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REVENUE ACT OF 1951

OcroBER 18, 1951,—O0rdered to be printed

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

CONFERENCE REPORT

"[To accompany H, R. 4473]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H. R. 4473),
to J)rovide' revenue, and for other purposes, htwing met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:

That the Senate recede from its. amendments numbered 2, 3, 5,
94, 08, 119, 120, 123, 124, 125, 126, 130, 132, 133, 134, 135, 136, 138,
130, 140, 144, 145, 146, 147, 148, 149, 150, 152, 155, 157, 158, 159,
160, 161, 162, 164, 165, 170, 177, 182, 183, 201, 202, and 203.

That the House recede from its disagreement to the amendments
of tho Senate numbered 9, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24,
25, 26, 27, 29, 30, 31, 32, 34, 34, 35, 36, 37, 38, 39, 40, 41, 42, 44, 47,
48, 49, 50, 51, 52, 56, 57, 58, 60, 61, 62, 63, 65, 66, 68, 69, 70, 71, 72,
73, 74, 75, 76, 87, 95, 103, 105, 106, 108, 109, 112, 113, 114, 115, 116,
117, 153, 169, 171, 176, 180, 181, 186, 187, 189, 190, 102, 195, 196, 204,
205, 206, 207, 208, 209, 212, 218, 223, 229, 230, 232, 233, 242, 243,
and 244 and agroe to the samo. :
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Amendment numbered 1:

That the Houso recede from its disagreement to the amendment of
the Senate numbered 1, and agree to the same with the following
amendments: A
Strike out the surtax table beginning on page 1 of the Senate
engrossed amendments and insert the following: :

“If the surtax net income is:

Not over $2,000.. - v
Over $2,000 but not over $4,000...... ..
Over $4,000 but nol over $6,000........ .
Over $6,000 but nol over $8,000.... ...
QOver $8,000 but nol over $10,000.......
Over $10,000 but not over $12,000....
Over $12,000 but not over $14,000..... ..
Over §14,000 but not over $16,000......
QOver $16,000 but not over $18,000. ...
Over $18,000 bul not over $20,000. ... .
Over $20,000 but not over $22,000.......
Over $22,000 but not over $26,000......
Over $26,000 bul not over $32,000......

Over $32,000 but not over $38,000. ...
Over $38,000 but not over $44,000.......
Over 844,000 but not over $60,000. ...
Over $60,000 but not over $60,000......
Over $60,000 but not over $70,000.....
Over $70,000 but not over $80,000. ...
Over $80,000 but nol over $90,000... ...
Over $90,000 but not over $100,000....
Over $100,000 but not over $150,000....
Over $160,000 but not over $200,000.- ..
Qver $200,000_ - - - oo

The surtax shall be:

17.4% of the surtax net income.
$348, plus 19.4% of excess over $2,000.
$736, plus 24 Y% l;/ excess over $/,,0(50.
$1,216, plus 27 %, of excess over $8,000.
$1,768, plus 32% of excess over $8,000,
$2,396, plus 36 Y, of excess over $10,000,
$3,1186, plus 409, of excess over $12,000.,
$3,918, plus 46 /9 of excess over $14,000,
$4,816, plus 489, of excess over $16,000.,
$6,776, plus 619, of excess over $18,000.
$6,796, plus 64 Y, of excess over $20,000.
87,878, plus 67 Y, of excess over $22,000,
$10,166, plus 60% of excess over
$26,000.,
$13,766, plus 63%
$32,000.
$17,636, plus 66%
$38,000.
$21,496, plus 70%
72%
76 %
79%

(33} .
$26,696, plus
$60,000,
$32,896, oplus
$60,000.
$40,396, plus
$70,000
81%
84%
$64,796, plus 869,
$100,000.
$107,796, plus 87% of excess
$160,000

848,296, plus
$80,000.
$66,396, plus

$161,296, 'plus 889 of exceus
$200,000.

of
of
of
of

ercess over

excess over

€xcess  over

excess over

excess over

excess over

ercess over

excess over

$90,000.
excess over
over

over
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Strike out the surtax table on page 3 of the Sennto engrossed
amendments and insert the following:
““If the surtax net income is: ' The surtax shall be:
Not over $2,000.. ..o 19.2% of the surlax net income.
Over $2,000 but not over $4,000....~.. $384, plus 21.6 o of excess over $2,000,
Over $4,000 but not over $6,000 ...... $818, plus 26% of excess over $4 000. .
Over $6,000 but not over $8,000......... - $1,338, plus 31 ‘7 of excess over $6,000,
Qver $8 000 but not over $10 000..... $I ,968, plus 35 o excess over $8 000,
Qver $1 0 000 but not over $12 000.... §2, 658, plus 39 excess over $10 000,
Over $1 2,000 but not over $1 4,000..“_- $3 436, plus 46 of excess over $12,000,
Over $14,000 but not over $16,000....... $4,338, plus 609, of excess over $14 000,
Over $16,000 but not over $18,000..... $5,330, plus 639, of excess over $16,000,
Qver $1 8 000 but not over $20 000.... .8’6‘,396, plus 669, of excess over $1 8 000,
Over $.’20 000 but not over 322,000..... §7,6186, plus 69 of excess over 820,000.
Over $22,000 but not over $26,000. . _. $8 ,898, plus 639, %[ excess over $22,000.
Over $26,000 but not over $32,000.... §1 égﬂw plus 649 of excess over
Over $32,000 but not over $38,000.- ... $Ig 026(0)‘0 0; plus 66% of excess over
Over $38,000 but not over $44,000._ .. $1<§ %530 plus - 69% of exceas over
3 0.
Over $44,000 but not over $60,000. ... $23,09800plu3 72% of excess over
Over $50,000 bul not over $60,000.. .. $2§ 4fg Oplua 74% of excess over
0
Over $60,000 but not over $70,000... ... $3§6%1 g oplus 7?% of excess over
C 0 4
Over $70,000 but not over $80,000... .. $49’75013b0 plus 80% of excess over
3 s :
Over 880,000 but not over $90,000. .. $5g,850igb . plus 829, of excess over
Over $90,000 but not over $100,000..... $5§.,9?£)1’ g,o 0}>lus 86% of excess over
Over $100,000 but not over $150,000... $6‘§120i06 0'plus 87% of excess over
000
Over $160,000 but not over $200,000.. $1 .112'(1) ,7 16, plus 88U, of excess over
Over $200,000.. . oo $154,71 6', plus 89% of excess over
$200,000. ‘
Strike out the tables on pages 7 and 8 of the Senate engrossed

amendments and insert the following:

3
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b ' “Table I¥
“Taxable years beginning after October $1, 1951, and before January 1, 1954
lfsdjuot- Andb:he' ll‘gdjuat-
ed gross | number of || ed gross
‘n‘com exemptions Income And the number of exemptions ls—
.M—- — —
1 2 3
And And And
tax- “‘a';‘f tax- fa';‘f And| tax- "‘a';‘_i And
payer pager a | payer a
mae| 1] 2|35 sut |l aingle PR (s singlel PUWeT |joind|is single| P ljoint| 4 | 5 | & | 7| 3 or
At | N At | Ges or | peedl o | peaql re- or | pead| T il
least |, 18% least (,*** Imarrted| "9 (married| "¢4® | turn|married "02¢ | turn :
Aling Aling {, - | ia Rling is
sepa- ";:gl’;” sepa- |"pUPe| Aled | wepa- hm- filed
rately rately | *° rately
The tax )
. shall be The tax shall be—
[ I '
$0| #6751 £0| 20901  #]|88, 325(82, 350 #67| 2671 $87| 30| $0;, H0.80| 0
878 700, 0] 0 0| 8,360| 2,376 78 78 781 O 0 0]0]- 0
7001 726 0] 0f 0)| £, 376) 2, 400 77 77 771 0 0 0 0] 0
788 7601 1 O 0| 2, 400] 8, 425 82 8¢ 88 0| 0 00 0
760t 778] 18] 0] 0 0] 8, 425| 2, 460 87 87, 87t 01 0 0 0
7781 800 % o o 0j| 2, 460] l,% 28 98 el 0 0] 0 0
800] 825 o £,476] 8, o 87, 971 0 O 0/0f ©
8251 860| 8. 0 o\ 2, 2,685 108 108] 102] Of O] 0j0f O
850 8751 8. v, 0|l 8, 625] 8, 560 107, 107 107} O] O] 0|0 ©
876 800, .‘3 0] 0| #,650| 2,676 118 118 112 0 0 0,0 0
800 925 g . 0 0| #,676| 4, 600} 117 M7 117) 0 0] 00 O
925| 850 0 8, 600| 8, 6251 12| 128 122 O O 0|0 O
860 876} & 0 2,025 2,660 127 2\ 1271 0] 0 00l 0O
87611, 000} 6. 0. 0Ol £,650| 2,676 138 188 188 0F O 00 0
- 1,000{1,025] 6 [ 2,675| 8,700, 137 187} 187 t 0 olof 0
1,0251,060] 74| 0] O 2,700] 2,725 148 148] 148 0, 0.
1,080{1,018) 76 o - 0| 2,725 2,750 147 1471 147 lé 0| 0 0
1,076]1, 100} 8. o 0|| 8,750 £, 775 1562 158 158 18] O 0.
1, 10011, [ 26| 8: 0 0| 2,775| £, 800 167| 1687\ 167 ;3 0 0
1, 12511, 1504 gg o 0 4800 2825 18%) 162 162 0 0
1,16011, 176 0] 2, 886| 2,850 167 1671 187 gz 0 9.
1,178 I,gIOIO 0 2,850] 2,875 172 178 172 0 0
, 5001, 226110 0 2,875] 2, 900, 177 1 0 0.
1, 22511, 260]114] 0O} O £,000] 8, 025| - 182 188; 182 0] 0 0
1, 25011, 2751110, 0 - 0)| 8, 925] 2, 9508 187 187y 187 0] 0 0
1, 876(1, 300\1% 0 0|l %, 960) 2, 9761 192 1081 192 69y O O 0
, S00|1, 825 0 0] 8,975] 3,000 197 1071 197] 841 O 0
1, 32611, 860, 0 0| 8,0001 3,050 - 206 2051 206| 78] 0 0 0
1,86011, 876 0 0l 8,0560| 9, 100| - 216 215 215} 881 0] 0O 0
1, 876|1, 400, [0, 0|| 8, 100] 3, 160 225 25| 225) 981 0] 0 0
1, 40011, 425 0 0|l 8, 160 3, 200 235 235 286|108 0] O 0
1, 426\1, 450 0 0|l 8, 200| 3, 250! 245 2 24511121 0 0 0
1, 450 l.% 0 3, 250{ 8, 800, 266 256 661128 O 0 0
1, 47511, 0 3, 800] 3, 350, 285 266] 265|138 O] 0O 0
, 00011, 625 0 0| 38,860 3,200 275 275|  276|148] 8] 0O 0
1,685,660 0 ol 3, 400} 8, 460 286 285]  286(162) 18] 0 0
1,660)1,876 0 01 3, 460] 3, {00 205 205 %95|162] 28] 0 0
1,67611, 600 0 ol 8,600| 8,660 305 305 S05(171] 38 © 0
1,600|1,6£6 0 0|l 3,650] 3,600 816 816| S16|181] 48] 0 0
1,062511, 850 0 0| 8, 600| 3, 650 826 3861 S26]101) 68| 0 0
1,660\1,676 0 0| 8,860] 3, 700 336 8351 836(201) 08| 0O 0-
1,67611, 700120 0 ol 3,700| 3.760 846 346 346|811} 781 0O 0.
1,7001,726 0 0|| 8,760} 3, 800 365 368] 856(£21) 88| © -0
1,78511,7608 0 0}| 8,800 3, 850, 866 5606] 8661231 08| "0 0.
1,76011,776 0 0}| 8,850} 3, 800, 8§76 S76)  8761241(108] 0O 0
1,776(1, 800| 0 0|l 8, 600| 8,950 385|- 385| s85|2511118] O 0.
1,87011, 826 0 0y} 3, 060 4,000 306 05| 805(261)1£8] O 0:
1,826|1, 850 0 0 j,m 4, 060, 405 405|  406|271(138] 6 0
1,860}1,876 0 0| 4,050} 4,100 416 A8l 416|281 128 15 0
1,87611, 800 0 ol 4, 100| 4, 160, 426 ARGl 4£618011108] 85 0:
1, 00011, 626|8 0] 0 1, 160} 4, £00 36 485] 49613011168 86 0
1,086\1, 950 0 0|l 4,200} 4, 250 [ AA6|  44618111178] 46 0
1,05011, 976 0 0] 4, 2501 4, 300 [} 466  4661381]188) b6 0.
*1,075(%, 000 0 0|| 4,800]| 4,860 A67 4668 46561331]198) 65 0
2,000|#, 0865 2 0|l 4,360] 4, 400 478 476 1763“ 2081 76 0
2,02518,050 7 0l 4, 400] 4, 460, 480 487 8518511218 85 0
£,05012,076 12 0 4,;60 4,600 600 297 295 361|2£8| 85 0.
£,07512, 100 17| o\ 4,600] 4,660 611 08 0137[ 2581105 0:
2,100)2, 125 28 0}l 4,660| 4,600 688 618| 6141381(248|115 0:
2, 125618 150 7 0}l 4, 600| 4, 650 £33 628  6241301(858(185 0!
2, 16018, 1761290116632 0] 4,660] 4,700 644 639 684 20[ 2081136 0:
2, 17512, 2003041171157 Q| 4,700] 4,760, 666 660 hg‘ 11le78l146118)  0:
, 20012, 2261500176142 0 4,750 4, 800 566 560{ & 14” 2881166128, 0{'
2, 28518, 2601314181147 Ol 4, 800| 4, 850, 677 6711 564|4311298|165188( 0.
2, 260:2 2761315]186168 0y} 4,860] 4,900 688 5811 674 4213081764 i 0.
8,275(8, 300 1;3 181167 0l 4,800 2, 8501 600 598 58414611318|185!68 © 0:
83009, ses(sed\to6l6el ol 4,950| 8. 000 ar1| . 608| 6944s1se8liosles) O
Y
THa
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“TPable 1Il . -
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“Taxable years beginniny after Decéember 31, 1953

{1 adjust- Andb:hc, I:dadjult-,- )
ed gross | number o gross : )
income | exemptions || income And the number of exemptions ls-— !
is— is— ls— . i
| 1 2 s
| And And : And : '
! . ‘tax- ‘t‘a';:? tax- fa’;‘f Azd tax- ‘,‘";‘f And .
payer payer pager a,
1|z]3dor 18 aingle| PPYC" |ia aingle| POKET |jointlia singlel P2¥<7 | joint| 4 | 6 | 6 |7 8 o
At But more s But or 8 or is re- or is re- | . more
least ,l,‘;z. leaet ‘“,:!:. married| ";“d marri hz«;d turn turn
n filing |p v | Aling |y 0| ﬂf:d ﬂg:d
sepa- |y 4| sepa- .
raf:ly hold | Lately | hold
The tax
]
20, 3675| 30] 39, 545 #%01 $61]'801 801 $0i80{ #0
616 700 , 850 805 88| 0 oo 0
700; 726 2,875 700 0 00 o0
725 760 18] 2, 74 0 olol 0
760, 776| 17 2, 79 O O 010 O
716, 800] & 2, 88| 0 0jo0] 0
800, 825| 28] 2, 881. 0 0o 0
825 850| 81 8, 98 0 0o o0
850 8756| 35 8,525 a7 o a0 0
375| 600| 40 L, 101l of of Ao o
800; 925 é 2, 106] 0 0o 0
925 950 2,600 1100 0 00 0
950; 975) 63 2,685 1181 0O -0 0
1511, 000; 68| , 850 ug 0 0o o0
1,000;1,026| 62 2,678 19 g ’ Ao 0
1,085/1,060] 67 2,700 128 - .00 o
1,050.1,076| 71 2,785 188} 1 00 0
Lovs!1, 106 76 87 15117 o oho 0
1,100{1, 185} 80 2,776 148 2 0o 0
1,125(1, 160| 85 2,8 1 30 .0 0
1,16011, 175| 89] 2,885 151| 81 Ay o0
1,175|1, 200} 83 , 8 1560880 O OO O
1,200{1, 225/ 98 375 1801 40| .0 A0 O
1,2251, 2601103 4, 600 18, A0 0
1, 25011, 875|107 2,585 16549 o- 4 o 0
1,475, 800|118 2,050 178] 5 0o o
1,80011, 326)116] 8,075 178} & A0 0
1,88511, 8501181 , 000 188} 85 L0 0
1,8501', 875|125 8,050 % 7 ‘a4 0
1,87511, 4001180 8. 100 8 00 0
1,400i1, {05118 3, 150 218 08 o 0
1,485]L, 45018, 3, 200 2811101 .00 0
1,480(1, 476|148 3, S, £301110 0o 0
1,475)1, 600]148 3, 300, 80t .40 0
1,600)1, 5851158, 3,360 8 2181851 8 A0l 0
1,6¢6\1, 550|157 3, 4 esTlis it o of o
1,660{1, 6751161 3,260 B £661146 00 0
1,675(1, 600116 3,600 27561156 - O 0
1,600,1, 625)17 8,650 a84lie4l 44} o4 - 0
1,825, 850,175 3, 600 283117, aa 0
1,650(1, 6754119 3, 6501 0#1182 00 0
1,67511,700 lsg 8,700 811191 004 0
1,700{1, 785118 8,760 8 3201200 i 0
1,79511,760]188 8, 800 89200 0 0
1,760(1, 7781107 ‘8, 850 - 8881418 100 0
1,77611, 8001802 38, 9% s{rpseo o6l 0
1,86911, 825 3, 080 skaieslrtel. of‘ol 0
1,825}1, 850|211 4,060} sosi8461125) 6101 O
1,850{1, 876|816 4,050 87 3184 1406 €
1,875(1, 000122041 4,100 &3 25100 0
160011, 0251284 4. 160( - 3021272 o 0
1,925)1, 95028411 :gm I A ]
1,950]1, 975183 , 260 101290017G] 604 O 0
1,075(8, 000)£38 | 4, 800 16189911704 851 O O
2,002, 025)84¢ , 850 4281308]188] 68 0.
£,02512, 056/ 247 .ioo sl 17l 0
£,05012, 075|851 . 450, 6152618061 861 0 O
£, 0762, 100]386 j, 1351816) 95 6f O
£, 10018, 126{26¢ . ‘9 224|104 O O
2, 10518, 1501205 \ 731358{2331118]04 O
2, 16912, 1751865 , 82135018(2112 0
£,175)8, 200187 , plisyIies1|I8IlMs] O
2,800|8, 225|87. 4, 500180080l 140100 .0
£, £25)9, 2561883 , 8 5651980186 l 9 0 -
1,250\, £75{8 8 518(3989781158138] O .
8, 27512, 800( ¢ I 87114 0
£, 300|2, 8¢€58: 4,86 - sseli1oleonl 1761568 0"
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And the Senate agree to the same.

