith th ie t" ) £

bMait, pes, oes r ,.eipan u",

'A I .



I awr oomponens ") for, or suitable /or u e as part of or with,

2 any of the articles enumerated in mbrction (a) (inrluding in

S each case parts9 or aceoies for .tck refrigerator components

4 sold on or in connection therwith or with the sale thereof)

Except when sold as compment parts of complete refriger-

6 actors or reft'geratin or cooling apparatus. Unt:r regula-

7 tios prescribed by the Commis e, with the approval of

9 the Secretary, the tax under this mbsection shall not apply in

9 tIe case of sales of any sad refrigerator components by the

10 manufacturer, producer, or importer to a manufacturer oi,

11 producer of refrigerators or refrigerating or cooling. appa-

12 ratus. If any such refrigerator components are resold by

18 sudi vendee otherwise than on or in connection with, or with

14 the sale of, refrigerators or refrigerating or cooling apparatus,

15 manufactured or produced by sch ve ndee, then for the pur-

16 poses of this action the vendee 4dul' be ,mc idered the manu-

17 facturer or producer of the refrigeraW components so resold.

18 SEC. 609. TAX ON SPORTING GOODS.

19 There is hereby imposed upon the following articles,

21i sold by the manufacturer,, producer, or importer, a tax

21 equivalent to 10 per entum of the price for which so sold:

22 Tennis rackets, nets, racket cove's and presses, skates, snow-

28 shoes, .kis, toboggans, canoe paddles and cushions, polo mal-

24 lets) baseball bats, gloves, ma .k protedos, shOes and uni-

25 forms, football helmets, harness and goals, basket-ball goals



1 and uniforms, golf bags and clubs, lacrosse sticks, balls of

2. all kinds, including baseballs, footballs, tennis, golf, lacrosse,

8 billiard and pool balls, fuhing rods and reels, billiard and

4 pool tables, chess and checker boards and pieces, dice, games

5 and parts of games (except playing cards and children'.

6 Joys and ames); and all similar mtioles commo9 or comw

7 mercially known as sporting goods.

& SKC. 610. TAX ON FIREARMS, SHELLS, AND CARTRIDGES. I

9 There is hereby imposed upon firearm, shells, and

10 cartridges, sold by the manufacturer, producer, or importer,;

11 a tax equivalent to 10 per oentum of the price fdr which s

12 sold. The tax imposed by this section shall not apply (1) to!

1$ articles sold for the use of the United States, any Stati;

14 Territory, or possneion of the United States, any politied I

15 subivision thereof, or the District of Columbia, or (2) to I

1; pistols and revolvers.

17 SEC. 611. TAX -ON CAMERAS.

"18 There is hereby imposed upon cameras, weighing not I

19 more than 100 pounds, and leiwts for such cameras, sold byj

20 the manufacturer, producer, or importer, a tax equivalent'

21 to 10 per centum of the price for which so sold.

22 SEC. 612. TAX ON MATCHES.

23 Tlre is hereby imposed upon matches, sold by the

24 manufacturer, producer, or importer, a tax of 4 cents p*-

25 1,000 mateW.



21W.,,

1 SEC. 613. TAX ON CANDY.

2 There is hereby imposed upon candy, sold by the manu±

" facturer, producer, or importer, a tax equivalent to 5 pet

centum, of the. price for which so sold., j .

5 SEC. 614. TAX ON CHEWING GUM.

6. There is hereby imposed upon chewing gum or substi

7 tutes therefor, sold by the manufacturer, producer, or. imr

g porter, a tax equivalent to 5 per centum of the price for

9 • which so sold.

10 SEC. 615. TAX ON SOFT DRINKS.

11 (a) There is hereby imposed.,--

-2 (1) Upon all beverages derived wholly or in part

1 from cereadi or substitutes, therefor, containing less:

14 " than one-hadf of. I pr centunt of alohol by, volume,

5 .sold, by the, mant /fre, producer, or importer, a

16 tax of 2 ceni' per gallon.

17 (2) Upon all unfermented fruit juic s, in natural

18 or slightly. concentrated form, or such fruit juices to,
19. which sugar has been added (as distinguished from

20 finished or fountain..syrups), intended for consumption

2t as beverages wth the adition of water, or water and

22 sugar, and upon all imitat.,nsOfany swch fruit htices,.

23,1. and upon all crbonated beverages, commonly known as

,4 , soft drinks (except those, d.ee. ribed in paragraph (1))v'

25 manufactured, compounded, or mired by the u of eon.



1 Oentrate, essence, or extract, instead of a finished or

2 fontain yratp, sold by the manufacturer, producer, or

3 importer, a tax of 2 cents per gallon.

4 (3) Upon all still drinks, containing less than one.

5 half of 1 per centum of alcohol by volume, intended for

cnsumption as beverages in the, form in. which sold (e

7 cept natural or artificial mineral and table waters an4

8 imitations thereof, and pure apple cidn), sold by t4

9 manufacturer, producer, or importer, a tax of 2 ceniq

10 per gallon. )

11 (4) Upon all natural or artificial mineral water# 1

12 or table waters, whether carbonated or not, and aMl

13 imitations thereof, sold by the producer, bottler, or

14 importer thereof, in bottles or other closed c ntainers, afI

15 over 12f cents'per gallon, a tax of 2 cents per gallon.

(5) Upon all finished or fountain syrups of th,

17 kinds used in manufacturing, compounding, or mixing

18 driks commmly known as soft drinks, sold by th, 1

19 Manufacturer, producer, or importer, a tax of 9 cenyf

20- per gallon; empt that in the case of any such syrup,.

21 intended to be used in the manufacture of carbonated,.

22 beverages sold in bottles or other dosed cwntainers the,

23 rate shall be 5 cents per gallon. Where any person

24 conducting a soda fountain, ice cream parlor, or other,.

25 ..,similar. place, of, b ness manufactures, any .-,yrups o,



28V

1 . the kinds desribed- in this, paragraph; there shall be

2 ietied, , saed,, Colcted, ;vrnd paid oni, eph gall.n

8 manufactured a.d Wed in thepreparcat", of ,oft drink.

4 a rakzof 9.cmtspergaUon; and where Iny person manik-

facturing oarlxmdfed average. tnanulaurea', and usse

any 4udt, ,.*su in tMe manntfacturf of, carbonate4

I . beveraqe sold in ,bo-deo or otAe clavd, oontoiners therf

. ,, shall be l/e 'd, (asm e Nollected) and paid on each

galon ,of 8uahO yrups a taxof15 cents per ga n. The

10 taxes imposed b this paragraph ,4,Jnotapply to

il finished or fountain Wisps sold, for use in the manut

feature, of a, beteage, subjec to ta, uuMder paragrapli i

13- (1) or (3), nOr tw any article enumeratW ,in section

14 O(d)3)

15. ' (6)". Upm all carbonic acid gas Old by the man.,

16 facturer, produce, or importer, or by a dealer in such

17-, g.as, to, a, manufacturer of ,any carbonated, beverages,

181", 0?o to any person conducting a, soda fountain, ice cream i

1 'parlor, or other similar plaee, of business, ,and upon all

20 "carbonic acid gs used by the, manufacturer,, producer,

21 " or importer thereof in the", preparation of soft drinksi'

22 fcntp pn d.

23 \ (b) Eecfe manufacturer, producer,, or importer of any

24 of the articles enumerated if sumbection (a) andeach person

25 who sells carbonic acid as towa Itaufaturer f./arbonate,.
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1 beverages or to a person conducting. a soda fountain, -ice.

.,2, cream parlor, or other Similar place- of business, shall make

3 monthly returns under oath in duplicate and pay the Ia

4 imposed in respect of the articles enumerated in subsection

5 (a) to the collector for the dtrice in which is located his

,6 .principal place of business, or, if he has no principal place

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

8 Baltimore, Maryland. Such returns shall contain such

91 information and be made at such gimes and in such manner*

10 as the Commissioner, with the, approval of the Secretary,

11 may by regulations prescribe. The tax shall, without assess-
.12 ment by the Commissioner or notice from the, collector, be

13 due and payable to the collector at the time so fixed for filing

i4, ,the return. If the tax is not paid when due, there shall be

15, added as part of the tax interest at the rate of 1 per centum

16 a month front the time the tax became due until paid. .

17 (c) Each person required to pay any tax imposed by

J8,\ &ubsection (a) shall.procure and keep posted a certificate

19 -of -registry in accordance with regulations to ,be prescribed

,20 by the Commissioner, with the approval of the ,Secretary.

•2 Any, person 'who fails to register or keep. pogted any certifi-

\22 'cate. of registry, in accordance, with such regulationss, shall

,23'1 be subject to a ptnwity of not more: than $1,000 for each such

R.ense 10236.1
H.. R, 10236.-17



-1 SEC. 616. DEFINITION OF SALE.

2 For the purposes of this tide, the lease of an artide

3 shall be considered the sale of such artidt.

4 SEC. 617. RETAIL SALES.

5 I/ an/l manufacturer, producer, or imporer liable

under this title for tax based on the price for which any

7 articles- are sold by him customarily sells such artiles both

8 at wholesale 'itnd at retail,,the tax in the, case of any arti

9 sold by him at retail shl be, computed on tAe price for which

I(0 like articles are sold by him at n-holewfle.

41 '', SEC. '618. SALES FOR' LESS THAN FAIR MARKET PRiUE.

4 12 0 .'. If any pprsou sells an article to any perw a (otherwise

13 'than through an -rm' .I'ength tranmaetion) at les than the

14 'fair market price,, the tax, under this title on the sle of such

15 article shall (if based' on the prce for which sold) be c6ok-

1t3 piited on' the, fair market ,price of Aiwh article.