~Amendment numbered 4:

That the House recede from its disagreement to the amendment of

}'.h](la Senate numbered 4, and agree to the same with an amendment as
ollows:

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

“(b) Imposirion or Tax.—There shall be levied, collected, and paid
Jor each taxable year upon the normal-taxz net tncome of every corporation
(exzcept a corporation subject to a tar tmposed by section 231 (a), Supple-
ment (7, or Supplement ())—. .

“(1) CALENDAR YEAR 19651—In the case of a taxable year
beginning on January 1, 1961, and ending on December 51, 19561,
a tax of 28% per centum of the normal-tax net income.

“(2) T'AXABLE YEARS BEGINNING AFTER MARCH 81, 1951, AND
BEFORE APRIL 1, 1964.—In the case of taxable years beginning
after March 31, 1961, and before April 1, 1964, a tax of 30 per
centum of the normal-taa income.

“(8) TaxABLE YEARS BEGINNING AFTER MARCH 31, 1954—In
the case of tarable years beginning after March 31, 1964, o tax of
26 per centum of the normal-tax net income.” S

And the Senate agree to the same.

Amendment numbered 6: .

“That the House recede from its disagreement to the amendment of
the Senate numbered 6, and agreed to the same with the following
amendments: .

On page 13, line 13, of the Senate engrossed amendments, strike
our “(c)” and insert (b). .

On page 13, line 24, of the Senate engrossed amendments strike out
“16%" and insert 17Y%.

On page 14, line 12, of the Senate engrossed amendments strike out
“17" and insert 18. . -

And tho Senate agree to tho same.

Amendment numbered 7:

That the House recede from its disagreement to the amendment of
it’ho Senate numbered 7, and agree to the same with an amendment as
ollows:

In licu of the matter proposed to be inserted by the Senate amoend-
ment insert the following:

(¢) Muvrvar, Insurancr Coumpantes Ovner 1Tuwan Lire oR
Maring,—

(1) Section 207 (a) (1) (relating to normal tax and surtax on
mutual insurance companies, other than life or marine) is hereby
amended by striking ouwt subparagraphs (A) and (B) and inserting
in lew thereof the following: '

“(A) Taxable Years Beginning After December 31, 19560,
and Before April 1, 1961 —1In the case of taxable years beginning
after December 31, 1960, and before April 1, 1961, and ending
after March 31, 1961— _

“() Normal tax.—A normal tax of 28% per centum of
the normal-tazx net vr.come, or 67% per centum of the amount
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by which the normal-taz net income exceeds $3,000, which-
ever 18 the l:sser; plus

“(41) Surtax,—-A surtax of 22 per centum of the corpora~
tion surtax net income in excess o]? $26,000.

“(B) Tazable Years Beginning After March 31, 1951, and
Before .April 1, 1964.~—In the case of taxable years beginning
after March 31, 1961, and before April 1, 1964—

“(4) Normal tax.—A normal tax of 30 per centum of the
normal-tax net income, or 60 per cenivwm of the amount by
whach the normal-tax net income exceeds $3,000, whichever™
18 the lesser; plus

“(12) Surtax.—A surtax of 22 per centum of the corpora-
tion surtax net income in excess of $26,000.

“(0) Taxable Years Beginning After March 31, 1964.—
In the case of a taxzable year beginning after March 31, 1964—

“@@) Normal tax.—A normal tax of 26 per centum of the
normal-tax net income, or 50 per centum. of the amount by
which the normal-tax net income exceeds $3,000, whichever
18 the lesser; plus '

“(12) Surtax.—A surtaz of 22 per centum of the corpora-
tton surtax net income in excess of $26,000.” :

(2) Section 207 (a) (3) (relating to a normal tax and surtaz on
interinsurers and reciprocal underwriters) is hereby amended by
striking out subparagraphs (A) and (B) and inserting in lieu thereof
the following: :

"‘(Ag Taxable Years Beginning After December 31, 1960,
and before April 1, 1961.—In the case of taxable years begin-
ning after December 81, 1960, and before April 1, 1961, and
ending after March 31, 1961— »

“(@) Normal tax.—A normal tax of 28% per centum of
the normal-tar met income, or 67% per centum of the
amount by which the mormal-tax met income exceeds
$60,000, whichever 18 the lesser; plus

“(i2) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $26,000, or 33 per
centum of the amount by which the corporation surtaw-net—
income exceeds $60,000, whichever is the lesser,

“(B) Tazable Years Beginning After March 31, 1961, and
Before April 1, 1964.-—In the case of taxable years beginning
after March 81, 1961, and before April 1, 196 4—

“@) Normal tax.—A normal tax of 30 per centum of
the normal-tax net income, or 60 per centum of the amount
by which the mormal-tax met income exceeds $50,000,
whichever is the lesser; plus - -

“ @) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $265,000, or 33 per
centum of the amount by which the corporation surtax net
income exceeds $60,000, whichever is the lesser,

“(O) Taxable Years Beginning After March 31, 1964.—In
the case (éf a taxable year beginning after March 31, 1964—

“@4) Normal tax.—.A normal tax of 26 per centum of the
normal-tax net income, or 60 per centum of the amount
by which the mormal-tax net income exceeds $50,000,
whichever is the lesser; plus ' '
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“(12) Surtaz.—A surtaz of 28 per centum of the corpora-
tion surtax met income in excess of $86,000, or 38 per
centum of the amount by which the corporation surtax net
wncome exceeds $650,000, whichever 18 the lesser.”

(d) Regurarep INvestMENT CoMPANTES.—Section 362 (bg (relating
to tax on regulated tnvestment companiés) 18 hereby amended by striking
out paragraphs (3) and (4) and inserting in liew thereof the following:

“(3) In the case of taxable years beginning after December 31,
1960, and before April 1, 1961, and ending after March 31, 19561,
there shall be levied, collected, and paid for each taxable year upon
1ts Supplement @ net income a tax equal to 28% per centum of the
amount thereof. In the case of taxable years beginning after March
31, 1961, and before April 1, 1964, there shall be levied, collected,
and paid for each tazable year upon its Supplement Q) net income a
taz equal to 30 per centum of the amount thereof. In the case (éf
tazable years beginning after March 31, 1954, there shall be levied,
collected, and paid for each taxable year upon its Supplement Q
net income a tax equal to 26 per centum of the amount thereof.

“(4) In the case of taxable years beginning after December 31,
1960, there shall be levied, collected, and paid for each taxable year
upon its Supplement @ surtax net income a tax equal to 22 per
centum of the amount thereof in excess of $26,000.” ,

(¢) Businkss IncoMk oF CrrraIN SEcrioN 101 ORGANIZATIONS.—
Section 421 (a) (1) (relating to imposition of tax on business income of
certain section 101 organizations) 18 hereby amended by inserting before
the period at the end thereobf the following: *; except that (A) in the case
of tazable years beginning before April 1, 1951, and ending after March
31, 1961, the normal tax shall be 28% per centum of the Supplement U
net income, and (B) in the case of tazable years beginning after March
31, 1961, and before April 1, 196/, the normal tax shall be 30 per centum
of the Supplement U net income”’.

AmeENDMENT oF SEcTIoN 16.—Section 16 (relating to surtax on
corporations) 1s hercby amended to read as follows:

“SEC. 15. SURTAX ON CORPORATIONS.

“(a) CorrorarION SURTAX NET INCOME.—For the purposes of this
chapter, the term ‘corporation surtax net tncome’ means the net income
minus the sum of the following credits: ‘

“(1) The credat for dividends received provided in section 26 (D),

“(2) In the case of a public utility, the credit for dividends pard
on its preferred stock provided in section 26 (h);

“(8) In the case of a western hemisphere trade corporation (as
defined in section 109), the credit provided in section 26 (7).

“(b) Imrosirion or T'ax.— There shall be levied, collected, and paid
Jor each taxable year upon the corporation surtax met income of every
corporatton (except a corporation subject to a tax imposed by section 231
(@), Supplement @, or Supplement Q) a surtax of 22 per centum of the
.amount of the corporation surtax net income in excess of $26,000.

“(¢) DisaLnowanck or Surrax Kxemprion anp Minimus IixcEss
Prosirs Creprr~—If any corporation transfers, on or after January
1, 1961, all or part of its property (other than money) to another corpora-
toon, which was created for the purpose of acquiring such property or
which was not actively engaged in business at the time of such acq’:Lisition,
and if after such transfer the transferor corporation or its stockholders,
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or both, are in control of such transferee corporation during any part of
the taxable year of such transferee corporation, then such transferee cor-
poration shall not for such taxable year (except as may be otherwise
determined under section 129 (b)) be allowed either the 256,000 exemption
from surtax provided in.subsection (b) or the $86,000 minimum excess
profits credit provided in the last sentence of section 431, wnless such
transferee corporation shall establish by the clear prepomferwrwe of the
evidence that the ~ecuring of such exemption or credit was not a major
purpose of such wransfer. For the purposes of this subsection, control
means the ownership of stock possessing at least 80 per centum of the
total combined voting power of all classes of stock entitled to vote or at
least 80 per centum of the total value of shares of all classes of stock of
the corporation. In determining the ownership of stock for the purpose
of this subsection, the ounership of stock shall be determined in accord-
ance with the provisions of section 603, except that constructive ownership
under section 603 (a) (2) shall be determined only with respect to the
individual’s spouse and manor children. The provisions of section 129 (b),
and the authority of the Secretary under such section, shall, to the extent
not inconsistent with the provisions of this subsection, be applicable to
this subsection. This subsection shall not apply to any taxzable year
with respect to which the tax imposed by subchapter D of this chapter 18
not in efect,”, ' ‘ :
(9) Trcunrcir AMeENDMENT.—Section 14 (relating to normal tax
on special classes of corporations in the case of taxable years beginning
before July 1, 1960) 1s hereby repealed. »
And the Senate agree to the same.

Amendment numbered 8:

That the House recede from its disagreement to the amendment of
the Senate numbered 8, and agree to the same with an amendment
as follows: - o -

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

SEC, 122. CREDITS OF CORPORATIONS.

(a) Divipenps Reckrvep Crepir.—Paragraphs (1) and (2) of sec-
tion 26 (b) (relating to credit for dividends received) are hereby amended
to read as follows: \ :

“(1) In GENERAL—86 per centum of the amount received as
dividends (other than dividends described in paragraph (2) on the
preferred stock of a public utility) from a domestic corporation which
18 subject to taxation under this chapter. .

“(2) CERTAIN PREFERRED STOCK.—

“(A) Calendar Year 1951.-—In the case of « tazable year
beginning on January 1, 1961, and ending on December 31,
1961, 61 per centum of the amount received as dividends on the
preferred stock of a public utility which 13 subject to taxation

under this chapter and- with respect to which the credit provided
in section 26 (h) for dividends paid is allowable. .

“(B) Tazable Years Beginming After March 31, 1961, and
Before Aprid 1, 1964.—In the case of taxable years beginning
after March 81, 1961, and before April 1, 1964, 62 per centum
of the amount recetved as dividends on the preferred stock of @
public utility which is subject to taxation under this chapter and
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with respect to which the credit provided in section 26 (h) for
dividends paid s allowable, -

“(@) Tarable Years Beginning After March 31, 1964.—In
the case of tazable years beginning after March 31, 196}, 69
per centum of the amount recewed as dividends on the preferred
stock of a public utility which is subject to taxation under this
chapter and with respect to which the credit provided in section
26 (h) for dividends paid s allowable.”

(b) Creprr For Divipennps Parp on CERTAIN PREFERRED STOCK . —
The first sentence of section 26 (h) (1) (relating to amount of credit for
dwvidends paid on certain preferred stock) is hereby amended to read as
Jollows: ““In the case of a public utility, (A) for a tazable year beginning
on January 1, 1951, and ending on December 31, 1961, an amount
equal to 28 per centum of the lesser of (¢) the amount of dwidends paid
during the tarable year on its preferred stock or (it) the adjusted net
income for such taxable year minus the credit for dividends received
provided in subsection (b) for such year, (B) for a taxable year beginning
after March 31, 1951, and before April 1, 1964, an amount equal to
27 per centum of the lesser of (i) the amount of dividends paid during
the taxable year on its preferred stock or (i4) the adjusted net income for
such tarable year minus the credit for dividends received provided in
subsection (b) for such year, and (C) for a taxable year beginning after
March 31, 1964, an amount equal to 30 per centum of the lower of () the
amount of dividends paid during the taxable year on its preferred stock or
(i2) the adjusted net income for such taxable year minus the credit for
dividends received provided in subsection (b) for such year.”

&c) Wesrerny Hresmisruurre Trapr Corrorarions.—=Section 26 (1)
(relating to credit of @ western hemisphere trade corporation) is hereby
amended to read as follows:

“@) Wesrkrn HEesisruerrk Trape CorroraTioNs.—In the case of
a western hemisphere trade corporation (as defined in section 109)—

“(1) CaneNpAR YEAR 1951~—In the case of a taxable year
beginning on January 1, 1951, and ending on December 31, 1961,
an amount equal to 28 per centum of its normal-tax net income com-
puted without regard to the credit provided in this subsection.,

“(2) TAXABLE YEARS BEGINNING AFTER MARCH 81, 1951, AND
BEFORE APRIL 1, 1954—In the case of a taxable year beginning
after March 81, 19561, and before April 1, 1964, an amount equal
to 27 per centum of its normal-tax nel income computed without
regard to the credit provided wn this subsection. -

“(3) T'AXABLE YEARS BEQGINNING AFTER MARCH 81, 1964 —In
the case of a taxable year beginning afler March 81, 1964, an
amount equal to 30 per centum of its normal-tax net income computed
without regard to the credit provided in this subsection.”

And the Senate agree to the same.

Amendment numbered 10:

That the House recede from its disagreement to the amendment of
the Senate numbered 10, and agree to the same with an. amendment
as follows:

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:
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SE€. 123. COMPUTATION OF ALTERNATIVE CAPITAL
GAINS TAX.

Section 117 (¢) (1) (relating to alternative tax on - corporations) s
hereby amended by striking out the second paragraph and inserting in
lieu thereof the following:

“(A) A partial tax shall first be computed upon the net income
reduced by the amount of such excess, at the rates and in the manner
as if this subsection had not been enacted.

“(B) There shall then be ascertained an amount equal to 26 per
centum of such excess, except that in the case of any taxable year
beqinning after March 81, 1951, and before April 1, 196/, there
shall be ascertained an amount equal to 26 per centum of such excess.

“(C) The total tax shall be the partial tax computed under sub-

paragraph (A) plus the amount computed under subparagraph
(3.7

And the Senate agree to the same.

Amendment numbered 11:

That the House recede from its disagreement to the amendment of
the Senate numbered 11, and agree to the same with an amendment
as follows:

On page 24, line 16, of the Senate engrossed amendments, strike
out “123” and insert 124; and the Senate agree to the same.

Amendment numbered 12:

That the House recede from its disagreement to the amendment of
the Senate mimbered 12, and agree to the came with an amendment
as follows: :

On pagoe 25, line 21, of the Senate' engrossed amendments, strike
out “124" and insert 126; and the Senate agree to the same.

Amendment numbered 13:

That the House recede from its disagreement to the amendment of
the Senate numbered 13, and agree to the same with the following
amendments:

On page 27 of the Senate engrossed amendments strike out lines 1
to 5, inclusive, and insert in lieu thereof the following:

“(3) that portion of a tentative lax consisting ofg —
“(A) a tentatwe normal tax of 30 per centum of the normal-
tax net income, plus '
“(B) a tentalive surtax of 20 per centum of the surtax net in-
come in excess of $25,000,

On pago 31 of the Senate engrossed amendments strike out subsec-
tion (k) and inser$ in lieu thereof the following: ‘

(k) TaxaBLe YEARS oF CoRPORATIONS BEQINNING BEFORE APRIL
1, 1964, anp EnDiNg AFrER MarcH 81, 1964.—In the case of a tax-
able year of a corporation beginning before April 1, 1964, and ending
after March 81, 1964, the tax imposed by sections 18 and 15, or section
421 (a) (1), shall be an amount equal to the sum of—

“(1) that portion of a tentative tax, computed under the pro-
vistons of sections 13 and 16, or section 421 (a) (1), applicable to
wears beginning on Jawuary 1, 1963, which the number of days in
such taxable year prior to April 1, 1964, bears to the total number
of days in such taxable year, plus :
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“(2) that portion of a tentative tax, compuled under the provisions
of sections 13 and 16, or section 421 (a) (1), applicable to years
beginning on April 1, 1964, as if such provisions were applicable
to such taxable year, which the number ofl days in such tazag)le year
after March 31, 1964, bears to the total number of days in such
taxable year.”

And the Senate agree to the same,

Amendment numbered 28:

That the House recede from ite disagreement to the amendment of
the Senate numbered 28, and agree to the same with the following
amendments:

Strike out the surtax table beginning on page 39 of the Senate
engrossed amendments and insert the following:

‘“If the surtax net income is: The surtax shall be:

Nol over $2,000_.__ ____________.__
Qver $2,000 but not over $4,000.____
Qver $4,000 but not over $6,000____ __
Qver $6,000 but not over $8,000.___ . _
Over $8,000 bul not over $10,000.._ . . .
Qver 810,000 bul not over $12,000____
Over §12,000 bul not over $14,000__ __
Cver 814,000 bul not over $16,000-_ __
Over $16,000 bul nol over $18,000..._ .
Over $18,000 but nol over $20,000. . .
Over $20,000 bul not over $22,000____
Over $22,000 bul nol over $§24,000.__ .
Qver $24,000 but not over $28,000.___

19.29 of the surlax nel income.
$384, plus 20.4 Y% of cxcess over $2,000,
$792, plus 24 Y, of excess over $4,000.

$1,272, plus 269, of excess over $6,000,
£1,792, plus 81 Y, of excess over $8,000.
82,412, plus 329, of excess over $10,000.
88,062, plus 389, of excess over $12,000.,
$3,812, plus 419, of excess over $14,000.
$4,632, plus 44 %, of excess over $16,000,
85,612, plus 469, of excess over $18,000.
86,412, plus 499, of excess over $20,000,
$7,392, plus 619, of excess over $22,000,
$8,412, plus 64 % %foe;vcess over $24,000,

5

Over $28,000 but not over $32,000__ _ . $Igb/gg,00.plus o of excess over
Over $32,000 bul not over $38,000. _ _ . $I§§%b:g,o o.plus 609% of excess over
Over $38,000 but not over $44,000. . _ . $Ig',9/:9():g,00'plus 63% of excess over
Over $44,000 but not over $60,000.____ $2g,/’243§b0.plua 68% of excess over
Over 860,000 but not over $60,000.__ _ S?é})%},gbo .plus 099% of excess over
Over $60,000 bul not over $70,000___ _ \83‘;&%1,52) 0.7)’ us 70% of excess over
Over $70,000 but not over $80,000..___ $3§,7%{gb0.pluav 74% of excess over
Over $80,000 but not over $90,000.___ $4§:9%1,gb o.plus 769, of excess over
Over $90,000 but not over $100,000. __ $5gb201,gbo'plus 78% of excess over
Over $IO0,0Q0 but not over $160,000.. $6§’10010?’0002Thw 829% of excess over
Over $150,000 but not over $200,000.. $Ig??)%1'gb aplus 86% of excess over
Over $200,000 but not over $300,000.. $1§§’0501 gboplus 88% of excess over
Over $300,000_ _. .. __.___.___.___.. - $232,6 i?, .plus 899 of excess over

$300,000.
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Strike out the surtax table beginning on page 41 of the Senate
engrossed amendments and insert the following:

“If the surtax net income is; The surtax shall be:

Nol over 82000 . ... _________. 179, of the surlaz nel income,

Over $2,000 bul not over $4,000_____ . $340, plus 189, of excess over $2,000.

Over $4,000 butl not over $6,000_____. $700, plus 21 o of excess over $4,000.

Over $6 1000 but not over $8,000._.__. $1,120, plus 2 { of excess over $6,000,

Over $8 000 but not over $10 000..... 1 580, plus 2’7 /9 excess over $8 000.

Quer $10 000 but not over 612 000.... 82,120, plus 23 excess over 810 000,

Over $12,000 bul not over $14,000.__. $2 ,700, plus 83 ofexcesa over $12,000,

Over $14,000 bul not over $16,000_-__ $3,360, plus 36 Y, of excess over $14,000,

Over $16,000 bul not over $18,000.... $4 080, plus 399, of excess over 816 000.

Over $18,000 bul not over $20,000- ... $4,860, plus 409, of excess over $18, 000.

Over $20, 1000 but not over $22,000. ... $5,66‘0, plus 44‘ /o of excess over $20 000.

Over $£2,000 but not over $24,000.... $8,640, plus 46 . of excess over $2£,000,

Over $2 ,000 but not over 828,000---- $7,460, plus 499, of excess over $24,000.

Over $28.000 but nol over $321000-.-. $9.420, plus 519, of excess over $28,000. -

Over $32,000 but not over $38,000.._ .. -SI‘Is 460, plus 669 of excess over

32, 000.

Over $38,000 but not over $44,000._. . ‘Slfg 7(8?%001)11‘3 69% of excess over
3

Over 844,000 but not over $60,000. . ... 313’23403,00 plus 63% of excess over

Over $60,000 but nol over $60,000. ... Mg,oégbo .plua 66% of excess over
60,000,

Over $60,000 bul not over §70,000. ... . »893’,6802)0 plus 68Y% of excess over
60,000.

Over $70,000 but not over $80,000.. ... 632,5('3932)0 plus 71% of excess over
7

Over 880,000 but not over $90,000.... $42, 48000 plus 78% of excess over

Over $90,000 bul not over $100,000.... $49 780 plus 77% of excess over

Over $100,000 but not over $160,000-_. $6g'9408300 plus 80Y% of excess over

Quer $160,000 but not over $200,000. . .892’ 48600 oplua 84% of excess over

Over $200,000 but not over $300,000_. $139, 480 plus 87% of excess over
\3200 000. '

Over $800,000- oL $886,480, plus 88% of excess over
‘ $300,000,

And the Senate agree to the same,
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Amendment numbered 43:

That the House recede from its disagreement to the amendment of
the Senate numbered 43, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 311. CREDIT FOR DIVIDENDS RECEIVED.

(@) Divinenps From Foreran Corrorarion INGaarD IN TRADE
or Businesy IN tik UNITED SrarTks.-—Section 26 (b) (relating to
diwvidends recetved credit) is hereby amended by inserting after paragraph
(2) the following new paragraph:

“(8) DIvIDENDS RECEIVED FROM CERTAIN FOREIGN CORPORA-
r1oNS.—In the case of dividends received from a foreign corporation
(other than a foreign personal holding company) which is subject to
taxation under this chapter, if, for an uninterrupted period of not
less than 36 months ending with the close of such foreign corpora-
_tion’s laxable year in which such dividends are paid (or, if the cor-
poration has not been in existence for 86 months at the close of such
tarable year, for the period the forcign corporation has been in exist-
ence as of the close 0] such taxable year) such foreign corporation has
been engaged in trade or business within the Unated States and has
derived 60 per centum or more of its gross income from sources within
the United States—

“(A) an amount equal to 85 per centum of the dividends
recetwed out of its carnings or profits specified in clause (2) of
the first sentence of section 115 (a), but such amount shall not
cxeced an amount which bears the same ratio to 86 per centum
of such dividends received out of such earnings or profils as
the gross income of such foreign corporation for the tazable year
from sources within the United Stales bears to its gross income
from all sources for such taxable year, and

“YB) an amount equal to 85 per centum of the dividends
recewed out of that part of its earnings or profits specified in
clause (1) of the first sentence of section 116 (a) accumulated
after the beginmang of such uninterrupted period, but such
amount shall not exceed an amount which bears the same ratio
to 86 per centum of such dividends received out of such accumu-
lated earnings or profits as the gross income of such foreign
corporation from sources within the United States for the portion
of such umnterrupted period ending at the beginning of such
taxable year bears to ils gross tncome from all sources for such
portion of such uninterrupted period.

For determination of earnings or profits distributed in any tazable
year, see section 116 (b).”

(0) TecunicaL AmeNpMENT.—Section 119 (a) (2) (B) (relating
to rules as to source of income in the case of dividends) 1s hereby amended
by inserting before the semicolon at the end thereof the following: ‘‘to
tlgtle extent exceeding the amount which vs 100[86ths of the amount of the
credit allowable under section 26 (b) in respect of such dividends’ .

(¢) Errecrive Dare.—The amendments made by this section shall
be applicable only with respect to tazable years beginning after December
31, 19560, -

And the Senate agree to the same.
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Amendment numbered 45:

That the House recede from its disagreement to the amendment of
the Senate numbered 45, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 313, MUTUAL SAVINGS BANKS, BUILDING AND LOAN
ASSOCIATIONS, COOPERATIVE BANKS.

(@) Murvar Savinas Bavks.—Section 101 (2) (relating lo exemption
from tax of mutual savings banks) vs hereby repealed.

(b) BurLping anp Loax Assoc1ATIONS AND COOPERAVIVE BANKS.—
Section 101 (4) (relating to exemption from tax of building and loan
assoctalrons and cooperative banks) s hereby amended to read as follows:

“(4) Credit unions without capital stock organized and operated
Jor mutual purposes and without profit; and corporations or
associations without capital stock organized prior to -September
1, 1951, and operated for mutual purposes and without profit for
the purpose of providing reserve funds for, and insurance of, shares
or deposits in—

“(A) domestic building and loan associations,

“(B) cooperative banks without capital stock organized and
operated for mutual purposes and without profit, or

“(O) mutual savings banks not having capital stock repre-
sented by shares;’’.

(¢) Exemprions Froym Excrss Prorrrs Tax.—Section 464 (corpora-
tions exempt from the excess profils tax) is hereby amended by adding at
the end thereof the following:

“(h) Any mutual savings bank not having capital stock represented by
shares, any domestic building and loan association (as defined in section
3797 (a) (19)), and any cooperative bank without capital stock organized
and operated for mutual purposes and without profit.”

(d) FeperdAL Savines anp Loan Assocrarions.—Section & (k) of
the Home OQwners’ Loan Act of 1933, as amended (12 U. S. C. 1464 (1)),
18 hereby amended by striking out “date)”’ and inserting in liew thereof
the following: “‘date, and except, in the case of taxzable years beginning
after December 31, 1961, income, war-profits, and excess-profits taxes)".

(e) Bap DeBT RESERVES.—Section 28 (k) (1) (relating to deduction
from gross income of bad debts) is hereby amended by adding at the end
thereof the following: “In the case of a mutual savings bank not having

. capital stock represented by shares, a domestic building and loan associa-
tion, and a cooperative bank without capital stock organized and operated
for mutual purposes and without profit, the reasonable addition to a
reserve for bad debts shall be determined with due regard to the amount
of the taxpayer’s surplus or bad debt reserves existing at the close of
December 31, 1961. In the case of a taxpayer described in the preceding
sentence, the reasonable addition to a reserve for bad debts for any taxable
year shall 1n no case be less than the amount determined by the taxpayer
as the reasonable addition for such year; except that the amount deter-
mined by the taxpayer under this sentence shall not be greater than the
lesser of (A) the amount of its net income for the tazable year, computed
without regard to this subsection, or (B) the amount by which 12 per
centum of the total deposits or withdrawable accounts of its depositors .
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al the close of such year exceeds the sum of its surplus, undivided profits,
and reserves at the beginning of the tazable year.”

(f) Divivenns Parp ro Deposirors.—Section 28 (r) (reiating to
the deduction from gross income of certain dividends pawd by banking
corporations) 18 hereby amended to read as follows:

“(ry Divipexns Parp By BANkING CoRPORATIONS. —

“(1) Inthe case of mutual savings banks, cooperative banks, and
domestic budlding and loan associations, amounts paid to, or credited
to the accounts of, depositors or holders of accounts as dividends on
their deposits or withdrawable accounts, if such amounts paid or
credited are withdrawable on demand subject only to customary
notice of intention to withdraw.

“(2) For deduction of dividends paid by certain other banking
corporations, see section 121."

(9) Depucrion For RePAYMENT oF CErTAIN LOANS-—Section 23
(relating to deductions from gross income) is hereby amended by adding
at the end thereof the following:

“(dd) RErAyMENT BY MurvaL Savings Banks, Erc., or CERTAIN
Loans.—In the case of a mutual savings bank not having capital stock
represented by shares, a domestic building and loan association, or a
cooperative bank without capital stock organized and operated for mutual
purposes and without profit, amounts paid by the taxpayer during the
tazable year in repayment of loans made prior to September 1, 1961, by
(1) the United States or any agency or instrumenta]ity thereof which s
wholly owned by the United States, or (2) any mutual fund established
under the authority of the laws of any State.”

(h) Drrinirion or Bank.—Section 104 (@) (relating to definition of
bank) 1s hereby amended by inserting at the end thereof the following:
“Such term also means @ domestic building and loan association.”

(1) Derinirion or Domesric Burnping AND LoAN ASSOCIATION, —
Section 3797 (a) (relating to definitions for the purposes of the Internal
Revenue Code) is hereby amended by adding at the end thereof the following
new paragraph:

“(19) DoMESTIC BUILDING -AND LOAN ASSOCIATION.—The term
‘domestic building and loan association’ means a domestic building
and loan association, a domestic savings and loan association, and a
Federal savings and loan association, substantially all the business
of which is congned to making loans to members.”

(7) Lrrrcrive Dark.—The amendments made by this section shall
be applicable only with respect lo taxable years beginning after De-
cember 31, 1961, :

And the Senate agree to the same.

Amendment nunbered 46:.

That the House recede from its disagreement to the amendment of
tho Senate numbered 46, and agree to the same with the following
amendinents:

On page 67, line 8, of the Senate engrossed amendments, insert
after the period the following: Allocations made after the close of the
taxable year and on or before the fifteenth day of the ninth month follow:
the close of such year shall be considered as made on the last day of suc
taxable year to the extent the allocations are attributable to income derived
before the close of such year. .
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On page 67, line 10, of the Senate engrossed amendments, insert
after “patronage’’ the following: in the same or preceding years

On page 68, line 25, of the Senate engrossed amendments, strike
out the quotation marks and insert the following: This subsection
shall not apply in the cases of any corporation (including any cooperative
or nonprofit corporation engaged in rural electrification) exempt from
taxation under section 101 (10) or (11) or in the case of any corporation
subject to a tax imposed by supplement Q.

On page 69 of the Senate engrossed amendments strike out line 1
and al tﬁat follows through line 9.

On page 69, line 10, of the Senate engrossed amendments, strike
out ““(e)” and insert (d)

And the Senate agree to the same.