'7 " SEC; 619. CONTRACTS PRIOR TO MARCH 1, 1932.%

18', (a) lf (1) aniy persim has, prior to March -. 19 2,

-19 made a bona fide, contract with another person for the iUe,

S,20, k, 'after the tc tikes effect, 'of any article in respecW % of ,tke

21 ''sale of' which a tax is imposed under this title, ,or, iv resokt

22,. of' which 'a ta, is imposed under this subsection, 'and (2)

1%23-,, ;uh, eohtidct "does,hot peronit the, adding to. the dmou*t tO'be

24 paid under such contract, of the whole of such. tax, then 4Ae
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1,/ tmnee,:shall,', in lieu,.of the vndor,' ipay-so much of -. ,the t

2 .as is not sopermitted t be, added to t, matract price.

8 • , (b), Tihe taxes payable by ,the, vendee, shall, be paid to

4 the vendor at the time the. ale'is constsmmalid; and shall be

5 dleded, turned, and paid, 4o ,the, United .State, by such

6 vendor in the same manner as provided in section 70..

7 SEC. 620. RETURN AND PAYMBNT, OF %ANUFACTRRS' TXLS.

8 -(a) j~ry.. person liable for any, a ,tax imposed by this

9 title on sales by, him (except tax under section 615,, relating

10 to tax on soft drinks) shall make monthly, returns undet

11 oath in duplicate and pay the, taxes imposed by this title :to

12 dt.ccllector for" t/he.district: in which is located his prineqoia

13 place of b"inws or, if he has no principal place of busineA

*. in Me United Stas, then to ti1 collector at.Baltimore, Mair.

Ab land,' Suwh returns',shall contain such; information, and be

made at such times and in such manner as the. Commison,

17 with the approval of the Secretary, may by_.regulations

18 prescri&i. ,I ,,/; .- 7 ,\
19 , (b) .The. tax shall, 'witut assesment by theommi

20 sioner or notice from .heicollector, be due and payable to the

21 collector at the time so ftied for .f'zayn4he eturn. )if tU

MSx * not pa id ivhermtdue, there shall be added as part of tu

23 tax inte vt '#,h) , per"of z'.pe ,n~um a, nmot )from th

..,!time h" the tcbam, du until &ad, ,
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\ SEC.,, 6ii.,,APPLlCABILITV,'OF ADMINf5TRATIVE PROVISIONS

2 .- Allpoisis, oft law(induding penalties) apphiaM

in rem'eeof the taxes, imposed by section 600 of 'the Revene

4' Ae ,tof.1 P26 hall; in so far as applicable and not inwonsistnt

',, with- thisAct, be applicable in respect of the Awes imrosed

6 tis title. ...

.- / SEC. . RU4,2E$NlILE ND RA GULATIONS.

81 Thet Commis ner, with the approval, of the Secretary,

,9, shall.rescribe and ubtish all needfil rules-and regulatioA8

10, for the enforcement of this title.

M,'SEC, 623. EFFECTIVE DATE.,'.

12 ,,.This title ,shall take effet on the fifteenth day after the

13 date, of the enactment of this Act, &cept that section 622,

14,,, 'elatinj to i'mLes.,and regulations, -and. this, section shall take

16 \,,elect on,,the date 'of the enactment of ,this Act. No sale oi

16 1,imporlation, after, June 30, 1934, shall be taxable, undei

18 TITLE V-MISCELLANEOUS TAXES

, -'Part,1-,-Taz .Tderaph, Teek ne, Radio, and Cablek

20'sFclue

2R. \SEC.0OL IMPOSMIION .... I

25 ,,,,(a) ,On, and after the .fifleenAh day after the date of

28 , , Lh e'ei~cmn1 ofpthis Act, thershall b~impoed- ;

24 (1) inthq cawof each telegraph, tephone, uable, b'

25 radio dispatch, message, or conversation, which ori dnates
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10or after suck date and before Juhy 1,34,:witin t4e

2 Unid 8taek4 and for the transmionon of w4ick the charge
3! is mores than 30 eo, nt and, le4 than 50,' ee, 4, qx of

4 5 centa; and if the ckarga i8 50Cent r more,, a t4x qf

5 10 cents; but only one payment of such Aaw, aql .

6 required, noi uitandipgtj.l 'in . ¢ .4at;*& ooo

7 ol mor person, are -td for dw trcwMn of su
8 dispaih, memgu, Qr vwatn; d ,

9 (2), a tao equivqIe ,to 10 per \ce,*gm of h
10 amount paid on or after the fifteenthdaqo afr, the dat4

11 of the enactment of this Act to any )teleqlg or,

12 , telephone company for any leaed wir,r takin rc4

13 special service furnished on or, aft r. , ,, aq4

14-,,", before July 1, 1934. This'paragraph, h1ht,,qpply

15 to the amount paid for- so muph of s uc. senife,,as 4

16 utilized in the conduct, by a common c rrier or to

17, or tdegraph, company or radio 1noaatig.gj.. e
18,:' network, of itg business ag such., , . , , ,

(b) No, ta, shall be imposed, unde,thi, seqiW-,upm

20 any payment received for services or facilities . Wf id

2 , t heUnited States or to; any 8tIe,, or .Temr .,,,r political

2-2 'sudizvision thereof,. or the, District of ; o .,po

23\ ny.,'pajmenj\ reeived fom., any2 peswi fori , s$CtU4~ Q

24 1 'fdeiliies tititioed ii Ike"collationiuf weva for: (hp. piblk,press-

2.,or h ,h eiemiaion of news tnough tAe p i .8, if:



2 a ~ ~ - ''-....

1 teiehar*joifo siwh serti ee, ,I faciles id billed in writig!
1,1o', p "ontme, this subsed-

2', to -#6h per. The, 'eight'tO- ' Mption'~dr t4s"use

3" tfoz shall bwA cied A isnehma,?ne. 4 the ' commissionk',

4 with- -the apprvat of the, a eeOtary may' by aregquatidn

6' SEC. 70.' RETURNS ANDi PAYmEo OTAX. " ',

7" "(a) The ta*es imposed by section 701 shall be paid Mj

8 the person pdi~6Ote

9 (b)"Each )ers rmeitin any payments specified ih

10 section 701" shall cqllet the amount of the 4tax imposed bki

11 such section from the person making, such payments, anid

12 ''shall on'& before 'the last dayof each month, make a returnJi

13 under cath, f* the preceding month, "and pay the taxes sd

1.4 cllee'd,, to, the collector' of the district iv' which' his pri*i

15 cipal plahwe f business is located,, Qr' if he has, n p,'incipa"

16 'plate of busine.ssin the United StateS, tto the, collector a

17, ,' Baltimore; " A land;. ,Such. returns .shall contain suA

18 information and bemadein sueh manner as the Commi4

19sioe' with the approval qf the 'S etary may by retuatiotg

24) :'ecr e . ... '

9 a (c),The tar 8cshall without, ass ent , t,,P ,,, Oo

22 mwe o6ntie fro4th ellector-, be, due .ard, pWyable f&

28 t ' olletor at-the, time, fl&ed of fiig tk, rtum..,f thi

24, ta,+snot' paid when duej,hee-,sha//b addawportt qf thh:

25 ."taz. itdaeti M the, 'ai of ,1 pen, cnttaa *,O*%+¢rm t'r

2G time the tax became due until paid.



1 (d) The prove iio81 (inoludiny penalties) of section

2 1114 of the Revenue Act of 1926 shaulbeilpplicablowith

8 es, ,pecto the,'ta imposed by stion 701. \

4 *,SEC' 708. REFUNDS AND CREDiTS.

,) ,"(a) No er dit or refund of any ta' imposed by section

O, 701, shall be mi" unless the person, who paid the tax to

T "i'the ; Unkited States shall establish, to the satsfact" of the

8 ,,' C nis~~~, under such regulations asthe Commissioner

9 -with the approval of the Secretary may prscribe that he ha

10 .. repaid 'th amount of such tax to the person from whom he'

11 coeod it,: or 'obtained the consent of #uch pe'son to the

1Ig aUowance of such .credit, or refund.

18! & x (b) Any person entitled to refund of tax.under section

14 ..701 paid by him to the United States may take credit there-:

lb - for against ta esdue ujon any monthly return.

10,I (u) Any, person making a refund of any payment on

1V. wkich iaz under section 701 has been ollected, may repay

IF. theiw ihth the atn mount, of. ta4x collected on su& payment, and'

191ts a mownt of tax so.epaid may .be credited against the tatu

2Q ,undei any sbsequent return under scion 702.
')EC , 70, REGUATlO)S

21 ) ')& 10 : . . .. ,.,.'" .

22 "' The Commissminer, with, the approval. of, the Secretary,'

23" sha pres*ribe and publish all, nedful rules and regulations

24 4or tke~rnorcemetof this part., . , ,



1N .P -Admisiom, Tax .

2 SEC.. 71L ,DMISSIONS TAX. ,,,

3 (a) Parapaph (1) of, setion 500(a) of the Revense

4 Act of 1926, as amended, is amended to read w9 follow.:

5 1. '!", (1) ,A tax of. cent for each 10 oents or fraction

6 thereof of the. amount paid for admission to any place,

7 including admission by season ticket or subscription,

8, , to, be paid by the person. paying for such admission;

9 _except that in ,case the amount paid for, admission is

10 .o -ofkm. less than 46 Cents, no tax shall be

11w' a&ehap, wiea ef4 d~e teftieh

12 ofb~i*g Oe~th eeffiewh F"h-

14. meh e,-Zah t bee Of W& de emef

15i t Aed* . e .... tt o,,. .ote e

19 the l~. ammfop,, vhio a 04*& se , ffo6.is 06M eAt

20 the s nid, no", o itieft wivqpoed.,, In the ease of

21 persons (except bona fide employees, munispal Offiena:

22 - on official busine&, and children wider 12 years of age):

23 admitted, ree or at reduced rates to any place at a time-

24 when and under circutrnstances under ,whi.h an admis-,

25 sion charge is made to other persons, an equivalent tax



i 1 shall be collected based on the price so charged to such

2 other persons for the same or similar accommodations,

3 to be paid by the person so admired. Amounts paid

4" for admission. by season ticket or subscription shall be

5 exempt only if tile amount which would be charged

6, to the holder or subscriber for a single admission is P

,7 m eles than 46 cents;"

(b) Paragraph (2) of section 500(a) of the Revenue

9 Act of 1926, as amended, is amended to read as follows:

10 "(2) Upon tickets or cards of admission to

1 1 theaters, operas, and other places of amusement, sold

12 at news stands, hotels, and places other than the. ticket

13 offices of such theaters, operas, or other places of

14 amusement, at **t to eveeed 7-6 ents a price in excess

5 of the sum of the established price therefor at such

6 ,, ticket offices plus the. amount of any, tax imposed under

17 , paragraph (1), a tax equivalent to-6 pei eentmu 10

18 per. centum of the amount of such excess; ewd if oed

1H iff orm. th 7 eents iit cees of Ae sum of such

1,9' ~thhPW# affietffitn7.& e an st

22 the who e ametwt of 9eh emee, such taes

23 taz to be returned and paid, in the manner and subject

24 to the interest provided in section 502, by the person

25 selling such tickets;"

U
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I (c) Section 500 of the Revenue Act of 1926, as

2 amended, is amended by adding at the end thereof 14e

3 folloinq .ubdivisirn:

4 "(e) The etxemptiou from tax provided 'by subdivision

5 (b)(1)(A) shall not be alled in the case of admissions

6, to wrestling matches, prize fights, or boxing, sparring, or

7 other pugilistic matches or exhibitions. The exemption from

8 tax provided by stbdivision (b)(1) shall not be allowed in

9 the case of admissions to aniy athletic game or exhibition the

10 proceeds of which inure wholly oi' partly to the benefit of

11 any college or university (including any academy of the

12 military or naval forces of the United States)."