Amendment numbered 53:

That the House recede from its disagreement to the amendment of
th(lz Senate numbered 53, and agree to the same with an amendment as
follows:

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

“@1) in t%xe case of sand, gravel, slate, stone (including
pumice and scoria), drick and tile clay, shale, oyster shell,
clam shell, granite, marble, sodium chloride, and, if from
brine welfs, calctum chloride, magnestum chloride, and
bromine, & per centum, ,

“(1) in the case of coal, asbestos, brucite, dolomite,
magnesite, perlite, wollastonite, calcium carbonates, and
magnesium carbonates, 10 per centum,

“@G11) in the case of metal mines, aplite, bauxite,
fluorspar, flake graphite, vermiculite, berly, garnet, feld-
spar, mica, tale (including pyrophyllite), lepidolite,
spodumene, barite, ball clay, sagger clay, china clay,
phosphate rock, rock asphalt, trona, bentonite, gilsonite,
thenardite, borax, fuller's earth, tripoli, refractory and
fire clay, quartzite, diatomaceous earth, metallurgical grade
limestone, chemical grade limestone, and potash, 16 per
centum, and

And the Senate agree to the same.

Amendment numbered 54:

That the House recedo from its disagreoment to the amendment of
tho Senate numbered 54, and agree to the same with an amendment
as follows: :

On page 74 of the Senate engrossed amendments strike out lines
12 and 13 and insert the following: taxes) is hereby amended by striking
out “60 per centum of the value of the net estate”’ and inserting in lieu
thereof ‘35 per centum of the value of the gross estate’’.; and the Senate
agree to the same. :

Amendment numbered 55:

That the House recede from its disagreement to the amendment of
the Senate numbered 65, and agree to the same with an amendment
as follows: . ,

On page 74, line 21, of the Senate engrossed amendments strike out,
“ExcLusive’ and insert Excrusion; and the Senate agree to the
same.

90721 —081—2
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Amendment numbered 59:

That the House recede from its disagr oement to the amendment of
the Senate numbered 59, and agree to the same with an amendment
as follows:

Strike out the matter proposed to be stricken out by the Senate
amendment, and insert the following: In the case of any tazable
year beginning after October 31, 1951, and before November 1, 1953, there
shall be aseertained, in liew of the amount computed under the preceding
sentence, an amount equal to 26 per cenlum of the exrcess of the net long-
term capital gain orver the net short-term capital loss.

And the Senate agree to the sz e,

Amendment numbered 64:

That the House recede from its disagreement to the amendment of
the Senate numbered 64, and agree to the same with an amendment as
follows:

On page 79 of the Senate engrossed amendments strike out all after

“poultry” in line 14 to and including “acquisition’ in line 17; and
the Senate agree to the same,

Amendment numbered 67:

That the House recede from its disagreement to the amendment of
the Senate numbered 67, and agree to the same with an amendment
as follows:

In liew of the matter proposed to be inserted by the Senate amend-
ment insert the following: This paragraph shall not apply to income real-
1zed by the owner as « co-adventurer, partner, or principal in the mining of
cuch coal.  The date of disposal of such coal shall be deemed to be the date
suech coal is mined, In determining the gross income, the adjusted gross
income, or the net income of the lessee, the deductions allowable with respect
to rents and royalties shall be determined without regard to the provisions of
this paragraph, This paragraph shall have no application, in the case
of coal, for the purposes of applying section 102 or subchapter A of chapter
2 (zncludm(j the (ompulutum under section 117 (¢) (1) of a ia:r wn liew of
the taa imposed by section 500)

And the Senate agree to the same,

Amendment numbered 77:

That the House recede {from its disagreement to the amendment of
the Senate numbered 77, and agree to the same with an amendment as
follows:

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:

SEC. 328. TREATMENT OF GAIN ON SALES OF CERTAIN
PROPERTY BETWEEN SPOUSES AND BETWEEN
AN INDIVIDUAL AND A CONTROLLED COR-
PORATION.

(@) Disarrowance oF Caprrdr Gain TrearmeNT.—Section 117
(relating to capital gains and losses) is hereby amended by adding at the
end thereof the following new subsection:

“(0) Gain Froy SALE or CerTaIN PrOPERTY BETWEEN SPOUSES
OR BETWEEN AN INDIVIDUAL AND A CoNTROLLED CORPORATION . —
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““(1) TREATMENT OF GAIN AS ORDINARY INcoME.—In the case
of a sale or exchange, directly or indirectly, of property descriled in
paragraph (2)—

“(A) between a husband and wife; or
“(B) between an individual and a corporation more than 80
per centum in value of the outstanding stock of which is owned
by such individual, his spouse, and his minor children and
manor grandchildren;
any gain recognized te the tr(ml}feror from the sale or exchange of
such property shall be considered as gain from the sale or eachange
of property which is neither a capital asset nor property described in
sub&ection ().

““(2) SUuBSECTION APPLICABLE ONLY TO SALES OR EXCHANGES
OF DEPRECIABLE PROPERTY.—This subsection shall apply only
in the case of a sale or exchange of property by a transferor which in
the hands of the transferee is property of a character which is subject
to the allowance for depreciation provided in section 23 (1).”

(b) Errecrive Dare—The amendment made by subsection (a)
shall be applicable with respect to taxable years ending after April 30,
1951, but shall apply only with respect to sales or exchanges made after
May 8, 1951. :

And the Scnate agree to the same,

Amendment numbered 78:

That the House recede from its disagreement to the amendment of
the Senate numbered 78, and agree to the same with the following
amendments: ‘ )

On page 83, line 4, of the Senate engrossed amendments, strike
out “328" and insert 329

On page 83, line 10, of the Senate engrossed amendments, strike
out ““(o)’” and insert (p)

On page 83, line 14, of the Senate engrossed amendments insert
after ““employment” and before the comma the following: and for a
period of not less than & years (or for a period ending with his death)

- And the Senate agree to the same,

Amendment numbered 79:

That the House recede from its disagreement to the amendment of
the Senate numbered 79, and agree to the same with an amendment
as follows:

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

SEC. 330. NET OPERATING LOSS CARRY-OVER,

(a) Loss ror TaxaBLE YEAR BEGINNING BEFORE 1948.—So0 much
of subparagraph (A) of section 122 (b) (2) (relating to the amount of
;alrlry-overs) as precedes ‘“the taxpayer” is hereby amended to read as
ollows:

*(A) Loss for Taxable Year Beginning Before 1948.—FExrcept as
grovided wn subparagraph (D), zfq Jor any taxzable year beginning
efore January 1, 1948,”.
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(b) Arrowance or THREE-YEAR L088 CARRY-OVER FroM TAXABLE
YEears 1948-1949.—Section 122 (b) (2) (relating to the amount of
carry-over) 48 hereby anended by adding after subparagraph (B) the
following new subparagraphs:

“(C) Loss for Taxable Year Beginning After December 31, 1947,
and Before January 1, 19560 —If for any taxable year beginning
after December 31, 1947, and before January 1, 1960, the taxpayer
has @ net operating loss, such net operating loss shall be a net oper-
ating loss carry-over for each of the three succeeding taxable years,
except that the carry-over in the case of each such succeeding taxable
year (other than the first succeeding taxable year) shall be the excess,
if any, of the amount of such net operating loss over the sum of the
net income for each of the intervening years computed—

“(2) with the exceptions, additions, and limitations provided
in subsection (d) (1), (2), (4), and (6), and
“(it) by determining the net operating loss deduction for each
wntervening taxable year without regard to such net operating
loss or to the net operating loss for any succeeding taxable year
and without regard to any reduction specified in subsection (c).
For the purpose of the preceding sentence, the net operating loss for
any taxable year beginning after December 31, 1947, and before
January 1, 1960, shall be reduced by the sum of the net income for
each of the two preceding tazable years computed—
“(111) wuth the exceptions, additions, and limitations pro-
vided in subsection (d) (1), (2), (4), and (6), and
“(1v) by determining the net operating loss deduction without
regard to such net operating loss or to the net operating loss for
the succeeding tamb%:z year, and without regard to any reduction
specified in subsection (c).

“(1)) Loss for Tazable Year Beginning After December 31, 1946,
and Before January 1, 1948, in the Case of a Corporation Which
Commenced Business After December 31, 1946 —1If for any taxable
year beginning after December 31, 1946, and before January 1, 1948,
@ corporation which commenced business after December 31, 1946,
has a net operating loss, such net operating loss shall be a net
operating loss carry-over for each of the three succeeding laxable
years, except that the carry-over in the case of each such succeeding
taxable year (other than the first succeeding taxable year) shall be
the excess, if any, of the amount of such net operating loss over the
sum of the net income for each of the intervening years computed—

“@) with the exceptions, additions, and limitations provided
wn subsection (d) (1), (2), (4), and (6), and
“(11) by determining the net operating loss deduction for each
intervening taxable year without regard to such net operating
loss or to the net operating loss for any succeeding tazable year
and without regard to any reduction specified in subsection (c).
For the purpose of the preceding sentence, the net operating loss for
any taxable year beginning after December 31, 1946, shall be reduced
by the sum of the net income for each of the two preceding taxable
years computed—
“(vi1) with the exceptions, additions, and limitations pro-
vided in subsection (d) (1), (2), (4), and (6), and
“(iv) by determining the net operating loss deduction without
regard to such net operating loss or to the net operating loss for
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the succeeding taxable year, and without regard to any reduction
specified in subsection (c).” -

(¢) Errrcrive Date.— The amendments made l:}/ this section shall be
applicable in computing the net operating loss deduction for tazable
years beginning after December 81, 1948.

And the Senate agree to the same.

Amendment numbered 80:

That the House recede from its disagreement to the amendment of
the Senate numbered 80, and agree to the same with an amendment
as follows:

On page 87, line 17, of the Senate engrossed amendments, strike
out 330" and insert 337; and the Senate agree to the samse.

Amendment numbered 81:

That the House recede from its disagreement to the amendment of
the Senate numbered 81, and agree to the same with the following
amendments: '

On page 88, line 7, of the Senate engrossed amendments, strike out
“331" and insert 332 '

On page 88, line 21, of the Senate engrossed amendments, strike
out “a majority’’ and insert the following: 60 per centum or more

And the Senate agree to the same.

Amendment numbered 82:

That the House recede from ite disagreement to the amendment of
the Senate numbered 82, and agree to the same with an amendment
as follows:

On page 89, line 5, of the Senate engrossed amendments, strike
out 332" and insert 333; and the Senate agree to the same.

Amendment numbered 83:

That the House recede from its disagreement to the amendment of
.the Senate numbered 83, and agree to the same with an amendment
as follows: :

On page 89, line 19, of the Senate engrossed amendments, strike
out 333" and insert 334; and the Senate agree to the same.

Amendment numbered 84:

That the House recede from its disagreement to the amendment of
the Senate numbered 84, and agree to the same with the following
amendments: )

On page 90, line 22, of the Senate engrossed amendments, strike
out 334" and insert 336

On page 91 of the Senate engrossed amendments strike out line
14 and insert the following: coupons or in registered form, and the
term ‘securities of the employer corporation’ includes securities of a
parent or subsidiary corporation (as defined in section 130A (d) (2) and
(3)) of the employer corporation.”; and the Senate agree to the same.

Amendment numbered 85 *

That the House recede from its disagreement to the amendment of
the Senate numbered 85, and agree to the same with an amendment
as follows: :

On page 91, line 20, of the Senate engrossed amendments, strike
out “335” and insert 336 ; and the Senate agree to the same. .

A
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Amendment numbered 86:

That the House recede from its disagreement to the amendment of
the Senate numbered 86, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 837; and the Senate agree to the same.

Amendment numbered 88:

That the House recede from its disagreement to the amendment of
the Senate numbered 88, and agree to the same with an amendment
as follows:

On page 97, line 4, of the Senate engrossed amendments, strike out
“337" and insert 838; and the Senate agree to the same.

Amendment numbered 89:

That the House recede from its disagreement to the amendment of
the Senate numbered 89, and agree to the same with an amendment
as follows:

On page 98, line 4, of the Senate engrossed amendments, strike out
“338" and insert 339; and the Senate agree to the same.

Amendment numbered 90:

That the House recede from its disagreement to the amendment of
the Senate numbered 90, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 840; and the Senate agree to the same.

Amendment numbered 91:

That the House recede from its disngreement, to the anmendment of
the Senate numbered 91, and agree to the same with an amendment
as follows: .

In licu of the matter proposed to he inserted by the Senate amend-
ment insert the following: :

(¢) IXrrecrive Dare— The amendments made by this section shall be
applicable with respect to tazable years beginning after December 81,
1950.  The determination as to whether a person shall be recognized as a
partner for income tax purposes for any tarable year beginning before
January 1, 1951, shall be made as if this section had not been enacted and -
without inferences drawn from the fact that this section is not expressly
made applicable with respeet to tazable years beginning before January 1,
1951, " In applying this subsection where the taxable year of any family
partner is different from the tazable year of the partnership—

(1) if a taxable year of the partnership beginning in 1960 ends
withan or with, as to all of the family partners, taxable years which
begin in 1961, then the amendments made by this section shall be
applicable with respect to all distributive shares of income derived by
the family partners from such taxable year of the partnership begin-
ning tn 1960, and .

(2) if a taxable year of the partnership ending in 1951 ends within.
or with a tazable year of any family partner which began vn 1960,
then the amendments made by this section shall not be applicable
with respect to any of the distributive shares of income derived by the
family partners from such tazable year of the partnership.

And the Senate agree to the same.



REVENUE ACT OF 1951 23

Amendment numbered 92:

That the House recede from its disagreement to the amendment of
the Senate numbered 92, and agree to the same with the following
amendments:

On page 103, line 5, of the Senate engrossed amendments, strike
out “340” and insert 3/1.

On page 106 of the Senate engrossed amendments, strike out all
after line 3 over to and including line 23 on page 110 and insert:

“(8) Tax ADJUSTMENT MEASURED BY PRIOR BENEFITS.—If
the provisions of this paragraph are applicable to the taxable year
pursuant to an election made by the taxpayer under the provisions
of paragraph (6)—

“(A) Amount of Recovery.— The amount of the recovery in the
taxable year of any money or property in respect of property
considered under subsection (@) as destroyed or seized 1n any
prior taxable year shall be an amount equal to the aggregate
of such money and the fair market value of such property,
determined as of the date of the recovery. For the purpose of
this paragraph, in the case of the recovery of the same property
or interest considered under subsection (a) as destroyed . or
serzed, the fair market value og' such property or interest shall,
at the option of the taxpayer, be considered an amount equal to
the adjusted basis (for determining loss) of such property or
interest in the hands of the taxpayer on the date such property
or inlerest was considered under subsection (a) as destroyed or
setzed. The amount of the recovery determined under this
subparagraph shall be reduced for the purposes of subparagraphs
(B) and (C) by the amount of the obligations or liabilities with
respect to the property considered under subsection (a) as
destroyed or seized wn respect of which the recovery was received,
1if the taxpayer for any previous taxable year chose under sub-
section (b) (2) to treat such obligations or liabilities as discharged
or satisfied out of such property, and such obligations or
liabilities were not so discharged or satisfied prior to the date
of the recovery.

“(B) Adjustment for Prior Tax Benefits.—That part of the
amount of the recovery, in respect of any property considered
under subsection (a) as destroyed or sevzed, which 1s nmot in
excess of the allowable deductions in prior taxzable years on
account of such destruction or seizure of the property (the
amount of such allowable deductions being first reduced by the
aggregate amount of any prior recoveries wn respect of the same
property) shall be excluded from gross income for the tazable
year.of the recovery for the purpose of computing the tax under
this chapter and chapler 2; but there shall be added to, and
assessed and collected as a part of, the tax under this chapter
for the taxable year of the recovery the total increase in the tax
under this chapter and chapter 2 for all tazable years which
would result by decreasing, wn an amount equal to such part of
the recovery so excluded, such deductions allowable in the prior
taxable years with respect to the destruction or seizure of the
property. Such increase in the tax for each such year so
resulting shall be computed in accordance with regulations.
prescribed by the Secretary. Such regulations shall give effect
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to previous recoveries of any kind (including recoveries described
wn section 22 (b) (12)) with respect to any prior year, and shall

rovide for the case where there was no tax for the prior year,

ut shall otherwise treat the tax previously determined for any
year in accordance with the principles set forth in section
3801 (d). All credits allowable against the tax for any year
and all carry-overs and carry-backs affected by so decreasing
the allowable deductions shall be taken into account in com-
puting the increase in the tax, except that the computation of
the excess profits credit under chapter 2 E for any taxable year
shall not be affected. .

“(O) Gain Upon Recovery.— The amount of any recovery or
part thereof, in respect of property considered under subsection-
(a) as destroyed or seized, which is not excluded %om gross
income under the provisions of subparagraph (B) shall be con-
sidered for the taxable year of the recovery as gain on the involun-
tary conversion of property as a result of its destruction or
serzure and shall be recognized or not recognized as provided
in sectron 112 (f). _

“(D) Recoveries Treated as Gross Income for Certain Pur-
poses.—For the purposes of sections 61, 62, and 3801 (b) the
recovery in the taxable year of any money or property in respect
of property considered under subsection (a) as destroyedp or
serzed in any prior taxable year shall be deemed to be an item
includible in gross income for the taxable year in which the
recovery 18 made.

“(4) RESTORATION OF VALUE OF INVESTMENTS REFERABLE TO
DESTROYED OR SEIZED PROPERTY.—For the purpose of this sub-
section the restoration in whole or in part of the value of any interest
described in subsection (a) (3) by reason of any recovery of money
or property in respect of property to which such intcrest related and
which was considered under subsection (a) (1) or (2) as destroyed
or seized shall be deemed a recovery of property in respect of prop-
erty considered under subsection (a) as destroyed or seized. In
applying paragraph (8) of this subsection such restoration shall be
treated as the recovery of the same interest considered under subsec-
tion (a) as destroyed or seized.

“(6)  ELECTION BY TAXPAYER FOR APPLICATION OF PARAGRAPH
(8).-—If the taxpayer elects to have the provisions of paragraph (3)
applicable to any tazable year in which he recovered any money or
property in respect of property considered under subsection (a) as
destroyed or seized, the provisions of paragraph (3) shall be appli-
cable to all tazable years of the taxpayer beginning after December
31, 1941, and such election, once made, shall be irrevocable. The
election shall be made in such manner and at such {ime as the Secre-
tary may by regulations prescribe, except that no election under this
paragraph may be made after December 81, 1962, unless the taxpayer
recovers money or property (in respect of property considered under
subsection (a) as destroyed or seized) during a taxable year ending
after the date of the enactment of the Revenue Act of 1961. If pur-
suant to such election the provisions of paragraph (3) are applicable
to any taxable year— :

“(A) the period of limitations p ovided in sections 276 and
276 on the making of assessments and the beginning of distraint
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or @ proceeding in court for colléction shall not, with respect

“(1) the amount to be added to the tax for such tazable
year under the provisions of paragraph (3), and
“(1) any deficiency for such taxable year or for any
other taxable year, to the extent attributable to the basis «f
the recovered property being determined under the pro-
vistons of subsectron (d) (2), _
expire prior to the expiration of two years following the date
(oif the making of such election, and such amount and such
eficiency may be assessed at any time prior to the expiration
of such period notwithstanding any law or rule of law which
would otherwise prevent such assessment and collection, and
“(B) i case refund or credit of any overpayment re.s‘*dltin}qL
from the application of the provisions of paragraph (3) to suc
taxzable year is prevented on the date of the ma%ng of such elec-
tion, or within one year from such date, by the operation of ary
law or rule of law (other than section 3761, relating to com-
promises), refund or credit of such overpayment may, mever-
theless, be made or allowed if claim therefor is filed within one
year from such date. '
In the case of any taxable year ending before the date of the makinlq
by the taxpayer of an election under this paragraph, no interest shall
be paid on any overpayment resulting jf}*om the application of the
provisions of paragraph (3) to such taxable year, and no interest shall
be assessed or collected with respect to any amount or any deficiency
specified in clause (A), for any period prior to the expiration of
1z months following the date of the making of such election by the
tazpayer.”’ '
On page 112 of the Senate engrossed amendments strike out line
6 and all that follows through line 17 and insert:

“(2) PROPERTY RECOVERED IN TAXABLE YEAR TO WHICH
SUBSECTION (02 (8) 18 appLICABLE.—In the case of a taxpayer who
has made an election under the provisicns of subsection (c) (6), the
basis of  property recovered shall be an amount equal to the value at
which such property is included in the amount of the recovery under
subsection (c) (3) (A) (détermined without regard to the last sentence
thereof), reduced by such part of the gain under subsection (c) (3)
(O) which 1s not recognized as provided in section 112 (f).”

On page 113, line 2, of the Senate engrossed amendments, strike
out “1940” and insert 1941
And the Senate agree to the same,

Amendment numbered 93:

That the House recede from its disagreement to the amendment of
the Senate numbered 93, and agree to the same with an amendment
as follows: ,

On page 113, line 4, of the Senate engrossed amendments, strike out
341’ and insert 342; and the Senato agree to the same.
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Amendment numbered 96:

That the House recede from its disagreement to the amendment of
the Senate numbered 96, and agree to the same with an amendment
_as follows:
In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 344, NONBUSINESS CASUALTY LOSSES.

(a) Removar oF Limirarion.—Section 122 (d) (6) (relating to net
operating loss deduction) is hereby amended by inserting at the end thereof
the following new sentence: * This paragraph shall not apply with respect
to deductions allowable for losses sustained after December 31, 1950,
i respect of property, if the losses arise from fire, storm, shipwreck, or
other casualty, or from theft.”

(b) Errrcrive Dare.—The amendment made by this section shall be
applicable in computing the net operating loss deduction for tazable years
ending after December 81, 1948.

And the Senate agree to the same.

Amendment numbered 97:

That the House recede from its disagreement to the amendment of
the Senate numbered 97, and agree to the same with an amendment
as follows: ' '

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 345. ABATEMENT OF TAX ON CERTAIN TRUSTS FOR
MEMBERS OF ARMED FORCES DYING. IN
SERVICE.

In the case of a trust which accumulated income for a beneficiary who
died on or after December 7, 1941, and before January 1, 1948, while in
active service as @ member of the military or naval forces of the Uniled
States or of any of the other United Nations, there shall be ollowed as a
deduction in computing the net tncome of such trust (in addition to other
deductions allowable under sections 23 and 162 of the Internal Revenue
Code) income of the trust for any taxable year (before diminution for
income tax) which was accumulated for such beneficvary if—

(1) the income accumulated was: for a tasable year of the trust
whach ended with or within a tazable year (ending on or after Decem-
ber 7, 1941) of such beneficiary during any part of which he was a
member of such military or naval forces, or, in the case of the taxable
year of the trust during which such I’)enqﬁciary died, the income
accumulated was for the period in such tazable year prior to the
death of such benefictary; and '

(2) the amount of such accumulated income was, without regard
to this section, taxable to the trust, and

(8) the income for such taxable year accumulated for the bene-
JSictary, if not distributed to him prior to his death, was payable by
the trust at or after his death only to his estate, spouse, or lineal
ancestors or descendants. o

And the Senate agree to the same.
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Amendment numbered 99: o

That the House recede from its disagreement to the amendment of
jt:hﬁ Senate numbered 99, and agree to the same with an amendment as
ollows:

_Inlieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 346. LIFE INSURANCE DEPARTMENTS OF MUTUAL
SAVINGS BANKS.

(a) Compurarion oF Tax.—Supplement A of chapter 1 w hereby
amended by adding at the end thereof the following new section:

“SEC. 110. MUTUAE SAVINGS BANKS CONDUCTING LIFE
- INSURANCE BUSINESS.

“(a) ALrerNArIvE Tax.—In the case of a mutual savings bank not
having capital stock represented.by shares, authorized under State law to
engage in the business of tssuing life insurance contracts, and which con~
ducts a life insurance business in a separate department the accounts of
which are maintained separately from the other accounts of the mutual

_savings bank, there shall be levied, collected, and paid, in lieu of the taxes
wmposed by secitons 13 and 15, or section 117 (¢) (1), a tax consisting of the
sum of the partial taxes determined under paragraphs (1) and (2):

“) A partial tax computed upon the net income determined
without.regard to any items of gross income or deductions properly
allocable to the business of the life insurance department, at the rates
and in the manner as if this section has not been enacted; and

“(2) a partial tax computed upon the net income (as defined in
section 201 (c) (7)) of the life insurance department. determined
without regard to any ems of gross income or deductions not prop-
erly allocable to such department, at the rates and in the manner

 provided in Supplement G with respect to life insurance companies.

“ &bi Limrrarions or Secrion.—The promsions of subsection (a)
shall be applicable only if the life insurance department would, if it-were
treated as a separate corporation, qualify as a life insurance company

under section 201 (b).” o

() Tecunican AMENDMENT.—Section 13 (relating to normal taz on
corporations) is hereby amended by adding at the end thereof the following
new subsection: : N

“(fy Murvar Savivas Bawxs Conpuverine Lire INSURANCE
Busingss.—For special taz, in liew of the taxes imposed by this section
and section 15, in the case of a muiual savings bank conducting a life
insurance business, see section 110.” S

(02 Errecrive Dare.—The amendments made by this section shall be
?gglicable only with respect to taxable years beginning after December 31,

And the Senate agree to the same,

Amendment numbered 100: . :

That the House recede from its disagreement to the amendment of
the Senate numbered 100, and agree to the same with the following
amendments; - ‘ ‘ o L ‘

On page 120, line 17, of the Senate engrossed amendments, strike
out ‘348’ and. insert 347.‘ , S ‘ '

-On page 120, line 23, of the Senate engrossed amendments, strike
out “the taxable year’” and insert a taxable year beginning before
January 1, 19563 Coe o '
And the Senate agree to the same; -
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Amendment numbered 101:

That the House recede from its disagreement to the amendment of
the Senate numbered 101, and agree to the same with an amendment.
as follows:

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

SEC. 348. DEDUCTION WITH RESPECT TO CERTAIN UN-
RELATED BUSINESS NET INCOME.

(a) UNreLATED Business Ner Income.—Section 422 (a) (relating
to unrelated business net income) is hereby amended by adding at the
end thereof the following: ‘“In the case of an orgamization described
wn section 3813 (a) (2) which is ¢ member of a partnership all of whose
members are organizations described in section 3813 (a) (2), if a trade
or business regularly carried on by such partnership is an unrelated
trade or business wnth respect to such orgamization, such organization
shall, for tazable years beginning before January 1, 1964, be allowed a.
deduction in an amount equal to the portion of the gross income of such.
partnership from such unrelated trade or business which such orgamization
18 required (by a provision of a written contract executed by such organi- -
zation prior to January 1, 1950, which provision expressly deals with
the disposition of the gross income of the partnership)-to pay within the
taxable year in discharge of indebtedness incurred 61; such organization
in acquaring its share of such trade or business, or to irrevocably set aside
within the tazable year for the discharge of such indebtedness (to the
extent that such amount has been so paid or set aside) if (i) such partnershi
was formed prior to January 1, 1960, for the purpose of carrying on suc
trade or business, and (1) substantially all the assets used in carrying on
such trade or business were acquired by it or by its members prior to such
date. As used in the preceding sentence, the word ‘indebtedness’ does
not include indebtedness incurred after January 1, 1960.”

(b) Errecrive Dare.—The amendment made by this section shall be
applicable with respect to taxable years beginning after December 31, 1960,
and prior to January 1, 1964,

And the Senate agree to the same.

Amendment numbered 102;

That the House recede from its disagreement to the amendment of
the Senate numbered 102, and agree to the same with an amendment
as follows: -

On page 122, line 8, of the Senate engrossed amendments, strike
out ‘350" andnsert 849; and the Senate agree to the same,

Amendment numbered 104 :

That the House recede from its disagrcement to the amendment of
the Senate numbered 104, and agree to the same with the following
amendments: ' ' ‘

On page 124, line 11, of the Senate engrossed amendments, strike
out “contributions—’’ and insert the following: contributions; ,

On page 124 of the Senate engrossed amendments, after line 11,
insert the following: . :

“(v) an organization (organized prior to October 1,
1961) which 18 exempt under section 101 (6) and which is
operated for the purpose of conducting an annual chau-
taugqua program of educational, cultural, and religious
actwities at a permanent location—

And the Senate agree to the same.
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Amendment numbered 107: . S .

That the House recede from its disagreement to the amendment of
the Senate numbered 107, and agree to the same with an amendment
as follows: o _

On page 126 of the Senate engrossed amendments strike out
“January” in lines 18 and 19 and insert April; and the Senate agree
to the same. o ,

Amendment numbered 110: \

That the House recede from its disagreement to the amendment of
the Senate numbered 110, and agree to the same with the following
amendments: - ~ . ,

On page 127 of the Senate engrossed amendments strike out
“January’’ in lines 8, 16, 22, and 23 and insert April : L

On page 127, line 18, of the Senate engrossed amendments strike
out “Ipml’ ' and insert Julé; ‘ i _
On page 128 of the Senate engrossed amendments strike out
“January” in lines 6 and 9 and insert April

And the Senate agree to the same. \

Amendment numbered 111: ‘ ‘ )

That the House recede from its disagreement to the amendment of
the Senate numbered 111, and agree to the same with an amendment
as follows: ‘ '

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

SEC. 423. REDUCTION OF TAX ON TOBACCO AND SNUFF.

(@) Repverion 1N Rare.—Section 2000 (a) (relating to taz' on
tobacco and snuff) is hereby amended by striking out ‘“18 cents per
pound”; wherever it appears therein, and inserting in liew thereof ‘10
cents per pound’’. - ) '

- (b) Errecrive Darg.—The amendment made b% subsection (a). shall
take effect on the first day of the first month which begins more than ten
days after the date of the enactment of this Act. .

And the Senate agree to the same, - )
Amendment numbered 118: :
That the House recede from its disagreement to the amendment of
the Senate numbered 118, and agree to the same with an amendment
as follows: o S,
Restore the matter proposed to be stricken out by the Senate amend-
ment and on page 111 of the House engrossed biﬁ',. after line 16, in-
sert: On and after April 1, 1964, the tax imposed by this section shall be
1% cents a gallon in leu of&’ cents a gallon. C
“And the Senate agree to the same. ’

 Amendment numbered 121: - o L
That the House recede from its disagreement to the amendment of

the Senate numbered 121, and agree to the same with an amendment

agfollows: .0~ oo T
On page 130, line 18, of the Senate eng:OsSed amendments, strike

out “January” and insert April; and thie Senate agree to the same.
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Amendment numbered 122:

That the House recede from its disagreement to the amendment of
the Senate numbered 122, and agree to the same with an amendment
as follows: '

On page 131, line 1, of the Senate engrossed amendments, strike
out ‘“‘January’’ and insert April; and the Senate agree to the same. -

Amendment numbered 127:

That the House recede from its disagreement to the amendment
of the Senate numbered 127, and agree to the same with an amend-
ment as follows: . ,

On page 131, line 8, of the Senate cngossed amendments, strike
out “January’’ and insert April; and the Senate agree to the same,

Amendment numbered 128:

That the House recede from its disagreement to the amerdment of
the Senate numbered 128, and agree to the same with an amendment
as follows: ‘<

On pago 131, line 11, of the Senate engrossed amendments, strike
out “January’’ and insert April; and the Senate agree to the same.

Amendment numbered 129:

That the House recede from its disagreement to the amendment of
the Senate numbered 129, and agree to the same with an amendment
as follows: : -

On page 131, line 14, of the Senate engrossed amendments, strike
out “January’” and insert April; and the Scnate agree to the same.

Amendment numbered 131:

That the House recede from its disagreement to the amendment of
the Senate numbered 131, and agree to the same with an amendment
as follows:

On page 132 of the Senate engrossed amendments sirike out “‘Janu-
ary’ in lines 1 and 8 and insert April; and the Senate agree to the same,

Amendment numbered 137:

That the Houso recede from its disagreement to the amendment of
the Senate numbered 137, and agree to tho same with an amendment
as follows:

On page 132, line 17, of the Senate engrossed amendments, strike
out “January” and insert April; and the Senate agree to the same.

Amendment numbered 141: .

That the House recede from its disagreement to the amoendment of
the Senate numbered 141, and agrce to the same with the following
amendments: A

On page 133, line 3, of the Senate engrossed amendments, strike
out ‘“444’’ and insert 464

On page 133 of the Senate engrossed amendments strike out ‘“‘Jan-
uary” in lines 11 and 18 and insert Apri
On page 133, line 20, of the Senate engrossed amendments, strike
out “February” and insert May

On page 134, line 2, of the Senate engrossed amendments, strike
out ‘“‘January’’ and insert Aprd

And the Scnate agree to the same.
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- Amendment numi)ered 142:

That the House recede from its disagresment to the amendment of
the Senate numbered 142, and agree to the same with an amendment
as follows: ' ‘

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 466; and the Senate agree to the same.

Amendment numbered 143:

That the House recede from its disagreement to the amendment of
the Senate numbered 143, and agree to the same with an amendment
as follows: , , :

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 466; and the Senate agree to the same.

Amendment numbered 151:

That the House recede from its disagreement to the amendment of
the Senate numbered 151, and agree to the same with the following
amendments: -

On page 135, of the Senate engrossed amendments, strike out ‘452’
in lines 8 and 13 and insert 462 '

On page 135, line 16, of the Senate engrossed amendments, strike
out “December 31, 1853’ and insert March 31, 1964 ‘

And the Senate agrea to the same, ‘

Amendment numbered 154:

That the House recede from its disagreement to the amendment of
the Senate numbered 154, and agree to the same with. an amendment
as follows: : ‘

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:. 464; and the Senate agree to the same.