Note.-Section 500(b) (1) of the Revenue Act of 1926, referred to in the.
above amendment, reads as follows:

(b) No tax shall be levied under this title in respect of-
(1) Any admissions all the proceeds of which inure (A) exclusively

to the benefit of religious, educational, or charitable institutions, societies,
or organizations, societies for the prevention of cruelty to children or
animals, or societies or organizations conducted for the sole purpose of
maintaining symphony orchestras and receiving substantial support from'
voluntary contributions, or of improving any city, town, village, or other
nuicipality, or of maintaining a cooperative or community center mov-
ing-pictture theater-if no part of the net earnings thereof inures to the
benefit of any private stockholder or individual; or (B) exclusively to the
benefit of persons in the military or naval forces of the United States; or
(C) exclusively to the benefit of persons who have served in such forces;
and are in need; or (D) exclusively to the benefit of National Guard
organizations, Reserve Officers' associations or organizations, posts or.
organizations of war veterans, or auxiliary units or societies of any such
posts or organizations, if such posts, organizations, units, or societies are
organized in the United States or any of its possessions, and if no part
of their net earnings inures to the benefit of any private stockolder or
individual; or (E) exclusively to the benefit of members of the police'-
or fire department of any city, town, village, or other municipality, or the
dependents or heirs of such members; or
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-1,' () 8ubsetio%',(a), and. (e):shall take, ,f et on the

42t fifteenth d after the date o/-th enactment of this.Aqt. 4,

3 £ / 1(ijEffeetii ;,.kiuny 1;,1934, section ,,500(a) (1) of tlt

-4 Revn Ite A el of .192h m, am eided by *suibsection () of this

-. * ,seetion, ix aniended b!.striking out " less than 46 cents '

' 6V' ,wheretr~, apparing in su, h paragraph,, (ifd inserting in lieu

7 'therof" $3 los "

8 Part ll--Stmp Taxes-

9- SEC. 721."STAMP TAX. oN ISSUES OF BONDS,- ETC.

10 (o) ASdw'iAion -1 of Schedule A of Title VIII of

11 the Revenue Act of 1926 is amended by striking out "5

12 -ents" and inserting in lieu thereof " 10 cents " N

13 (b) Subsection (a) shall take effect, m the 15th day

14. after the (hte of the eiactment of this Act,

15 (c) oEffective eluly 1, 1934, suich subdiiia1, l, aS

16 amended by subsectioa, (a), of this section, is amended bjy

17 '. trikilY out,' ''1 ients"' and -insertiuy 'in lieu, ; thereof

18 "5 cent"." . "

. S'. 122 $SVAMP:rAX OX: ISUES QF STocK, ETd f:

20, (a) Subdivisio 2'of Shldule.-)l AO ' TideVlIi ,of tWi.:

24h Revenue Act, of 920 isanwndd to read as floivs: ,. -,

22 "2. Capital stock (and similar Iterests%' Imuol A

23, eaeh Original issue,, whether on, orgev;; ation or* reorganize

24 tion, of or ertificates' of., stock,, or, of ,.profitw;:
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1 or of interest in property or accumulations, by any cor-

2 poration, or by any investment trust or similar organization

3 (or, by any person on behalf of such investment trust or

4 similar organization) holding or dealing in any of the instru-

5 mente mentioned or described in this subdiviion or sbdivi-

6 sion 1 (whether or not such investment trust or similar

7 organization constitutes a corporation within the meaning

8 of this Act), on each $100 of par or face value or fraction

9 thereof, 4 eeftt 10-cents: Provided, That where * eeltfieg

10 io such shares or certificates are issued without par or face

11 value, the tax shall be 0 eeitti 10 cents per share (corporate

12 share, or investment trust or other organization share, as the

13 case may be), unless the actual value is hi excess of $100 per

14 share, in which case the tax shall be , eeitts 10 cents on each

15 $100 of actual value or fraction thereof, or unless the actual

16 value is less than $100 per share, in which case the tax

17 shall be I eeft 2 cents on each $20 of actual value, or frac-

18 tion thereof.

19 "The stamps representing the tax imposed by this

2!0 subdivision shall be attached to the stock books or corre-

21 spon4ing records of the organization and not to the

22 certificates issued."

2B .a (b) Subsecdion (a) sha take elect on wt fifteenth

24; day after the date of the enactment of 'his Act.



I" ,(c) Eective July 1, 1934, such subdivision 2, ma

"2 .amended by nibnotion (a) of this section, is amended by

.8 *ikilng out." 10 cents" wherever appearing in such sub-

4 division and inserting in lieu thereof "5 cents ', and iy

5 striking out "2 cents" and inserting in lieu thereof 9'1

6 Cent"

7 SEC. 723. STAMP TAX ON TRANSFER OF STOCKS, ETC.,
8 (a) Subdivisin 3 of Schedule A o Titie VIII of the

9 Revenue Act of 1926 is amendedtoyead as follows:

10 "3. Capital stock (and bimilar interests), sales or

l1 transfers: On all sales, or agreements to sell, or memo-

12 randa of sales or deliveries of, or transfers of legal title to

13i .'hweoser effee ofks oeiteek po r6 w is

,14 - pwp"t of% e % ~o h

15., sreor, crtificates wnioned or & erb in sUivition 2,
I(; ;or to rights to 'subscribe for or to receive such shares ,or

\17 -ertificates, -whether made upon or shown by the books ;of

18 tAhe ,corporation or otherorganization, or 'by ;aiy, assignment

1, in blank, /or. by any delivery, ,or by any paper or agreement

20 or memorandum or other evidence of transfer. or sale

21 wkeh a4 (whaer entitling the holder in any manner

22 to the benefit of such stoek skare, mrtificate, interest, or

2. ,rights, or imt not), on -each $100 of par or face value or

24. action thWeof, 2eeets 4 vents, and where such shares or

ockfa



1 °:certiCaW are. without'. par \ or ,fabe value' the tax shall be

,2 9 eens 4 cent -on -the transfer or, sale' or ak rhaent to sell

3, on, each share prportehare, or investAa " 'u#""or otl

4 organization share, -as the, ose may be) t Providi -That :in

5 .no, ose shall. the tax imposed by thissubdiv'Lion be".le&5 th4n

6 one-fourth of 1 per centum of the selling price, if aiy, of stch

7 shares, eortificates,.,or ,rights:- Provided ,further,_X.hat. it is

.8 na intended by this title to impose. a tax upon an agreement

9 evidencing a,, deposit., of certificates '.as collateral. security for

40 .money loaned thereon, which.bertificates. are 'not actually

I I, sold, nor, upon, the: delivery; or transfer: for) such, purpose 'of

10. ,itiiots so deposited,-r,fepefi mee ]aieo, o teek noi

AO-'.- pon theretui-,qf stock eoaed:Pe. -. ukt', That

14 'i$h tax.- ahl .at, be-impoged, uponlvdelivories or; tr4nfers to

a: broker fov .e, ,nor (uponodelivezies:O transfers, by, a

i6 . oke .,t at customer -for twhomn anduponi, 4ose,.order he

17 ,AJWa po.ls odstme,, busucliAeh liveriesuor.tranaers shall

i8 s : I &v. opanied .bya .certificate, settingfj ort ithe! facts:

IA), Pr..ovided fUrt ,;~Thkt:tin sea of, sale where. the' evidence

20- of .transfer is shown.. only by I the book, ofthe; corporation

2 or othrj Orgafl4tionm the .stamp shall .be placed upon such

22 books; and ,where the, change of oymeimhipis ,by transfer if

2S the Cerificate tleistamp-shill ;,be.pla.upon the eitikicate;

24 ',aad, iji.u oses. 4aiagreemeult to sellpojwb-eio thetrusfer

215 is by delivery of the certificate assigned in blank there shall
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1 be made'and delivered by the seller to the buyer a bill or

2 memorandum of such sale, to which the stamp shall ..be

6- affixed; and every bi1 or memorandum of se81 or agreement

4 to, sell- before mentioned shall show the date thereof, the

'5 name of the seller, the amount of the sale, and the matter

.,.6 or thing to which it refers. Any person liable to pay the

,7 ta as herein provided, or anyone who acts in the matter

,8, as, agent or ,broker for such person, who makes any such

9 sale, or who in pursuance of any such sale delivers any

10 certificate or evidence of the sale of any stock, share, interest

11. or. right, or bill or memorandum thereof, as herein required,

12. without. having the proper stamps aj~xed, thereto, with

13 intent to evade Athe, foregoing provisions, shall be deemed

14- guilty of a misdemeanor, and upon conviction ,thereof slW

,15 pay fine, of not exceeding $1,000, or be imprisoned not

16., mop, than six months, or both." ,

1.7 (0) , T4e tax. providO for in subsection, (a) shall ,be

,1,8 imposed or all sales, agreements to sell, and/or memoranda of

19 sale, or, delivery consummated entire l. within, the United

,20 ,,States or between citizens or residents of the United States;