Amendment numbered 156: : ,

That the House recede from its disagreement to the amendment
of the Senate numbered 156, and agree to the same with an amend-
ment as follows:; . - :

In lieu of the matter proposed to be inserted by the Senate amend-
mont insert the following: 461 and 463; and the Senate agree to the
same. : : :

Amendment numbered 163:

That the House recede from its disagreement to the amendment of
the Senate numbered 163, and agree to the same with the following
amendments: o : : '

On page 136, line 18, of the Senate engrossed amendments, strike
out “461” and insert 471 o

On page 137, line 5, of the Senate engrossed amendments, strike
out “461” and insert 471 ]

And the Senate agree to the same,

Amendment numbered 166: ) K <

That the House recede from its disagreement to the amandment of
the Senate numbered 166, and agree to the same with an amendment
as follows: : . :

On page 137, line 13, of the Senate ’ang;ossed amendments, strike
out “January’’ and insert April; and the Senate agree to the same.
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Amendment numbered 167 : .

That the House recede from its disagreement to the amendment of
the Senate numbered 167, and agree to the same with an amendment
as follows: - :

On page 137, line 23, of the Senate engrossed amendments, strike
out ‘‘January’’ and insert April; and the Senate agree to the same.

Amendment numbered 168:

That the House recede from its disagreement to the amendment of
the Senate numbered 168, and agree to the same with an amendment
as follows: A

On page 138, line 5, of the Senate engrossed amendments, strike out
“January” and insert April; and the Senate agree to the same.

Amendment numbered 172: o
That the House recede from its disagreement to the amendment of
the Senate numbered 172, and agree to the same with an amendment

as follows: , \
In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 490; and the Senate agree to the same,

Amendment numbered 173:

That the House recede from its disagreement to the amendment of
the Senate numbered 173, and agree to the same with the following
amendments: \ :

On pago 138, line 19, of the Senate engrossed amendments, strike
out “473” and.insert 483 -

On page 139, line 7, of the Senate engrossed amendments, strike out
“producer or” and insert producer of

And the Senate agree to the same, -

Amendment numbered 174: :

That the House recede from its disagreement to the amendment of
the Senate numbered 174, and agree to the same with the following
amendments:

On page 139, line 19, of the Senate engrossed amendments, strike
out “474” and insert 484

On page 140, line 10, of the Senate engrossed amendments, strike
out “skates;”. :

On page 140 of the Senate engrossed amendments strike out lines
19, 20, and 21 and, in lieu thereof, insert the following: 15 per centum,
except that on and after April 1, 1964, the rate shall be 10 per centum,;
Jishang Z;ods, creels, reels, and artificial lures, baits, and flies; 10 per
cenfum. '

And the Scenate agree to the same,

Amendment numbered 175: :
That the House recede from its disagreement to the amendment of
the Senate numbered 175, and agree to the same with an amendment

as follows: : ‘
In lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following: 485; and the Senate agree to the same.’

Amendment numbered 178: :

That the House recede from its disagreement to the amendment of
t,hef Senate numbered 178, and agree to the same with an amendment
as follows:
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In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: g; striking out *‘Electric direct mojor-driven
fans and air mrmdators,” and_inserting in liey thereof “FElectric direct
motor-driven fam and air eirculators (not of the industrial tgpc) and the
follgﬁotw applwnces of the houselwld type ", (2); and the enate agree
to the same..

A.mendment numbered 179

That the House recede from its dtsagreement to the amendment of
the Senate numbered 179, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be. inserted by the Senate amend-
ment insert the followmg (3), and on page 139 of the. House engrossed
bill, in lines 3 and 4, strike out “and the followmg apphances of the
household type HadH and the Sena.te agree to the éame ' ,

i

Amendment numbered 184 N

That the House recede from its dlsagreement to the amendment of
the Senate numbered 184, and agree to the same, thh an amandment
as follows;. ., -

Restore the metter proposed to be etncken out by the Senate amend-
ment, omit the matter proposed to be inserted by the.Senate amend-
ment, and on page 139, line 11, of the House engrossed bill, strike out
485" ) and insert 486; and the Senate agree to the salne :

Amendment numbex‘ed 185:

Thiat the House Tecede from its dlsegreement to the nmendment of
the Senaté numbered 185, and agree to the same with an' amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 487 and the: Sena.t.e a.gree to the same;

'Améndment; numbered '188:

That the Holse recede from lts dlsagreement to’ the amendment of
thef Slolenate numbered 188, and agroe to the same with an amendment
as follows: '

In lieu of the matter prOposed to be inserted by the Senate a.niend-
ment insért the following: 15 and the Senate agree to the sa.me. -

- Amendment numbered 191: RPEE i

That the House recede from its dlsagreement to the amendment of
thef Sﬁanete numbered 191, and agree to:the same with.an’ amendment
as follows: . {

. In lieu of the matter proposed to be mserted by 'the Sena t’”ahlend-
ment insert the following: 488 and the Sengte: igree to the sam

Amendment numbered 193 ':

That the House rdcede:from-its dmagreement to the: amandment of
thef Sene.n te humbered 193, and dgree. to. the:same with an ameridment
as follows: "

~ Inlieu of the mag ter proposed. to be meerted b" 'the S ‘tfé ani'f\nd.
ment msert ‘the'following: 489; dnd the Senate agree" 'the same.

90721 —51——38
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Amendment numbered 194: :

That the House recede from its disagreement to the amendment of
the Senate numbered 194, and agree to the same with an amendment .
as follows: , ' . .

On page 144, line 11, of the Senate engrossed amendments, strike out
“January’’ and insert April; and the Senate agree to the same. v

Amendment numbered 197:

That the House recede from its disagreement to the amendment of
the Senate numbered 197, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 489; and the Senate agree to the same.

Amendment numbered 198: o

That the House recede from its disagreement to the amendment o
the Senate numbered 198, and agree to the same with an amendment
as follows: :

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: a producer or importer of gaséline. The

yrovisions of section 3443 shall be applicable to the floor stocks taz imposed
iy this subsection so as to entitle, subject to all the provisions of such
section, (1) any manufacturer or producer to a refund or oredit of such taz
under subsection (a) (1) of such section, and (2) any person paying such
floor stocks tax to a refund or credit thereof where gasoline i8 by such
person or any other person used or resold for any of the purposes specified
wn subparagraphs (A) (), (i), and (132) of subsection (a) (3) of such
section.

And the Senate agree to the same.

Amendment numbered 199:

That the House recede from its disagreement to the amendment of
the Senate numbered 199, and agree to the same with the following
amendments: ' ,

On page 145 of the Senate engrossed amendments strike out
“January’ in lines 6, 12, and 13 and insert Apri o

On page 145, line 16, of the Senate engrossed amendments, strike
out “April” and insért July _

On page 146, line 9, of the Senate engrossed amendmonts, strike
out “January’’ and insert April I

And the Senate agree to the same.

Amendment numbered 200: o

That the House recede from its disagreement to the amendment ot
the Senate numbered 200, and agree to the same with an amendment
as follows: - R

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 490; and the Senate agree to the same. -

Amendment nuymbered 210: o

That the House recede from its disagreement to the amendment, of
the Senate numbered 210, and agree to the same with an amendment
as follows: '

On page 147, line 10, of the Senate engrossed amendments, strike
out ‘482" and insert 492; and the Senate agree to the same,

!



REVENUE ACT OF’ 1057 35

Amendment numbered 211:

That the House recede from its disagreement to the amendment’ of
the Senate numbered 211, and agree to the same with'an amendment
as follows; Hed

In lieu of the matter proposed to be inserted by the Sens,te amend-
ment insert the following: 493; and the Senate agree to the same it

Amendment numbered 213: B oL TR

That the House recede’ from its dlsagreement to’ the amendment of
the Senate numbered 213, and agree to the Fame w1th an amendmcnt
as follows:

On page 148, line-15, ‘of.\ the ‘Senate engrossed amendments strlke
out ““484’" and’ insert 494, and the Senate agree to the sa.me e

Amendment numbered 214:

That the House recede from its dnsagreement to the amendment of
the Senate numbered 214, and agree to the same with the followmg
amendments:

On page 149, line 15, of the Sennte engrossed amendmente, stmke
out ‘485’ and 1nsert 495 S

On page 149 of the Senate engrossed amendments after ithe quota-
tion marks in line 24 insert the following: The determmdtwn as'to the
applwabzhty of the tax wm fosed by section 8476in'the case of the trans-
portation of any excavated material, other than transportation'to which
the amendment made by this subsection applies; shall be made as if this
subsection had not been enacted’ and without inferences drawn: from the:
fact that the amendment made by this subsection is not ezpress y appli-
cable to the transportation of such other emwated matemal :

And the Senate agree to the same e

Amendment numbered 215:

That the House recede from its dlsagreement to the amendment of
the Senate numbered 215, and agree to.the same with an.amendment
as follows:

In lieu of the matter prop osed to be inserted by. the Senate amend-
ment insert the following: 496' and the Sena,te egree to- the same,

‘Amendment numbered 216: v

That the House recede from its dlsagreement to the amehdment of
the'Sendate numbered 216, and agree to- the seme W1th tl;e following
amendments e

ge 160, line 8, of: the Senate engrossed amendments strike
out. “487 and msert o7

On p page’ 150 of “the Senate engx‘ossed amendmehts stmke out.
“Janua in'lines 15 and 22 and insert-Ag r‘d SR :

On page 151 of the Senate "engrossed amendmentsﬂ stnke out
“Januarﬁ” in lines 10 and 18 and msert Apnl B

e Senate agree to the'same. DR

- Amendment numbered 217:, ... )och s T
That the House recede from its: dxeagreement t.o the emendment of
thef Sﬁanate numbered 217 and ‘agree to tbe same with an amendment
as 1tolows: ' . PR ‘\h AVE TR 8 iv{‘
page 151, lme 22 of the Saniite - engrosséd emendments ‘strike
out “488 ‘and insert 4.98 and-the Senate agx‘ee to the.same,.

N
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Amendment numbered 219:

That the House recede from its disagreesment to the amendment of
the Senate numbered 219, and agree to the same with an amendment
as follows: o :

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: S :

SEC. 501. MAXIMUM TAX FOR NEW CORPORATIONS.
Section 430 (relating to imposition of tax) is hereby amended as follows:

(1) By adding at the end of subsection (a) thereof, as amended by
section 121 of this Act, the following: ‘

¢ (8) in the case of a corporation for which an amount is determined
for the taxable year wnder subsection (¢), the amount determined under
such subsection.” : ,‘

(2) By redesignating subsection (e) as subsection (f); and

(8) By inserting after subsection (d) the following new subsection:

“(¢) New CORPORATIONS.— |

“(1) ALTERNATIVE AMOUNT.—In the case of a taxzpayer which
commenced business after July 1, 1945, and whose fifth tazable year
czg;ls ha&fl% June 30, 1960, the amount referred to wn subsection (a)

8 e— :

“(A) If the taxzable year 1s the first or second tazable year of
the taxzpayer, an amount equal to & per centum of the excess
profits net income for the tazable year, emcept that if the. excess
profits net income exceeds $300,000, the amount shall be the sum
of $16,000 plus the amount determined under subparagraph

I0) of this paragragh.r : ' N .

“(B) If the tazable year is the third tazable year of the tax-
payer, an amount equal to 8 per centum of the excess profits net
wncome for the taxable year, except that 'laf the excess profits net
tncome exceeds $300,000, the amount shall be the sum of $24,000
plus the amount determined under subparagraph (E) of this
paragraph. . o

“(C) If the tazable year 18 the fourth taxable year of the tax-
payer, an amount equal to 11 per centum of the excess profits
net income for the taxable year, except that ;L'Lf;the excess. profits
net income exceeds $300,000, the amount shall be the sum of
$33,000 plus the amount determined under subparagraph (E).
th/tisparagmph. . ST S

“(D) If the tazable year is the fifth taxable year of the tax-
payer, an amount equal to 14 per centum of the excess profits,
net-income for the taxable year, except that +f the excess profits
net income exceeds $300,000, the amount shall be the sum E(,)'f
842,000 plus the amount determined under subparagraph (E)
of this paragraph, ‘ , e
“(E) The amount determined under this subparagraph shall

be— ‘ A
“(1) if the tazable year ends before April 1,:1961, an
amount equal to 15 per centum of the excess 'of the' excess
profits net income for the taxable yedr over $800,000.
‘(1) z'{)tlw tazable year begins on January 1, 1961, and
ends-on-December 81, 1851, an amount ‘equal to 17% per
centum of the excess of the excess profits net income for the
tazable year over $300,000.
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- “(i28) if ‘the tazable: year: (other than a taxable year de-
seribed in - clause (i) ends after' March 31, 1961, an
amount equal to 18 per centum of the exress of the excess
profits net income for the taxable year over $300,000.
“(2) Firsr FIVE TAXABLE YEARS.—For the purpose of this sub-
section— - Lo R

“(A) The taxable year in which the taxpayer commenced
business and the first, second, third, and fourth succeeding taz-
able years shall be considered ils first, second, third, fourth, and
fifth tazable years, respectively.- * - .

“(B) The taxpayer shall bée considered to have been in exist-
ence and to have had taxable years for any period during which
it or any corporation described in any clause of this subpara-

raph was in existence, and the taxpayer shall Se considered to
gave commenced business on the edarliest date on which it or any
such corporation commenced business: - ¢ - ,

‘““(1) Any corporation which during or prior-to the taz-
able year was a. party with?-’the‘ta:ffayer»to a’ transaction
described in section 446 (9)-(2) (A), (B), or (0), deter-
-mined as if the date ‘July 1, 1946’ were substituted for
the date ‘December 1, 1960 in section 446 (g) (2) (C):

“ (1) Any corporationif a group of not more than four
persons who control the taxpayer at any time during the
taxable year also controlled ‘such: corporation: at any' time
during the period beginning twelve months preceding their
acquisition of control of the taxpayer and ending with the
olose of the tazable year; but only if at any time. during
such period (and while suck persons controlled such cor-
i)oratzon) such corporation was engaged in a trade or

usiness substantially stmilar to the irade or business of

e

the taxzpayer during the tazable year. For the purpose of
this clause, the term ‘control’ means the ownership of more
than 60 per centum of the totdl combitied voting power
of dll clgsses of stock entjtled, &Z@Ok, or. more, than 60 ‘per
centum of the total value of shares of all classes of stock.
A person shall not be considered o member, of the group
referred to.in this clause unless duiing the period referred
to in this clause he owns stock in such corporation at @
time when the members of the group control such corpora-
tion and he owns stock in the taxzpayer at a time when the
members of the group control the tatpayer.: For the purpose
of -this: clause; the ownership iof ‘stock shall! be: determined
an accordance: with -the provisions of :section. 508, except
that constructive ownership under section 6503 (a): (2):shall
be: detérmined: only with respect to ithe individual's spouse
and manop.ehldren. e Lo e selivaoip ol oe
A (0d) In case the taxpayer during. or:prior io the tazab
year was.a purchasing corporation. (as defined:in part IV),
the  selling: corporation. -(as défined ‘ini-such \part) whose
 propertics were. acquired: An ‘the part | I'V) transaction but
this clause shall not apply unless for:the taxable year or
for any preceding tazable year the conditions of para-
graphs (13, (), and 5) of setion 474 (o) were soligfed
ith respect to such transaction. o ‘
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(i) Any corporation which, under regulations pre-
scribed by the Secretary, is determined by one or more addi-
tional applications of clauses (3) to (1i3) to stand indirectly
in the same relation to the taxpayer as though such corpo-

: ration were described in any such clause.

If as of the beginning of December 1, 1950, the adjusted basis
Jor determining gain upon sale or exchange of the aggregate
assets theretofore acquired by the taxpayer in transactions
described in clausee (1) and (i) (or acquired in the ordina
course of business in replacement of such assets) ond held by
al such time constituted less than 20 per centum of the adjusted
basis for determining gain upon sale or exchange of its total
assets held at such time, then transactions described in such
clauses occurring prior to such date shall be disregarded in
determining the date as of which the taxpayer shall be considered
to have commenced business. ,

“(8) Limrrarion.—The provisions of paragraph (1) of this
subsection shall not apply to a taxzpayer which derives more than
50 per centum of its gross income (determined without regard to
dividends and without regard to gains from sales or exchanges of
capital assets) for the taxzable year from contracts and subcontracts
to which he provisions of title I of the Renegotiation Act of 1961
(or the provisions of any prior renegotimion act) are applicable.”

And the Sonate agree to the same. :

Amendment numbered 220:

That the House recede from its disagreement to the amendment of
the Senate numbered 220, and agree to the same with the following
amendments: )

On page 160, line 4, of the Senate engrossed amendments insert,
after ‘“corporation’, the following: at the time it renders such services
or assistance

On page 160, line 12, of the Scnate engrossed amendments strike
out “renders” and insert rendered )

On page 160, line 19, of the Senate engrossed amendments strike out
“eonstitutes’” and insert constituted

On pago 161, line 1, of the Senate engrossed amendments strike out
“owns’ and insert the following: at the time it rendered such services or
assistance owned

And the Senate agree to the same,

Amendment numbered 221: .

That the House recede from its disagreement to the amendment of
the Senate numbered 221, and agree to the same with an amendment
as follows: o ,

On page 161, line 17, of tho Senate engressed amendments strike
out the quotation marks and insert the following: In computing the
average base period net income for such substituted period, the excess
profits net income for Junuary, February, and March of 1960 shall be
computed by use of the ‘weighted excess profits net income’, as defined in
section 486 (e) (2) (E), for the tazable year in which such months fall.”;
and the Senate agree to the same.
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Amendment numbered 222:

That the House recede from its dlsagreement to the amendment of
the Senaté numbered 222, and agree to the sa.me w1th the followmg
amendments:

On page 164, line 4, of the Senate engrossed amendments strxke
out “regulation’ and insert requlations

On_page 165, line 4, of the Senate engrossed amendments stnke‘
out the period 'and quotamon marks and insert the following:', dnd
such monthly excess profits: net income shall be in liew of the monthly
excess profits net wncome determmed under paragraphs (1) ancl (9) of-
section 462 (b).” ‘

And the Senate agree to the same.

Amendment numbered 224:

That the House recede from its dlsa,greement to the a,mondment of
the Senate numbered, 224, and agree to the same with an amendment.,
as follows:

In lieu of the mattor proposed to be mserted by the Sonato umend-,
ment insert the following:

SEC. 506. ADJUSTMENTS FOR CHANG’ES IN INADMIS-‘
‘ SIBLE ASSETS IN CASE OF BANKS.

(4) AMENDMENT oF SECTION 436 (g).—Section 436 (g) (relatmg to
net capital addition or reduction) s hereb by amended by redesignating
naragraph (8) as paragra z;bh (11) and by adding after paragmph €]
the following new paragrap

“(8) ADJUSTMENTS FOR CHANGES IN INADMISSIBLF ,Assm"s IN
c43E oF BANKS.—In the case of a bank (as defined in section 104)—
“(A) If the increase in total assets for the taxable year exceeds
the net capital addition computed without regard to the adjust-
ment under paragraph (1) for an increase in “tnadmissible
assets, then the net capital addition for the tazable year shall
not be less than the excess of —
“(t) the amount determined under the first sentence of
paragraph (1) over
“(18) -an amount wivich bears the . samc mtw to the increase
in inadmyissible assets for the taxable year, determined under
paragraph (6), as the (zmount computed under such first
sentence bears to the increase in total assets for the tamble
year,

“ (B) If the decrease in total assets Jfor the - taa:able year
exceeds the met capital reduction. computed without regard o,
the adjustment under- aragraph (%) for. a_decrease: in ‘tnad-
missible .assets, then, the net capital reduction for the tamb(q
year shall riot Be less than the excess of —

“@) the amount determ'med umler tlw first seMo:m'e of
pamqraph (2) over
- () dn amount: Awhiok bears ﬂw same- ratw to thé de-
crease. in. inadmissible. assets: for the tazable year,: deter-
mined under paragraph (6), as the' amount computed; under
-such first sentence bears ta the decreaée 1in ‘total assets. for
the taxable year. BRI TR IR ()
For the purpose of this. par agra h; the mcrease or decreaea n total
: ausete Jor the tazable year shall be.computed in the same manner ag
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the increase or decrease in inadmissible assets for the tazable year i8
computed under paragrggh (6), except that such computations shall
be made with respect to all assets, whether admissible or inadmissible
assets as defined in section 440.” .

(b) AMeNDMENT OF Skgcrion 438.-—--Section 438 (relating to new
capital credit changes) 18 hereby amended by adding after subsection ()
the following mew subsection:

“(9) ApsusTMENTS FOR INADMISSIBLE ASSETS IN CASE OF BANKS.—
In the case of a bank (as defined in section 104), if the increase in tetal
assets for the tazable year (determined in the manner provided in the last:
sentence of section 436 (g) (8)) exceeds the net new capital additvon com-
puted without regard to the adjustment under subsection (b) for an increase
wn inadmaissible assets, then the net new capital addition for the taxable
year shall not be less than the excess of the amount determined under the
first sentence of subsection (b) over an amount which bears the same ratio
to the increase in tnadmissible assets for the taxable year, determined under
section 436 (q) (6), as the amount computed under such first sentence
bears to such increase in total assets for the taxable year.”

(¢) AMrNDMENT oF SEcTION 436 (f).—Section /36 (relating to
capital additions in base period) 18 hereby amended as follows: o

(1) By inserting tmmediately after the word ‘‘reduced” in para-
graph (1) thereof the following: *“ (but not below zero)'.

(2) By adding at the end of paragraph (1) thereof the following:

“Ior special rule in the case of banks, sce paragraph (6).”

(8) By renumbering paragraph (6) as paragraph (7), and by
culdz'v}:g vmmediately afier paragraph (6) the following new para-
graph: ,

““(6) YRARLY BASE PERIOD CAPITAL OF BANKS.—In the case of a
bank (as defined in section 104), the yearly base period capital for
any tazable year shall be determined as follows:

“(A) A tentative yearly base period capital shall be computed
under paragraph (1) without regard to paragraph (1) (A).

“(B) The tentative yearly base period capital so determined
shall be reduced by the amount determined under section 440 (b)
(relating to tnadmissible assets). IFor the purpose of this sub-
paragraph, the computation under section 440 (b) shall include
only the daily amounts g(lescrz'bed in such section) for the first
day of such tazable year.” _ ‘

(d) I'rrrcrive Dare oF Sunskecrion (¢) (3).—The amendment made
by subsection (c) (3) (adding a new paragraph (6) to section 436 (f))
s be applicable with respect to taxable years beginning on or after the
date of the enactment of this Act, and, at the election of the taxpayer made
in accordance with regulations prescribed by the Secretary, shall be
applicable to all taxable years ending after June 80, 1860,

And ths Senate agree to the same, .

Amendment numboered 225:

That the House recede from its disagreement to the amendment of
the Senate numbered 226, and agree to the same with an amendment
as follows: - v o L

On page 169 of the Senate engrossed amendments strike out lines 9
to 20, inclusive, and insert the following: =~ - -

“(9) DECREASE IN INADMISSIBLE ASSETS.— :
“(A) E’xceg»t as otherwise ‘provided 'in' subparagraph (B)
(relating to banks), the excess of the amount computed under
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paragraph (2) (A4) or (B), whichever is applicadle to the taz-
payer é:)hc “or not any amount 18 determined under the
JSirst sentence o [ paragraph (,9)), over the amount, mng com-
puted under the first sentence of r;;‘gerap @) s e con-
. sidered the et camtal addition le year or. shall
be added to the net capital addztwn otherunse determined under
paragraph (1), as the case may be. The amount of the excess
80 determined skall be subject to the ezceptwns and limitations
provided 1 m paragraph (10).. ,
“(B) In the case of a bank (as defined in section 104), the
computation under subparagraph (A) shall be made X substi-
tudin gefor the amount computed under para raph (2) (4) or (B)
.whie ver of the following amounts 18 the lesser:
) An amount which bears the same ratio fo the decrease
n madmwmble .assets . as the sum. d(); the equity capital
(as defined an section 437 (c)) and the daily borrowed capital
(as defined in section 439 (b)),each. determined as of the
Jirst day of the first taxable year ending aﬁer June 30, 1960,
‘bears to, the total .assets as .of the beginning of such day;
“(47) If paragraph (8) (B) is ap wab e, the amount
computed under paragraph (8) (B) (n
And the Senate agree to the same,

Amendment numbered 226:

That the House recede from its dnsagreement to the amendment of
the Sénate numberad 226, and agree to the same with an "amendment
as followa

aﬁe 172 of the Senate engrossed amendments stnke out line
25 an that follows over 'to, and. including the enod in line 3 on
ag‘e '178: and, msert the' followmg ‘Govérnment obligations’ means 0b-

(:zzons desmbéd i’ section 22.(8) (4) an part of the interest JSrom

hick 18 exclivdible jrom ¢ross income’ or le as o credit against
net ‘tncome; ‘but' such’ term shall include onl such obligations as in the
hands of the tazpayer are property described m section 1 17 (a) (1) (A).;
and the Senate agree to the : same. ‘ ‘

Amﬁndment numbered 227:

That the House recede from its dlsagreement to the amendment of
the Sehate numbered 227, and agree to the. same with a.n amendment
as follows

ﬁ e'175 of the Senate engrossed a.mendments strlke out hne 11
and all that follows thx‘ough hne 17.0n page 177 and: msert the follow-
M ankie \e
T (h) ALTERNATIVE AVERAGE BASE szoz) NEI‘ INC’OME-—-_
“(1 ELIGIBILITY REQUIREMENTS ~—A  lazpayer which com-
menced business.on or before the first day of its base. period shall be
v entzt{edtot;tguag efits of ¢ wgubse;;%m i i k) 1o the
"‘ t ‘¢ €38 'pro néo an
‘immhs elégt’;j i aph ‘(%) (B)zsleasthg»n,%pcr
', cen&urp g ea:ma pmﬁt& net inéonié for
onthé’remdﬁhgu Jand !
' “‘? Vno%‘huﬁl bduction; ¢ mcul ’dr op ef-atwn b8’ intér-
'mpted or diminished because 0} ébuhem‘e, within 18 months
preceding (1) the first day of the 12-month period selected under
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paragrapk (8) (B) (3), or (ii) the first day of any period of 6 or
more consecutive months selected under paragraph (2) (B) (i),
of events unusual or peculiar in the experience of such taxpayer.

This subsection shall have no application unless the tazpayer has
an aggregate exrcess pr }g‘its net mcome for the 24 monthe remammg
under paragraph (2) (B)

“(8) OompurarioNn.—If the taxpayer 18 entitled to the benefits
of this subsection, its average base period net income computed under
this subsection shall be computed as follows: '

“(A) By dflermzmng under subsection (b) the period subject
to adjustment under this section. For the purposes of sub-
paragraph (B) but not for the purposes of paragraph (1) (B)
such ’perw(l shall be considered a period of 36 consecutive
months

“(B) By sélecimg from such period whichever of the following
12 months results in the hzg er remaining aggregate excess
profits net income—

“(1) the 12 consecutive months the elimination of which
produces the highest rema'mmg aggregate excess profits net

- ncome, or

¢ ‘(u) the 12 months which remain after retaining the 24
consecutive months which produce the highest reMammg
aggregate excess profits net income.

“(Q) By com%utmg for each of the 12 months selected under
subparagraph g ) a substiiule excess profits met income com-
puted under subsection (e).

“(D) By computing the sum of—

“(2) the aggregate of the substitute excess 5roﬁls net in~
come, as determined under subparajr or the 12
months selected under subparagra lp but the amount
computed under this clause sggl not. e:cceed one-half of
the aggregate excess profits met income ' for the 24 months
remazmng under subparagraph (B), and
~ ‘(wt) the aggregate of the czcess profits net income for
each of the 24 months rémuining wnder subparagraph (B),
computed in the manner provided by the second sentence
of section 436 (d) (1).

‘“(E) By dividing by three the amount ascertained under
subparagraph (D).

“(8) AaarraarE EXCESS PROFITS NET INCOME, —The ¢ gregate
excess mrofits’ net wncome’ for any period shall be computed for the
purposes of inis subsection in the same munner as umler sub-
section (b).”

And tho Senate agreo to the same,

~ Amondment numborod 228:

That the House recede from its dmagmemout to the amendment of
thof Sﬁmate numbered 228, and agree to the same with an ajrendment
as follows:

On
and all t

HAge 178‘of the Sonate engrossed amendments strike out Jine 10

that follows through the word “the” in line 11 and insert The;

and the Senate agree to the same.
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Amendment numbered 231: <" : ‘

That the Hotise recede from its disagreéement to the amendment of
the Senate numbered 231,'and agree to the same with an amendment:
as follows: | L - B

On page 181, line 3, of the Senate engrossed amendments insert,
after “Commission or”, the following: if the rates for'such furnishing
or sale are subject; and the Senate agree to'the same, -~ -

Amendment numbered 234: . . S

That the House recede from its disagreement to the amondment of
the Senate numbered 234, and agree to the same with an'-amendment
as follows: -~ . .. . .. .- N
On page 183 of the Senate onirossed amendments strike out-line 15
sfuﬁi afl that follows through line 21 on page 184 and insert the
ollowings . . .. . & T
‘“(1) The adjusted basis of the taxpayer's total facilities (as

defined in- section 444 gd))a as of the beginning of it base period
(when added to ‘the total facilities at such time of all corporations
with which the tazpayer has -the‘pﬁvilelge under section 141 of filing
a consolidated return for its first tazable year under this subchapter)
-did not exceed $10,000,000; . . R L ‘
“(2) The basis (unadjusted) of the taxpayer’s total fucilities (as
défined in section 444 (d)) at the close of its base period was 260
per centum or more of the basis (unadjusted) of its total facilities
at the beginning of its base period; S e
. ““(8) The percentage of the tampiz]yer’s aggregale gross income
which was from. condracts with the United States.‘and‘{re‘lated;sub-
condracts. was..(A) at least 70 per centum for the: period: comprising
all:tazable years beginnifg (Zten December 31, 1941, and ending
before January 1, 1946, (B) less.than 20 per centum éfor the period
comprising, all tazable years ending after December 31, 1946, and
before: January 1, 1950, and (O). less than 20 ger centum for the
period comprising all tazable years ending after December 31, 1949,
and beginning before July 1, 1960; and .~ . .
- ““(4) The average monthly ezceswrof.it,s net tncome of the tax-
payer (computed in the manner provided in section 443 (e)) for—
: “(A). the period comprising all tazable years ending with
or within the last 24 months of its base period, and, .
“(B) the last tazable year ending before the first day of iis
base period, R
are each 300 per centum or more of the average. monthly excess
profits net income (so computed) of the tazpayer f{n: the pervod com-
prising all tazable years ending with or within'the first 24 months
ofits ase period.” " i C .

And the Senate agres to 'the'sama,

A[nendment numt)ered 236: S REITIA R e .

That the House recede from its disagreement to the gmendment of.
thef- Slisnatenumbered 236, and agree to.the same with an amendment
as lollows: R Y N SRt K NUE I VOr Y T NUES ERRTPIy oo

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: o
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SEC. 517. BASE PERIOD CATASTROPHE. . @ ,
Section 469, as added by section 616 of this Act, 18 hereby amended by
adding after subsection gz) thereof the following new subsection: .
““(b) Base Prriop CATASTROPHE.— .
“(1) Er1a1BILITY REQUIREMENTS,—A tazpayer shall be entitled
to the benefits of this subsection only if it was engaged throughout its
base period primarily in manufacturing and {f— S ,

‘“(A) the taxpayer suffered during the last thirty-six months
of its base period a catastrophe by fire, storm, explosion, or other
casualty which destroyed or rendered inoperatwe a production
Jacility constituting a complete plant or plants having in the
hands of the taxpayer tmmediately prior to the catastrophe an
adjusted basis equal to 16 per centum or more of the adjusted
basis of all the taxpayer’s froduct'ion acilities at such time;

“(B) as a result of such catastrophe the taxpayer’s normal
production or operation was substantially interrupted for a
period of more than twelve consecutive months; and

(O)  the ta:zg;ayer, prior to the end of s base period, re-
placed such production facility with a production facility which
at the end of its base period had in its hands an adjusted basis
not less than the adjusted basis immediately prior to the catas-
trophe of the production facility destroyed or rendered inoperative.

““(2) Compurarrion.—The taxpayer’s base period net income
determined under this subsection shall be the amount computed
under subparagraph (A) or the amount computed under subpara-
graph (B), whichever results in the lesser tax under this subchapter
Jfor the taxzable year for which the tax is being computed:

“(A) The amount computed under section 436 (d) by sub-
stituting for the excess profits net income for each month in the
tazable year in which the catastrophe described in paragraph
(1) occurred-an amount equal to the aggregate, divided by the
number of months in the base period preceding suoh taxable
year, of the excess profits net income for each month (computed
under section 4356 (d) (1)) in the base period preceding such
tazable year. The average base' period net income computsd
under this subparagraph shall, for the g;urpose of section 436
(a) (1) (B), be considered an average base period net income
determined under section 436 (d).

n‘c‘l ({3.)) 7:h6 amount computed under section 436 (e) (2) (@) (2)
and (i) .
And the Senate agree to the same.