21 and in addition., such taX shall also. be imposed upon the

22 sl4kr, or tranferor resident -in or a citizen of the United

23 V Stare wkeathe buyer or transferee is not a, citizen, or resident

-24. of the United States. When the seller or transferor is not a

2.f15 0' tig or resident of the United States and does not pay the

U
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1 ;tax imposed ,by subsection (a), the buyer,; if a,;ciNien ior

2 resident of the United, States, shall be: liable for ,the ftll

:3 ,amount of suoh tax subject to the'pro isos' and penalies iset

4 forth under subsection (a). A 'resident or citizen; of -te

.5 - United States, acting through a broker or agent, abroad, shall

6 be liablefor the full amount of the tax provided in subsection

7 (a) as though 'buying, selling,, receiving, or trarsterring with-

8 out the intervention of such broker or agent. ; A broker -or

'9 agent resident in or a citizen of the United, States shall ,be

10 Liable for the full amount of the tax provided in, subsection (d)

11 notwithstanding that his principal is or may be a resident!or

12, citizen of a foreign country. In all cses where salest'

13 ::transfers of stocktaxable under subsection,(a) aio onsum-

14, mated through dummies or by ruse or device designed to evade

'15 -the tax provided in subsection (a), the:parties'shall be liable

16 for the full amount of thd tar as though suo-durnmie , ruse,

17 or device were -ot employed, provided that nothing in this

18 sentence shall be construed, to relieve the parties frm ,the

19 operation of the penalties provided under subsection (a).

20 (c) Subsection (a) shall take effect on'the fifteenth day

21 after the date of the enactment of this Act.

22 (d) Effeetive July 1, 1934, such subdiviion 3, .s

23 amended by subsection -(a) ,'of this -section, is- amended' by

24, striking -out, "4 cents" wherever .appeaAing 'i m suth suld-

-25 vision and inserting in lieu thereof 2 6ents ", and bqy strik-
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I ing out the following: "in no case shall the tax imposed by

2 this subdivision be less than one-fourth of 1 per centum of the

3 selling price, if any, of such shares, certiflcates, or rights:

4 Provided further, That ".

5 SEC. 724. STAMP TAX ON TRANSFER OF BOND$ ETC.

6 (a) Schedule A of Title VIII of the Revenue Act of

7 1926 is amended by adding at the end thereof a new subdi-

8 vision to read as follows:

90 "9. Bonds, etc., sales or transfers: On all sales, or

10 agreements to sell, or memoranda of sales or deliveries of,

11 or transfers of legal title to any of the instruments mentioned

12 or described in subdivision 1, whether made by any assign-

13 ment in blank or by any delivery, or by any paper or agree.-

14 ment or memorandum or other evidence of transfer or sale

1 5 (whether entitling the holder in any manner to the benefit of

16 such instrument or not), on each $100 of face value or frac-

17 tion thereof, 2 cents: Provided, That in no case shall the a.

18 imposed by this subdivision be less than one-eighth of 1 per

19 ce ntum of the selling price, if any, of such instrument:

20 Provided further, That it is not intended by this title to

11 impose a *'r upon an agremewtt et idewing a deposit of

22 instruments as collateral seco* for money loaned theftft,

23 which instruments are not actually sold, nor upon the delivefy

H. R. 10286----18



1 or tra'fer fr"suck purpose'of 'istruents o deposited:

2.' Provided further, That the tax shall not U ii nosed' upon

8 deliveries or' transfers to a broker for sale, nor upon' deliver'

4 ies or transfers by a broker to a customer for whom'and upon

-whose order he has purchased same, but such deliveries or

6 *-transfers shall be accompanied by a certificate setting forth

'7 the facts:'Pravided further, That where the change of own-

8 ership is by transfer of the instrumMnt the stamp shall be

•9 placed upon the instrument; and in cases of an agreement

10 to sell or where the transfer is by delivery of the instrument'

11 assigned in blank there shall be made and delivered by the

1.2 "seller to the buyer a bill or memorandum of such sale, to

14 which the stamp shall be affixed; and every *bill* Or mem

14 randum of sale or agreement to sell before mentioned shall

15 show the date thereof, the name of the seller, the amount of

16 the sale, and the matter or thing to which it refers. Any'

17". person liable to pay the tax as herein provided, or anyone

18 Who act'in the matter as agent or broker for such person,

I9 who makes any such sale, or who in pursuance of any such'

20 sale delivers any certificate or evidence of the sale of any

21, such instrument, or bill or nemorandun thereof, as AerA

2A11 'required, without having The proper stamps afford th'eret6,

' with intent to evade the foregoing provisions, shall be deem4i2

24 guilty of a misdemeanor, and upon convif tii thereof shall
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1 pay a fine of not er-ceeding $1,000, or be imprisoned not

2 more than six months, or both."

3 (b) Subsection (a) shall take effect on the 15th day

4 after the date of the enactment of this A-Vt.

5 (c) Subdivision 9 of Schedule A of Title, VIII of the

6 Revenue Act of 1926, added to such schedule by subsection

7 (a) of thigh section, is repealed effective July 1, 1934.

8 SEC. 725. STAMP TAX ON CONVEYANCES.

9. Schedule-A of Title VIII of the Revenue Act of 1926

10 is amended by adding at the end thereof a new subdivision to

11 read as follows:

12 "8. Conveyances: Deed, instrument, or writing, deliv-

1, ered on or after the 15th day after the date of the enactment

14 of the Revenue Act of 1932 and before July 1, 1934, where-

15 by any lands, tenements, or other realty sold shall be granted,

16 assigned, transferred, or otherwise conveyed to, or vested

17 in, the purchaser or purchasers, or any other person 'or

18 persons, by his, her, or their direction, when the-cmpideed-

19 tion or value of the interest or property conveyed, exclusive

.PO of the value of any lien or encumbo'ance remaining thereon

.21, at the timo, of sale, exceeds $100,a nd does not exceed $500,
22 50 cents; and for each adititio!al $500 or fractional pat

23 thereof,. 50 cents. -This subdiv'ion shall not apply to day

24 instrument or writing given to secure .a ddbt.'...
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1 SEC. 126. STAMP TAk ON SALES OF PRODUCE FOR FUTURE

2 DELIVERY.

8 (a) Subdivision 4 of Schedule A of Title VIII of the

4 Revenue Act of 1926 is amended by striking out "1 cent"

5 wherever appearing in such subdivision, and inserting in

6 lieu thereof "5% cents ".

7 (b) Subsection (a) shall take effect on the fifteen.th day

8 after the date of the enactment of this Act.

9 (c) Effective July 1, 1934, such subdiviion 4, as

10 amended by subsection (a) of this section, is amended by

11 striking out "5 cents" wherever appearing in such sub-

12 division and inserting in lieu thereof "1 cent ".

13 Part IV-Tax on Transportation of Oil by Pipe Line

14 SEC. 731. TAX ON TRANSPORTATION OF OIL BY PIPE LINE.

15 (a) There is hereby imposed upon all transportation of

16 oil by pipe line originating on or after the fifteenth day after

17 the date of the enactment of this Act and before July 1,

18 1934---

19 (1) A tax equivalent to 8 per centum of the

20 amount paid on or after the fifteenth day after the

21 date of the miactmit of this Act for'A~ich t6ansport-

2r tio, to be ')aid by dtheperson paying for such transpor-

2& nation and to be collected by the person furnishing such

24 transpoOtation.
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(2) In case no charge for transportation is made,

2 either by reason of ownership of the commodity trans-

8 ported or for qny other reason, a tax equivalent to 8

4 per centum of the fair charge for such transportation,

to be paid by the person furnishing such transportation.

(3) If (other than in the case of an arm's length

7 transaction) the payment for transportation is less than

8 the fair charge therefor, a tax equivalent to 8 per centum

9 of the difference between such fair charge and the

10 amount paid for such transportation, to be paid by the

11 person furnishing such transportation.

12 (b) For the purposes of this section, the fair charge for

13 transportation shall be computed-

14 (1) from actual bona fide rates or tariffs, or

15 (2) if no such rates or tariffs exist, then on the

le basis of the actual bona fide rates or tariffs of other

17 pipe lines for like services, as determined by the Cor-

18 missoner, or

I P (3) if no such rates or tariffs exist, then on the

20 basis of a reasonable charge for s, h tranmpprtation,

2,1. as determined by the Commisioner.

22 (c) Every person collecting the tq imposed under sub-

2. section (a) (1) and every person liale for the ax implspd

24 under subsection (a) (2) or (3) shall make morthl ! returns
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1 under oath in duplicate and pay such taxes to the collector

2 or the district in which is located his principal place 6f

3 business or, if he has no principal place of business in the

4 United States, then to the collector at Baltimore, Maryland.

S Such returns shall contain such information and be made

6 at such times and in etteh maner as the Commissioner, with

7 the approval of the Secretary, may by regulations prescribe.

8 (d) The tax shall, without assessment by the Corn-

9 missioner or notice from the collector, be due and payable

I 0 to the collector at the time so fixed for filing the return. if

I I the tax is not paid when due, there shall be added as part of

12 the tax interest at the rate of 1 per centum a month fronm the

13 time when the tax became due until paid.

14 (e) Any person making a refund of any payment upon

15 which tax is collected under this section may repay therewith

16 the amount of the tax collected on such payment; and the

17 amount so repaid may be credited against amounts included

1 P in any subsequent monthly return.

19 (f) The provisions (including penalties) of section

20 1114 of the Revenue Act of 1926 shall be applicable with

2 respect to the taxes irmnposed by this section.

(g) The Commissioner, with the approval of the Secre-

2 ~ ta m, shall prescribe and publish all needful rules and regula-

24 tiims for the enforcement of this section.
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1 iPart V-Tax on Leases of Safe Deposit Boxes

2 SEC. 741. TAX ON LEASES OF SAFE DEPOSIT BOXES.

3 (a) There is hereby imposed a tax equivalent to 10

4 per centum of the amount collected on or after the 15th day

jW after the date of the enactment of this Act and before July 1,

1934, for the use during such period of any safe deposit

7 box, such tax to be paid by the person collecting such amount.

8 (b) For the purposes of this section any vault, safe,

box, o2- other receptacle, of not more than 40 cubic feet capacity,

f'0 used for the safekeeping or storage of jewelry, plate, money,

11 specie, bullion, stocks, bonds, securities, valuable papers of

12 any kind, or other valuable personal property, shall be re-

Ii garded as a safe deposit box.

1i i. (c) Every person making any collections specified in

15 subsection (a) shall on or before the last day of each month

I make a return, under oath, for the preceding month, and

17 pay the tax imposed by subsection (a), to the collector for

s the district in which is located his principal place of business,

1') or, if he has no principal place of business in the United

'2 States, then to the collector at Baltimore, Maryland. Stch
21 returns shall contain such informa ion and be made in such

22 manner as the Commissioner, with,, the approval of the

23 Secretary, may by regulations prescribe.

24 (d) The tax shall, without assessment by the Commis-

sioner or notice from the collecto', be due and payable to the
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1 collector at the time fixed for filing the return. If the tax. is

2 not paid when due, there shall be added as part of the tax

3 interest at the rate of I per centum a month from the time

4 the tax became due until paid.

5 (o) The provisions (including penalties) of section 1114

6 of the Revenue Act of 1926 shall bfe applicable with respect

7 to the tax imposed by ,sbsection (a).

8 TITLE VI-ESTATE TAX AMENDMENTS

9 SEC. 801. CREDIT OF GIFT TAX ON ESTATE TAX.

10 Section 301 of the Revenue Act of 1926 is amended by

I I inserting after subdivision (a) a new subdivision to read as

12 follows:

I 1 "(b) (1) If a tax has been paid under Title III of

14 the Revenue Act of 1932 on a gift, and thereafter upon the

15 death of the donor any amount in respect of such gift is

16 required to be included in the value of the gross e.atate of

17 the decedent for the purposes of this title, then there shall

18 be crediled against the tax imposed by subdivision (a) of

1) this section the amount of the tax paid under such Title III

20 with respect to so much of the property which constituted

21 the gift as is included in the gross estate,, vept that the

22 amount of slch credit shall not exceed an amount which bears

23 the same ratio to the tax imposed by subdivision (a) of this

24 section as the value (at the time of the gift or at the time of

25 the death, whichever is lower) of so much of the property

I
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I which constituted the gift as is included in the gross estate,

2 bears to the value of the entire gross estate.

3 "(2) For the purposes of paragraph (1), the amount

4 of tax paid for any year under Title III of the Revenue

b Act of 1932 with respect to any property shall be an amount

6 which bears the same ratio to the total tax paid for such year

7 as the value of such property bears to the total amount of

8 net gifts (computed without deduction of the specific exemp-

9 tion) for such year."

Note.-Section 301 (a) of the Revenue Act of 1926, referred to in the above
amendment, reads as follows:

SzC. 301. (a) In lieu of the tax imposed by Title III of the Reve-
nue Act of 1924, a tax equal to the sum of the following percentages
of the value of the net estate (determined as provided in section 303)
is hereby imposed upon the transfer of the net estate of every decedent
dying after the enactment of this act, whether a resident or nonresident
of the United States;

1 per centum of the amount of the net estate not in excess of $50,000;
2 per centum of the amount by which the net estate exceeds $50,000

and does not exceed $100,000;
3 per centum of the amount

and does not exceed $200,000;
4 per centum of the amount

and does not exceed $400,000;
5 per centum of the amount

and does not exceed $600,000;
6 per centum of the amount

and does not exeeed $80,000;
7 per centum of the amount

and does not exceed $1,000,000;

by which the net estate exceeds $100,000

by which the net estate exceeds $200,000

by which the net estate exceeds $400,000

by which the net estate exceeds $600,000

by which the net estate exceeds $800,000

8 per centum of the amount by which the net esta
and does not exoed $1,500,000;

9 per centum of the amount by which the net esta
. and does not exceed $2,000,000;

10 per centum of the amount by which the
$2,000,000 and does not exceed $2,500,000;

11 per centum of the amount by which the
$2,500,000 and does not exceed $3,000,000;

12 per centum of the amount by which the
$3,000,000 and does not exceed $3,500,000;

13 per centum of the amount by which the
$3,500,000 and does not exceed $4,000,000;

te exceeds $1,000,000

te exceeds $1,500,000

net estate exceeds

net estate exceeds

net estate exceeds

net estate exceeds



.4 per centurn of the amount 'by which'thef exceeds
$4,000,000 and does not exceed $5W000,00 .

15 per centum of th6 amount, by which 'the'net - e'tsta ex4eds
$5,000,000 and does not exceed $6,000,000;

16 per centum of the amount by. which the 'neitestate exceeds
$6,000,000 and does not exceed $7,000,000;

17 per centum of 'the amount by -which .,the net estafe exti.s
$7,000,000 and does not exceed $8,000,000;

18 pet coutum of the , amount by which thi:-net -estate ex eds
$8,000,000 and does not exceed $9,000,000;

19 per centum of the amount by which the net estate exeds
$9,000,000 and does not exceed $10,000,000;

20 per. centum of the amount by which the net es ate exceeds
$10,000,000.

1 SEC. 802. 80 PER CENTUM CREDIT.

(a) Section 301(b) of the Revenue Act 6f "92 is

amended to read'as follows:

4 "'-O- (c) The tax imposed by subdivision (a). of this

5 section shall be credited with the amount, of any estate.

6 inheritance, legacy, or succession taxes actually paid to any

State or Territory or the District of Columbia, in respect of

8 any property included in the gross estate (not including anyi

9 such taxes paid with respect to the estate of a person other

10 than the decedent). The credit allowed by this 'subdivision

11 shall not exceed 80 per centum of the tax impoed by this U

12 section subdivision (a) (after deducting from such tax the

I ~ credits provided by subdivision (b)), and shall include only

14 such taxes as were actually paid and credit therefrclanimed

15 within 4tiee four-years after the filing of the return required

16 by section 304, except that-

17 "(1) Ifa petition for redetermination of a deft-

18 cieney has been filed with the Board of Tax Appeals



I within the time prescribed in setioni 306,' then within

2 such four-year period or before the expiration of 60

3 daqs after the decision of the Board becomes' final.'

4 "(2) If, under subdivision (b) of section 905 or

5 subdiviSion (i) of section 308, an extension of time

6 has been granted for payment of the tax shown on the

7 return, or of a deficiency, then within such four-year

8 period or before the date of the expiration of the period

9 of the extension.

10 Refund based on the credit may (despite the provisions of

11 section 319) be made if claim therefor is filed within the

12 period above provided. Any such refund shall be made

13 without interest, except that where the overpayment was made

14 prior to the enactment of the Revenue Act of 1932, then

15 interest shall be allowed and paid on the amount refunded

I f at the rate of 6 per centum per annum from the date of the

17 overpayment to the date of such enactment."

18 (b) If any return required by section 304 of the Reve-

19 nue Act of 1926 eas filed more than three years before the

20 enactment of this Act the credit for estate, inheritance, legacy,

or succession taxes shall be determined as if this section had

22 not been enacted. ' '

28 SEC. 803. FUTURE INTERkSTS.

24 (a) Section 302(c) of the Revenue Act of 1926, as

25 amended by the Joint Resolution of March 3, 1931, is

28 amended to read as follows:
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1 "(c) To the extent of any interest therein of which

2 the decedent has at any time made a transfer, by trust or

3 otherwise, in contemplation of or intended to take effect in

4 possession or enjoyment at or after his death, :.eid.. a

Om tm.de* w., h the ta°fe*. hms feakie fei his We

, a".fit eigor of which he has at any time

7 made a transfer, by trust or otherwise, under which he has

8 retained for his life or for any period not ascertainable

9 without reference to his death or for any period which does

10 not in fact end before his death (1) the possession or

11 enjoyment of, or the right to the income from, the pope-y

12 or property, or (2) the g to right, either alone or in

13 conjunction with any person, to designate the persons who

14 shall possess or enjoy the property or the income there-

lb from; except in case of a bona fide sale for an adequate and

16 full consideration in money or money's worth. Where

17 wiMt two years in to his det4h bt afef the enaetmer

18 of t" Ae( am4 wit4*ttt we& a e deratiefg e deeede

lit hw made a taa4e' of tfmfaefo, by tLrt of 4her

20 M~eof myw of his pioe4~ or ea iuteres teii1

21 e64 admfitted oif showni to have beeft *aiade iii eeiW

V% .Rr LWy o t o.22 enpiOfo~ fi ifttellte4 to Mke e&fe4 iffpsesit

23 PA ofe~ie4Me after his dethad the Valu*e at

24 . f....f"f h d ofthe

25 of i o t to an one frsm i if eoe of
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1 $~OO~ to the eatelat of Ofekil O~eesos- Ofteh trams fei

2 tmmfera "hi be deeioed ai heM to hav'e been ma~de ia

3 O ,telf of deeh w ifth the Of thisi We

4 Any transfer of a material part of his property in the nature

5 of a-final disposition or distribution thereof, made by the

6 decedent within two years prior to his death but to te

7 efaetmef of h Aret without such consideration, shall,

8 unless shown to the contrary, be deemed to have been made

9 in contemplation of death within the meaning of this title;

10 (b) Section 302(f) of the Revenue Act of 1926 is

11 amended to 'read as follows:

12 "(f) To the extent of any property passing under a

13 general power of appointment exercised by the decedent

14 (1) by will, or (2) by deed executed in contemplation

15 ef, e of or intended to take effect in possession or enjoy-

16 ment at or ete, his after his death, or (3) by deed under

17 which he has retained for his life or any period not ascer-

18 tainable without reference to his death or for any period

19 which does not in fact end before his death (A) the possession

20 or enjoyment of, or the right to the income from, the property,

.2 Y" or (B) tie iight, either alone or in conjunction with any

22 person, to designate the persons who shall posses or enjoy

23 the property or the income therefrom; except in case of i

,24 bona fide sale for an adequate and full consideration in money

25 or money's worth; and"
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1, (6) The first sentence of section 315(b) of the Revenue

2 Act of 1926 is amended to read as follows:

3 "(b) If (1) except in the case of a bona fide sale for

4 an adequate and full consideration in money or money's

5 worth, the decedent makes a transfer, by trust or otherwise,

6 of any property in contemplation of or intended to take

7 effect in possession or enjoyment at or after his deth -(e*-

8 eeot in the ewse of tt h fide sale ffrtm "4 fig1

9 e°mid-empa e i* ... of. death, or makes

10 a transfer, by taist or- otherwise, under which he has retained

11 for his life or for any period not ascertainable without ref-

12 erence to his death or- for any period which does not in fact

13 end before his death (A) the possession or enjoyment of, or

14 the right to the income from, the property, or (B) the right,

15 either alone or in conjunction with any person,, to designate

16 the persons who shall possess or enjoy the proper-ty or the

17 income therefrom, or (2) if insurance passes under a con-

18 tract executed by the decedent in favor of a specific bene-

19 ficiary, and if in either case the tax in respect thereto is not

20 paid when due, then the transferee, trustee, or beneficiary

21 shall be personally liable for such tax, and such property,

22 to the extent of the decedent's interest therein at the time

23 of such transfer, or to the extent of such beneficiary's inter-

24 est under such contract of insurance, shall be subject to a

25 like lien equal to the amount of such tax."
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Note.-The remainder of section: 315(b) 6f, the Revenue Act of 1926
reads as follows:

Any part of such property,,sold by. such -transferee or trustee to a bona
fide purchaser for in adequate and full consideration in money or money's
worth shall .diyestel of the-lien and a like lien shall then attach to all
the property of Such trausferee or trustee, except any part sold to a boi,
fide purchaser for an adequate and. full consideration in money or money's
worth. "

[1' SEC. 804. IkELINQUISHAENT OF DOWER, ETC., AS CONSIDER.

V ' Section 303(d) of the R'evenue Act of 1926 is amended

4 by adding at' the end ihereof a new sentence to read as

5 follows:..

"'For the purposess of' this title, 'a relinquishment oi'

7 promised relinquishment of dower, curtesy, or of a statu-

.8 tory estate created in lieu of dower or courtesy, or of otherY

9 'marital rights in the dlecedent's property or estate, shall not

16 be coizsidered to' anyi extent a consideration 'in money or

11 moneyii.worth ""

Note.-Soaton 303(d) of the Revenue Act of 196'ab6ve referred to reads
as follows:

I (a). For the puipos6 of' this title, stock in a domestic corporations
owned and held by a nonresident decedent shall be deemed property
within the, United Stat4s, aiid any property of which the decedent hs'
made a transfer, by trust or otherwise, within the meaning of subdivision
(c) or (d) of section 302, shall be deemed to Ii situated in the United-
States, if so situated either at the time of the transfer, or at the time of
the decedent'l,,,t.

12 SEq. 805. DEDUCTIONS. ,,

Section 303,(q)1) of the Reveaue Aqt of 1926. cp

14 amended, is amended to read as follows:



I"(1) Such amonts---

2 "(A) for funeral e mes,

" (B) for administration expenses,

4 "(0) for claims against the estate,

5 "(D) for unpaid mortgages upon, or any

6 indebtedness in respect to, property I-(e J, isi

7 tee aeeof fet sient deeedef t whe ipe ehp

8ety is st a if the Ue4iW where

9 the value of decedent's interest therein, undinin-

10 ished by such mortgage or indebtedness, is included

11 in the value of the gross estate, to the e mtent thwt

12 M Art

13 or eiee Wle..teed bona fie ad ei' ea afte-

14 WIZte

wef, losses ine"w'e4 die the settlement of the
1 estae OMOkB frei ~*S tefig elUMwek - of

17 othe tat, em frm 4hekr whet seh losses

18 W~?e Wt friy-o t

19 w and

20 "(E) sueh tm ts reasonably required and

21 aedtally expended; for the supp~t during the ad-

202, tlenint of the 6tate of those dependent upon the

18 decedent,

24 as are allowed by the laws of the jurisdiction, whether

25 within or without the United States, under which the
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1 estate is being administered, but not including any

2 income taxes upon income received after the death of

3 the decedent, or property taxes not accrued before his

4 death, or any estate, succession, legacy, or inheritance

5 taxes. The deduction herein allowed in the case of

6 claims against the estate, unpaid mortgages, or any

7 indebtedness shall, when founded upon a promise or

8 agreement, be limited to the extent that they were con-

9 tracted bona fide and for an adequate and full consid-

10 eratioi in money oi- money's worth."

1 1 SEC. 806. PRIOR TAXED PROPERTY.

12 (a) Section 303(a)(2) of the Revenue Act of 1926

13 is amended to read as follows:

14 "(2) An amount equal to the value of any prop-

15 erty (A) forming a part of the gross estate situated

16 in the United States of any person who died within

17 five years prior to the death of the decedent, or (B)

18 transferred to the decedent by gift within five years

19 prior to his death, where such property can be identi-

20 fled as baying been received by the decedent from

21 eueh fhe donor by gi4 or gift, or frown such prior dece-

22 dent by gift, bequest, devise, or itiheritance, or Wb&h

2q') can be identified as having been acquired in exchange

24 for property so received. This deduction shall be al-

H. R. 10236- 19



I lowed only where a gift tax imposed under the Revenue

2 Act of 4-24, o 1932, or an estate tax imposed under
this or any prior Act of e s Congress, was

4 finally determined and paid by or on behalf of the such

5 doi6 F o donor, or the estate of such prior deeeden as

6 decedent, as the case may be, and only in the amount

7 4 finally determined as the value p"ee4 4y tfhe C4ot

8 a 0 oa of such property in determining the value

9 of the gi# of gift, or the gross estate of such prior dece-

10 dent, nd only to the extent that the value of such prop)-

11 erty is in.lhed in the decedent's grog ('state tmd m4

12 dedueted4 uii paragraph -+ of #4 of 0this Stbdi':sio.

18 Where a deduction was allowed of any mortgage or

14 other lien in determining the gift tax, or the estate tax

15 of the prior decedent, which was paid in whole or in

l C; part prior to the decedent's death, then the deduction

17 allowable under this paragraph shall be reduced by the

18 amount so paid. The deduction allowable under this

19 paragraph shall be reduced by an amount which bears

24) the same ratio to the amounts allowed as deductions

21 finder phrugraph (1), (3), and (4)"of this subdivi-

Ysion as thi anwunt otherwise deductible under this para-

23 graph bears to the value of the decedent's gross estate.

21 WVhere the property referred to in this paragraph con-

25 sists of hro or more items the aggregate value of such
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1 items shall be used for the purpose of computing the

2 deduction."

3 (b) Section 303(b)(2) of the Reveue Act of 1926

4 is amended to read as follows:

5 "(2) An amount equal to the value- of any prop-

6 erty (A) forming a part of the gross estate situated

7 in the United States of any person who died within

8 five years prior to the death of the decedent, or (B)

9 transferred to the decedent by gift within five years

10 prior to his death, where such property can be iden-

11 tified as having been received by the decedent from

12 sew /lie donor by gih ef gift, or from such prior

13 decedent by gift, bequest, devise, or inheritance, or

14 which can be identified as having been acquired in

15 exchange for property so received. This deduction

16 shall be allowed only where a gift tax imposed under

17 the Revenue Act of 4924 of 1932, or an estate tax

18 imposed under this or any prior Act of WH Wes

19 CVongres., was finally determined and paid by or on

20 behalf of he such donor of donor, or the estate of such

2 prior; deeedei as decelent, asqthe, case may be, and

22 only in the amount of finally determined as the value

_ phiVe.d 1 Ie.fif .l.sioef oe of such propertyjn

24 determining the value of the gi or gift, or the gross

estate of s'ich prior decedent, and only to the extent
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

I9

20

21

22

24

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 States af4 *it dedu eted

u~def agftpn-l-) -(4&) thi ofiiiei

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 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 deduc-

tions under paragraphs (1) and (3) of this subdivi-

sion as the amount otherwise deductible under this para-

graph 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 pur-

pose of computing the deduction."

SEC. 807. DEDUCTION OF BEQUESTS, ETC., TO CHARITY.

Sections 303(a) (3) and 303(b) (3) of the Revenue

Act of 1926 are amended by inserting after the first sentence

of each a new sentence to read as follows:
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1 If the tax imposed by section 301, or any estate, succession,

2 legacy, or inheritance talve, are, either by the terns of the

? will, by the law of the jurisdiction under which the estate is

4 administered, or by the law of the jurisdiction imposing the

particular tax, payable ini whole o' in part out of the

( bequests, legacies, or devises otherwise deductible under thi.q

paragraph, then the amount deductible Under tffis paragraph

, shall be the amount of such bequests, legacies, or devises

; reduced by the amount of such taxes."

Note.---Sections 303(a) (3) and 303(b) (3) of the Revenue Act of 1926 will,
after the above insertion, read as follows:

See. 303. (a) * * *
• * * * * * *

(3) The amouzit 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
purposes, or to or for the use of ary corporation organized and operated
exclusively for religious, charitable, scientific, literary, or educational
purposes, including the encouragement of art and the prevention of
cruelty to children or aiiiz'als, no part of the net earnings of which inures
fo the benefit of any private stockholder or individual, or to a trustee or
trustees, or a fraternal society, order, or association operating under the
lodge system, but only if such contributions or gifts are to be used by
such trustee or trustees, or by such fraternal society, order, or association,
exclusively for religious, charitable, scientific, literary, or educational pur-
poses, or for the prevention of cruelty to children or animals. If the tax
imposed by section 301, or any estate, 8uwcessiol, legacy, or inheritance
taxes, are, either by the terms of the will, by the law of the jurisdiction
under which the estate is advinistered, 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 uitder 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 gross estate; and

* * * * $ $ *

(b) * * *
• * * * * S

(3) The amount of all bequestr.4 'egacies, devises, or transfers, to or
for the use of the United States, any State. Territory, any political sub-
division thereof, or the District of Columbia, for exclusively public pur-



294

poses, or to or for the use of any (olnestic corl)oration organized and
operated exclusively for religious, charitable, scientific, literary, or educa-
tional purposes, including the enc ,iragenient of art and the prevention of
cruelty to children or animals, no part of tile net earnings of which inures
to the benefit of any private stockholder or individual, or to a trustee or
trustee, or a fraternal society. order, or aiss.iation operating under the
lodge system, but only if such contributions or gifts are to be used within
the United StatesI by such trustee or trustees, or by suih fraternal society,
order, or aowiation, exclusively for religious, charitable, scientific, liter-
ary, or educational l)Irlosem, or for the prevention of cruelty to chihren
or anirnals. If the ta imposed by section 301, or any estate, succession,
legacy, or inheritance tares, are, either by the term of the will, by the
law of the jursdiction under which the estate it administered, or by
the law of the jurisdiction imposing the particular lax, payable in whole
or in part out of the beqests, legacies, or devises otherwise deductible
under this paragraph, then the amount deductible under tits paragraph
shll be the amount of such bequests, legacies, or other devises reduced by
the amount of such taxes. 'lho amount of the deduction under this pars.
graph for any traisfir shall not exceed the value of the transferred
property required to be included in the gross est4tte.

i SEC. 8M8. EXTENSION OF TIME FOR PAYMENT.

(a) ction 305(b) of the Revenue Act of 1926 is

3 fllcndcd to rcw (18 follows:

4 "(b) Where the ('onnnissioIncr finds ( tt the p1ay-

5 ment on the due (late of any part of the aitiount determined

6 by the executor as the tax would impose undue hardship

7 upon the estate, the Commissioner may extend the time

F for payment of any such part not to exceed five eight years

9 from the due date. In such case the amount in respect

!Q) of which the extension is granted shall be paid on or before

1[i the date of the expiration of the period of the eateiet.

1.2 extesion, and, the running of the statute of limitations for

,! ~ assessment and collection, a.8 Inovidal in sections 310(a)

14 and 311(b), shall be suspended for the period of any

15 such extension. If an extension is granted, the Commis-
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1 sioner may require the executor to furnish a bond in such

2 amount, niot arcceding double the amount in res ct of which

3 the extension is granted, and with suwh eureties as the Coin-

4 mi.ssioner deems necessary, conditioned upon the payment

5 of the amount it re'Ct)CC of which the cxt'nsion is yranthd

6 in acordance with the terms of the cxtension."

7 (b) Section 308(i) of the Revenue Act of 1926' is

8 amended to read as follows:

9 " (i) Where it is shown to the satisfaction of the Coni-

10 missioner that the payment of a deficiency upon tie late

11 prescribed for the paynient thereof will result in undue hard-

12 ship to the estate, tie Commissioner with the approval of

1i ~ the Secretary (except Ihe. It, le dicilcy is due to ieghi-

14 genee, to intentimtial disregfrd of rules amid regulations, or

15 to fraud with intent to evade tax) imay grant an extension

1 (~for the payment of such deficiency or any part thereof for

17 a period, not in excess of two four years. If an extension

18 is. granted, the Comnmissioner may require the executor to

19 furnish a bond in such amount, not exceeding double the

20 amount of the deficiency, and with such sureties as the

2 1 Comnniissoner decims necessary, conditioned upon the pay-

22 inent of the deficiency in accordance With the terns of tie

25 extension. In such case the running of the statute of luhi-

24 tatioms for assessment and collection, as provided in sections

2 5 310(a) and 311(b), shall be suspended for the period of
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1 any such rxtension, and there shall be collected, as a pirt

2 of the tax, interest on the part of the deficiency the time

3 for payment of which is so extended, at the rate of 6 per

4 centum per annum for the period of the extension, and no

5 other interest shall be collected on such wart of the deficiency

6 for such period. If the part of the deficiency the time for

7 payment of which is so extended is not paid in accordance

8 with the terms of the extension, there shall be collected, as

9 a part of the tax, interest on such unpaid amount at the rate

10 of 1 per centum a month for the period from the time fixed

11 by the terms of the extension for its payment until it is

12 paid, and no other interest shall be collected on such unpaid

13 amount for such period."

14 SEC. 809. LIEN FOR TAXES.

15 (a) Section 815(a) of the Revenue Act of 1926, as

16 amended, io amended by adding at the end thereof a new

17 sentence to read as follows:

18 "If the Comnissioner is satisfled that the tax liability of an

19 estate has been fully discharged or provided for, he may,

20 under regulations pre8crlbd by him with the approval of the

21 Secretaryj, isue his certificate, releaSing anyl /or all property

22 of such estate from the lien herein imposed."

Note.-Section 315(a) of the Revenue Act of 1926, above referred to, reads
as follows:

Sec. 315. (a) Unless the tax is sooner paid in full, it shall be a lien
for ten years upon the gross estate of the decedent, except that such part
of the groes estate as is used for the iaymnent of charges against the estate
and expenses of its administration, allowed by any court having jurisdic.
tion thereof, shall be divested of such lien.
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1 (b) Section 618(b) of the Revenue Act of 1928 (relat-

2 ing to liens for estate taxes) is repealed.

Note.-Section 613(b) of the Revenue Act of 1928 reads as follows:
(b) The second sentence of section 815(a) of the Revenue Act of

1926 is repealed.

3 SEC. 810. REFUNDS.

4 (a) Section 319(b) of the Revenue Act of 1926 is

5 amended to read as follows:

6 "(b) All claims for the refunding of the tax imposed

7 by this title alleged to have beea erroneously or illegally

8 assessed or collected must be presented to the Commissioner

9 within three years next after the payment of such tax.

10 The amount of the refund shall not exceed the portion of the

11 tax paid during the three years immediately preceding the

12 filing of the claim, or if no claim was filed, then during the

13 three years immediately preceding the allowance of the

14 refund."

1 (b) The last sentence of section 319(c) of the Revenue

16 Act of 1926 is amended to read as follows:

17 "Stie t ebt* b9W .smde either -4-- if elam heef

18 was e fl wihe* 41e oe4 f leiiM~t pwi fff by lW

19 er *-* if tte % filed *ith te 140"d within feff

20 yew aep te tao e if* the ease of a impee

21 by~~ " 'tit ee yea afte the to* wmef No

22 such refund shall be ??ade of any portion of the tax paid more

23 than four years (or, in the case of a tax imposed by this
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tide, more than three years) before the filing of the claim

2 or the filing of the petition, whichever is earlier."

3 (c) Title III of the Revenue Act of 1924 is amended

4 by inserting after sectim 318 a new section to read as

r) follows:

1; "S c. 3181. The amount of any refund of the tax

7 imposed by Part I of this title shall not exceed the poriiom

So/the tax paid during the four years immediately preceding

., the filing of the claim, or if no claim was filed, then during

i the four years immediately preceding the allowance of the

II refund."

Note.-Title III of (le Revenue Act of 1924, referred to in subsection
(c) above, is (he estate tax law of 1924, which was repealed in 1926 and super.
Netted by the Revenue Act of 1926. The section added by the above amendment
merely relates to refunds of overpayments under the old law.

12 (d) Section 319(b) of the Revenue Act of 1926, as

es amended by this Act, and section 318j of the Revenue Act

14 of 1924, as added by this Act, shall not bar from allowance a

15 claim for refund filed prior to the enactment of this Act

16 which but for such enactment would have been allowable.

17 SEC. 811. REVALUATION OF DEPRECIATED ESTATES-RE-TRO.

18 ACTIVE.

19 Title ill of the Revenue Act of 1926 is amendcd b!/

20 adding at the end thereof a new section to read as foUows:

1 " Se. 326. (a) In the case of the estate of a decedent

22 who died on or alter September 1, 1928, and prior to
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1 January 1, 1932, and at the election of the executor, the value

2 of th gross estate and of the net estate shall be computed

3 based upon values as of a date eighteen months after the

4 decedents death (hereinafter referred to as 'subsequent

5 value'), and the tax to be paid under this title shall beat-

6 the same ratio to a tax computed without reference to this

7 section as the subsequent value of the net estate bears to MW

8 value of the net estate computed as of the date of the dece-

9 (lent's death, but in no case shall the tax be 14ss than 60

10 per centum of the tax computed without reference to thii

11 section. Such election shall be exercised by the filing of

12 a statement under oath which shall sd forth' all the n.ces-

13 sa'y information, nl shall be filed not later than one !I1(ar

14 after the (late of the enactment of the Revenue Act of 1932.

15 Any amount of tax refundable by reason of this section shall

16 be refunded where such statement is filed within the prescribed

17 tinw, but the amount refunded shall be without interest.

18 The credit allowed by section 301 for estate, inheritance,

19 legacy, or succession taxes actually paid to any State or

20 Territory or the District of Columbia shall not exceed 80

21 per centum of the tax as computed under this section.

22 "(b) In the case of any property (the value of which

23 i8 required, under section 302, to be included in the value

24 of the gross estate) which has been distributed or sold or

25 otherwise disposed of, after the death of the decedent and
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1 prior to t1 expiration of eighteen months therefrom, then

2 the subsequent value of such property shall be its value upon

8 the date of such distribution, sale, or other disposition (in

4 lieu of its value eighlteen months after the date of death);

5 and in the case of property (such as leaseholds, patents,

6 remainders, and ollur interests terminating upon the expira-

7 tion of a period of time), the value of whio i necearily

8 affected merely by the lapse of lime or by the happening or

9 nonhappening of a contingency, then the subsequent value of

10 such property shall be determined without any allowance for

11 change of value due merely to lapse of time or to the hap-

12 pening or nonhappening of the contingency.

13 "(c) In any case in which the estate tax to be paid in

14 respect of the estate is computed under this section, then for

15 income tax purposes the basis for determining the gain or

16 loss from the sale or other disposition of personal property

17 acquired by specific bequest, or of real property acquired by

18 general or specific devise or by intestacy, and the basis for

19 determining loss from the sale or other disposition of prop-

20 erty acquired by the decedent's estate from the decedent shall

21 be the value at which such propert /is included in determining'

22 the subsequent value of the gross estate."

Note--Title HI of the Revenue Act of 1926, to which the above section
is added, is the estate tax law of 192. The new section Is temporary in nature
and does not make any change in permanent law.
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1 TITLE VII-TAX ON TRANSFERS TO AVOID INCOME

2 TAX

8 SEC. 901. IMPOSITION OF TAX.

4 There shall be imposed upon the transfer of stock or

5 ecri , by a citizen or resident ofthe United 8tate or

6 a domestic corporation, to a foreign cmporation as paid-in

7 surplus, or to a foreign trust, an cse tax equal to 25

8 per centum of the exces of (1) the value of de stock or

9 securities so transferred over (2) its adjusted basi in the

10 hands of the transferor as determined under section 113 of

11 this Act.

12 SEC. 902. NONTAXABLE TRANSFERS.

13 The tax imposed by section 901 shall not apply-

14 (a) if the transfer is for an adequate and full con-

15 sideration in money or money's worth; or

16 (b) if the transferee (were it a domestic corporation

17 or trust) would not be subject to income tax under Title I

18 of this Act on the profit, if any, from a subsequent sale for

19 cash of the property so transferred; or

20 (c) if prior to the transfer it has been established to

21 the satisfaotion of the Commissinerthat such transfer is

22 not in pursuance of a plan having as one of its principal

23 purposes the avoidance of Federal income taxes.
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1 SEC. 905. DEFINITION OF "FOREIGN TRUST ".

A trust shall be considered a foreign trust within the

:1 meaning of this title if, assuming a subsequent sale by the

4 trustee, outside the United States and for cash, of the property

so transferred, the profit, if any, from such sale would not

be subject to income tax under Title I of this Act.

7 SEC. 904. PAYMENT AND COLLECTION.

8 The taz imposed by section 901 shall, without assess-

9 ment or notice and demand, be due and payable by the

10 transferor at the time of the transfer, and shall be assessed,

11 collected, and paid under regulations prescribed by the

12 Commissioner with the approval of the Secretary. All

13 administrative, special, or stamp provisions of law, includ-

14 ing penalties and including the law relating to the assessment

15 of taxes, 8o far as applicable, are hereby extended to and

16 made a part of this title.

.17 TITLE VInh-POSTAL RATES

18 SEC. 1001. POSTAL RATES.

19 (a) On and after the thirtieth day after the date of the

20 enactment of this Act and until ,July 1, 1934, the rat, of

21 postage on. all naL 4mqter of the first class (except postal

22 cards and private mailing or post cards, and except other

23 first class matter on which the rate of postage under existing

24 law is 1 cent for each ounce or fraction thereof) shall be 1
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1 cent for each ounce or fraction thereof in addition to the

2 rate provide 1y existing law.

8 (b) Only 85 per centum of the gross postal receipts

4 during the period the increased rate of postage provided in

5 subsection (a) rcitaitis in force shall be counted for the pur-

6 pose of determining the class ol *he post office or the com-

7 pensation or alloaine ce of postmasters or of postal employees

8 of post offices of the first, second, and third classes. For the

9 purpose of determining the connissions (as distinguished

10 from the compen.,,tion and the allowances based thereon) of

I I postmasters of the fourth clams, only 85 per centum of the

12 applicable cancellations, collections, and receipts during such

13 period shall be counted.

14 TITLE IX-ADMINISTRATIVE AND GENERAL

46.) PROVISIONS

10 SEC. 1101. REVIEW OF DECISIONS OF BOARD OF TAX APPEALS.

17 (a) Section 1001(a) of the Revenue Act of 1926 (re-

18 lating to time for filing petition for review of decisions of the

19 Board of Tax Appeals) is amended 4y striking out "within

20 six months after the decision is rendered" and inserting in

21 lieu thereof "within three months after the decision is

22 rendered ". 4 1 1 '

28 (b) The amendment made by subsection (a) of this

24 section shall not apply in respect of decisions of the Board

25 of Tax Appeals rendered on or before the date of the enact-

26 ment of this Act.
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Note.-Section 1001 (a) of the Revenue Act of 1920, after the above
amendment, will read as follows:

SEC. 1001. (a) The decision of the Board rendered after the enactment
of this Act (except as provided in subdivision (j) of section 28 and in
subdivision (h) of section 818) may be reviewed by a Circuit Court of
Appeals, or the Court of Appeals of the District of Columbia, as herein.
after provided, if a petition for such review is filed by either the Com.
missioner or the taxpayer *Wh *I* mle *ks dh 4s.0s1.. is reade4
wthin three monte after the decitin it rendered.

1 SEC. 1102. BOARD OF TAX APPEALS-FEES.

2 Section 1004(b) of th Revenue Act of 1926 is

8 amended to read as follows:

4 "(b) The Board is authorized to fix a fee, not in excess

5 of the fee fixed by law to be charged and collected therefor

6 by the clerks of the district courts, for comparing, or for

7 preparing and comparing, a transcript of the reeerd record,

8 or for copying any record, ent.y, or other paper and the

9 comparison and certification thereof."

10 SEC. 1103. SPECIAL DISBURSING AGENTS OF TREASURY.

11 The Secretary of the Treasury is authorized to desig-

I2 nate agents in charge of divisions of internal revenue agents

18 to act as special disbursing agents of the Treasury for the

14 payment of all salaries and expenses of such divisions, on

15 giving good and sufficient bond in such form and with such

16 security as the Secretary of the Treasury may approve, not-

17 withstanding section 3144, revised Statutes, ta amended.

18 SEC. 1104. REFUND OF TAXES FOR TAXABLE YEAR 1918.

19 Section 284(h) of the Revenue Act of 1926 is

20 amended to read as follows:
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I I ' (h) Exept: a provided In subdivisioi (d) this seo-

2 tion shall not (1).;barfrom allowance aiclaim for creditor

X! r d filed ,prior to, the enactment, of this Act which but

4 ;.for aup enactmentiwould; have been allowable,, or (2) bar

5 from allowance a claini, int reipa'of , taz for the taxable

1Gri ,year.,9 if,1918,1919, or e1920if such claim is filed

/ ..beore the expiration office years after the date the return
* wa due ! "

9 SEC. & 1105. DEFINITIONS. , .

10, (a); When-u dIn this A*"*

(1), The term .' person" means an,: individual,

12 a trust dr estate, a partnership, or a corporation.

1, (2) The term, "corporation" includes associa-

14 tions, joinu.stock 'oompanies, and insurance companies.

15 (3) The term " partnership" indudes,a syndicate,

16 , group, 'pool, i j-oint venture, or pther , unincorporated

17 orgaiisation, Orough or by mean of -thioah any bui-

18 nes, financial operation, or, mature w, ic carried on,

19 and which i not, within the meaning of this Act, a

201 . rue or ,state or- a orporaoti, .and the tm'I "part.

21 I,, ne i dudee &memb id. Muol& .W j taioate, group,

22 pool, Joint venture, or organization, ', ;I

28W -,#,, '" -(..(4) Tho,term, e ometio ' ,when applied to a

24 corporation or partuie~hindp ewsj cret., , organized

H. R. 1028-20
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in the United SWaes *or under the law ofthe United

2 Stsaiorof ny tate. r Territory.,

(4) (5) The term 1'forign" wen applied to'

4 :,coroat6o or., patn6htp-means ,, corporation 4or

5 partnership which is net domestic.

6 -(#4(6). oo ter ," fiduciary means, guad-

1 lab, trustee, executor, ad mnistito receiver,1 boserv-

8 ator, or any person acting in any fidUcim-y capacity

s for any person.

10 -() (7) The term "withholding agent" means

11 any person required to deduct and ,withhold any tax

12 under the provisions of section 444 143 or 44 144.

13 7 (8) The term stock " includes the share in

14 an association, joinmtqtk comPay, ,or insurance

15 Oompany.

16 -8 (9) The term "shareholder includes a

17 member in an asooiation, joinwtook company, ot

18 insurance company.

19 *0) (10) The term "United States " when used

20 in a geographical ,sense includes only the States, the

2f, Territories of Alaska "and Hawaii, and the District f

22 Columbia. . -.

23 (4 (i,) 1ne totm "Seretery" means the

94 . ethyoft Troma .j;
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1 - (12) The term "Commissioner" means the

2 Commissioner of Internal Revenue.

8 -B (18) The term "collector" means collector

4 of internal revenue.

5 4 (14) The term "taxpayer" means any

6 person subject to a tax imposed by this Act.

7 The term mitalf'L o n fee ofthe

8 led Seo" ifet & Marine g t th at

10 IeCe'e 8Ee

11- (b) The terms "includes" and "including" when

12 ,seal in a definition contained in this Act shall not be deemed

13 to exclude other things otherwise within the meaning of the

14 temr defxw.

15 SWE 1106. SEPARABILITY CLAUSE.

16 '. If any provun of this Act, or th application thereof

17 to any person or ircuinstances, is held invalid, the remainder

18 of the Act, and the application of such provaon to other

19 persons or circumtance, stcl not be affected thereby.

20 SEC. 1107. EFFECTIVE DATE OF ACT.

21 Except as otherwise provided, this Actshall take eject

22 upon its enactment.



[COMWXITE. PBnrT NO. 1)

REVENUE ACT OF 1932
COMPARATIVE PRINT

SOwiug Changew from Kxiut~ law Me& by Ow.
Bi am Paned by the House of Itepmmftdvm

TUCONGRBSl---- ,}H.R. 10236

AN ACT
To provide revenue, equalizm taxation, and for

other purposes.

AP2i 4.9 2
Read twice and referred to the Committee on Finance