Amendment numbered 236: , |

That the House recede from its disagreement to the amendment of
tho Senate numbered 236, and agree to the same with the following
amendments: -
On {mgo 187, line 16, of the Senate engrossed amendments insert
after the semicolon the followi'n%: and T A

On Eage 188, line 2, of the Senate engrossed amendments insert
after the semicolon the following: and either AR R

On page 188, line 9, of the Senate engrossed amendmaents strike out
““consolidation began; and”’ and insert the following: operations were
consolidated; or )
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On page 188, line 21, of the Senate engrossed amendments strike
out “consolidation began" a.nd msert the: follovchng operatwm were
consolidated

On' ‘page 188, line 23, of t.he Senate engrossed amendments insert
after the' penod the followmg In determining such excess amount
proper. adjustment s'all be made for increase in costs and newsprint
Jollowing such consolidation. Proper ady ugiment shall also be made
Jor any ¢ase in which a tamble year referred to in this subsection s a period
of less than twelve months.

And the Senate agree t.o the same,

Amendment numbered 237:

. That the House recede from its dlsagreement to the amendment of
the Senate numbered 237, and agree to the same with an amendment
as follows; ., .

In lieu of the matter proposed to be mserted by the Senate amend-
ment insert the following:

SEC. 519. TELEVISION BROADCASTING COMPANIES.

Section 469, as added by sections 616 to 518 of this Act, iz hereby
amended by addmg aﬂer subsection (c) thereof the jollounng new sub-
sections:,

“(d) TELEvIsioN BzeowaAsza OouPANms-—~

“(1) Iy oENERAL—In the case of & taxpayer engaged in the
buginess of television broadcastmg throughout a period beginning
before Jcmuary 1, 1951, and ending with the close of the taxable year,
the tazpayer’s averagc base period net income determined under this
subsection shall be the amount computed under paragraph (2) or
3 ) whichever 18 . applicable. -

(2) Ir ENGAGED IN TELEVISION mowusrmo AT CLOSE OF
BASE PERIOD,—If the tazpayer was e aged n the business of tele-
mgion broaacast'mg at the close of its base period, the average base
pe?}wd 'net income compulted under this paragraph shall be computed
as fo

“(A) lff the tazpayer was engaged durmg its base period in
any ness or businesses otfwr than television broadcasting,
by com the average base period net income under section

486 ( or such. other business. or businesses (determined

‘without rcgard to:income, deductions, losaes, or other items atiri-

butable to the television broadcasting business).

- Y(B). ‘By multiplying such part of s total assets (as defined

. section 442 (), Jor the last day of m base period, as was

attributable to the telemawn broadcasting business by—

) thc base, pmod ratc of return determined under

- gection . 447’ (c). . for the ustry classzﬁcatwn which
zmz{ud;zs ;agg) broadeasting ed P 3 bae
(), % tazpayer. m unng e pmod
n iness of radw ng, ds individual rate
Jof return, computed under paragraph,
whwheber rate-of return. . pr uoes., the grmter ‘average base
period. net, income. under this subsection, , If the amount com-

‘m jundhe‘r\ this subparagraph ul( compr ed by the use of the
of return mﬁodmclame 1)) amwntgocomputed
‘ bc\reducof by ian .amoynt, esqual: to. such, portion of the.
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total interest paid or incurred by the taxpayer, for the period o

12 months following the close of is base period, as i attributab
to ‘1‘&(? é)elelz;zsiz:izd broadtzeasting business. 4 wnder-sibsaramm o

y- adding the amount computed under subparagra
(B) to the amount, if any, computedpznder subparagraph (ff).
““(8) CoMMENCING TELEVISION BROADCASTING AFTER BASE PE-
RIOD AND BEFORE 1961.—If the tazpayer acquires its television
broadcasting business after the close of its base period and before
January 1, 1961, the average base period met income computed
under this paragraph shall be computed as provided in paragraph
(2), except that— ‘ , o

“(A) the applicable rate of return under paragraph (2) (B)
shall be multiplied by such part of its total assets (as defined in
section 442 (j%), Jor the last day of the calendar month in which
it first engaged_in such business, as was attributable to such
business, and : SR

“(B) the reduction specified in the last sentence of paragraph
(2) (B) shall, if applicable, be equal to such portion of the total
interest paid or incurred by the taxpayer, for the period of 12
months following the month in which it first engaged in such
business, as is attributable to such business.

“(4) INDIVIDUAL RATE oF RETURN.—The individual rate of
return shall be computed as follows: '

“(A) By determining the amount of the taxpayer's total
assets (as defined in section 442 (f)) attributable to the business
of rgdlz'o broadcasting for the last day of each month in its base
period,

“(B) By computing the zzgregate of the amounts ascertained
under subparagraph (A) and dividing by 48.

“(0) By computing for each month in the base period the
excess profits met income of the radio broadcasting business
(determined without regard to income, deductions, losses, or
other items attributable to any other business), by adding such
amounts for all of the months in the base period, and by
dividing by /. : L

¢ ‘%I)) By dividing the amount computed under su%paragraph
() by the amount computed under subparagraph (B)

“(6) “I(B;Jiz),ﬂ:% pw;l APPLICATI})N oF S%H;;C('T;O{I.RE)

or the purpose of seclion a B), an average
base period net z%f;ome delermined under this subsection shall
be considered an average base period met income determined
under section 436 (d); but, in computing the base period capital
addition under section 436 (f), the compulations under such
section shall be adjusted, under regulations prescribed by the
Secretary, so as to exclude therefrom items atiributable to the
telemsion broadeasting business,

“(B) If any part of the total assets referred to in paragraph
(®) (B) or paragraph (3) (A), whichever is applicabi.; were
ac%mred, directly or indirectly, through the use of assets ai-
tributable at any time during the base period to a business of
the taxpayer other than television broadcasting, the amount
determined under paragraph (2) (A) shall be properly adjusted

eliminating from the excess profits-net income (computed for
the purpose of paragraph (2) (A)) for each month prior to such
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acguisition such portion thereof as is- atiributable to the assels
used, ?zrectlmr mdwctlhy, tjl‘&r such aoq%?tw? Kor the pur-
- pose of this paragrap. excess profils nel income or any.
month shall be attributed to such assetspron the basis of the ratio,
as of the beginning of the day of the acquisition, of such assets
to total assets (as defined in section 442 ). determ'med with-
m regard to assets attnbutable to the te emswn broadcaqtmg
ness.
- *Y(O) The Secrétary shall by regulanohs presombe rules for
the application of this subaectum, “ineluding rules for the com-
putation of the taxpayer's net. c%tal addition. or reduction.
“ (6‘) APPLICATION OF PART II.— Secretary shall prescribe
regulatwns Jor the application of P'art I1 for the purpose of -this
. subsection m the case of an acquiring corporatwn or a component
'corporatwn i o transaction described in sectum 461 (a) whach
oceurred prior to January 1, 1961. K
‘““(¢) Basrs or Assers.—For 'the purposes o th'bs section, any refer-
ence to the adjusted basis of mroperty or to the basis (unadjusted)  of
property means the adjusted basis or the basis (umdyusted), as the case
MX be, for determining gain. wpon sale or exchange.” .
nd the Senate agree to the same. o o

Amendment numbered 238:

That the House rocede from its disagreement to tho amondmonb of
the Scnate numbered 238 and agree to the same with an. amendmont
as follows: e

In lieu of the mattor proposed to bo msertod by tho Sena. ¢ amend-
ment insert the following: :

SEC. 520 INCREASE IN CAPACITY FOR PRODUCTION OR
.. OPERATION, R
Section,, 444 () (relating to increase in. ca,pamty f@r productwn or
operatwn) 18. hereby amended to read as follows; . ... .’
RuLEs FoR APPLICATION OF SEOTION,— .
(1) The benefits %f this section shall not be allowea unless the
t/az;7pt(u£r -makes app ication therejor n accordance with section
e

“@) If, durmg zts jirst tazable year end@wg after June 30 1960,
the taxpayer completed construction of (including the installation of
the machmery or e%mpment for use 1n) a Jactory. building or other
“manufacturing establishment, such factory. buzldzng or other manu-
Jacturing establishment and such machinery. or, equipment shall, for
~ th:dgur&zse of determining whether there ig.an. uwreaae in. capcmt
~ rovisions of subsection. (b), be cons ed to_have: been

added to s total Jacilities on the last day of zts base Y
- (A) the taxpayer,. prior -to. the end &‘9 erwd had

completed construction work: representmg mon t}fa -.40, per
. -centum of the total.cost of construction of suc jap;oz;y bmldmg
- or other mwfacwma»establwhmmt gy !

“(B) the completion of such factory biglding. qr‘ otlwr mcmu«-
facmnng establishment was in, Pursudnce of a lan tow m
tazpayer was commitied prior.fo.the end of its base period.

. Thia paragraph shall mot apply in determining, the, amount, qf tlu
., tagpayer's total assets for the purpose of. w,bswtwn (2 '
And the Seniate agree to the same.
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Amendment numbered 239:

That the House recede from its disagreement to the amendment of
the Senate numbered 239, and agree to the same with an amendment
as follows: , o ,

In liou of the matter proposed to be inscrted by the Senate amend-
ment insert tho following: ‘

SEC. 521. EXCESS PROFITS CREDIT BASED ON INCOME
IN CONNECTION WITH CERTAIN TAXABLE
ACQUISITIONS. o

(a) GeNERAL Rure.—Subchapter D (relating to the excess proﬁfs tax)
of chapter 1 1s hereby amended by inserting immediately following section
472 the following new part: v _ S

‘““Part IV—Excess Profits Credit Based on Income in thnection
With Certain Taxable Acquisitions Occurring Prior to
December 1, 1950. :

“SEC. 474. EXCESS PROFITS CREDIT BASED ON IN CQME‘~
CERTAIN TAXABLE ACQUISITIONS. '

“(a) Drrinirions.~—For the purpose of this part— o
“(1) PurcHASING cORPORATION.— The term ‘purchasing corpora™
tion’ means a corporation which, before December 1, 1960, acquired—
“(A) In a transaction other than a transaction described in
section 461 (a), substantially all of the properties (other than
cash) of another corporation, of a parinership, or of a business
owned by a sole proprietorship; or N r
“(B) Properties of another corporation or of a parinership
if (1) such properties constituted, immediately prior to . the
acquasition, substantially all of the properties (other than cash)
of one or more separate businesses of such other corporation or
such partnership, (i) such other corporation or such pariner-
ship was ¢ ed in one or more separate businesses other than
those described in clause 5:5), and (i) substantially all ‘of the
properties (other than cash) of such other corporation or such
partnership were acquired, in furtherance of a single plan of
complete hgquidation for such other corporation or such partner-
ship, by the purchasing corporation, and by one or more other
persons, in transactions other ‘than transactions describéd in
section 461 (a). o At i
“(2) SeLLiva ocorrorArION.—The term ‘selling corporation’
means a corporation, & partnership, or a business owned by a sole
roprietorship, as the case may be, properties of which were Giquired
Y ahgztlt;cha&ing corporation in a transaction described in ‘para-
graph (1). ‘ | e
“(8) Parr 1v rransicrion.—The term ‘part IV transaction’
means a transaction described in paragraph (I).

“(0) Averagr Base Periop Ner Incomr or Puromasing Cor-
rorATION — The average base period net income of @ gmrch‘aging corpora-~
tion, if computed with reference to this part, shall be ‘determined under
section 436 (d). The average base period net income urder section
486 (d) of a purchasing corporation shall be determined by computing
s excess profils net income either with or without referenve to this part,
whichever produces the lesser taz under this subchapter for the. taxable
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year for which the taz.is being computed.. . If com wzthrefercnoeto
this pari, il excess. profits.net income oj 'a purchasing corporation for
any month of s base period shall be its excess profits net income (or
deﬁcu therein), computed without reference to' this part, and increased or
decreased, us t}w case. may bc, by the addition or reductwn rcsultmg from

includy ng
“(1) In the case oj a transactm described in aubsectwn (a,)(mt}h
(A), the.excess profits net income (or deﬁm thercin) for such m
: tJ’w selling. corporation, or .. -, .
' (?l)w In the case of a transactwn desmbed n subseotum (a) (1)
(B) y:the ezcess profils net income. (or deficit therein) for such month of
- the selling corpomtwn properly atiributable to the business or busi-
nesges acquired by the purchasing corporation and properly allocabla
to such purchasing corporation. -
The excess profits net income- of a zmrohasmg corpomtwn for any
nmt;nth rccomputed as provuied n the premoua untence, shall not be less
n zero. .,
“(c) Lnnmmons —-—-fl hw part 8hall apply only zf each of the follow-
ing conditions ig satisfied: .
“(1) .Theselling corporatwn (A) did not after the 1 rt v trans—-
action (or the last transaction described in subsectzon (@) (1) (B)),
continue. any business activities other than those incident to its com-
flm liguidation, and (B) within a rmonablc time after ceasing
. business activities, completely liquidated in.a transaction other than
- a transaction described in section 461 (a),. and ceqsed, existence..
0 5(8) During so much of the base period of the purchasing corpora-
twn and of the period the eafter.as frece thc part IV transaction,
the: pro;::rties acquired in the part 1V transaction were substantmlly
all.of the properties (other:than cash) which were used, or which in
‘the ordinary. course .of business replaced properties uscd by the
selling corporation (or by @ component. corporation, as dqfimd n
section 461 (b), of such selling corporation) n the production of the
excess profits met income. (or. defiot. therein) which under subsection
(b) increases or decr‘eases .éxcess profits net incoms of the. purchas-
ing corporation. For ithe purpose:of this pa ﬂzgmph tf @ business
i’ the hands of both the selling o mgoratum and the purchasing cor-
oration was ‘operated under a-substantially identical franchise or
icenge, granted by the same person, such franchise or license shail be
deemed - -acquired. by thc purchmng corporatwn Jrom the sewng
corporation. .
2 (3) The busmess or busmesses acqmred m tJu; part I V transao—
tion.(includiny. the properties 8o acquired or. . progerties in replace-
ment thereof) were operated by the purchasing cor poration from the
date ‘of such. transaction to the end of the tazable year or were trans-

ferred durmg the tazable. year by the purchasing corporation.in a
partl zﬁb t{eamactwn o whwh the prdmwns oj aectwn 462 (b) (4) are
"a D Ny \;m\\ : SN EEBRIE N '

SpecrAL Rurzs—

(1) Forithe pmdse oj mbm:twn (a) (1 ) tlw ptopa'tm oj a wll-
mo corporation shall bé.consider ém aoqmr by a pur—
chasma mforatwn .only.f. cwgmredfromw TEARYE Y

A). such aelling corporation; on: i1\ 1y
: 2 B).persons who recetved, ﬂu.propa'tw ﬁﬁm the IW
af such selling.corporation :and who. forthwith,, tmwzfmed such

90721514
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properties to the purchasing corporation in a transaction other
than a transaction described: in section 461 (a).. c

“(2) The computations required by this part in the case of a sell-
ing corporation which is a partnership or a business owned by a sole
proprietorship shall be' made,  under regulations prescribed by the
Secretary, as if such partnership or such business owned by a sole
'proprietorship had been a corporation. ‘

“(3) In no case shall more than 100 per centum of the excess
profits net income (or deficit therein) for any month of a selling
corporation be allocated to the purchasing corporation or, in the
case of transactions described in subsection (a) (1) (B), to the several
persons (or to any one or more of such hpersons) receiving the prop-
erties of such selling corporation in such transactions.

“(¢) Svccrssive TRANSACTIONS.— .

‘(1) PART IV TRANSAOTION FOLLOWING PART IV TRANSAC-
T10N.—In the case of a selling corporation which was a purchasing
corporation in a previous part IV transaction, or whz'cg acquired
properties of a purchasing corporation in a transaction to which
section 462 (b) (4) is applicable, the computations under this part
with respect to the selling corporation shall be made without regard
to the previous part IV transaction. :

“(2) PART IV TRANSACTION FOLLOWING PART II TRANSAC-
rron.—Subject to the provisions of paragraph (1), in the case of a
selling corporation which was an acquiring corporation as defined in
section 461 (@) in a previous tramsaction, 18 excess profits net-income
(or deficit therein) which increases or decreases the excess profits net
income (or deficit therein) of the purchasing corporation under sub-
sectron (b) (1) or (2), and its capital changes which are taken into
account under this part in determining the capital changes of the
purchasing corporation, shall be determined with the application of
the rules of part II to such selling corporation with respect to the
part Il lransaction. - - Co S

““(8) PART II TRANSACTION FOLLOWING PART IV TRANSACTION . —
For rules applicable in the case of a part 11 transaction following a
part IV transaction, see sections 462 (b) (4), 463 (¢), and 464 (c).

“(f)y Requrarions.— The Secretary shall by regulations prescribe rules
fort ela,pplfication of this part. Such regulations shall include the follow-
g rules: , o :
“(1) BASE PERIOD CAPITAL ADDITION.—Rules (consistent with
the principles of section 464) for the determination of the base period
capital addition of the purchasing corporation by reference to the
capital changes of the selling corporation and of the purchasing
cor?)oration. , . o
- “(2) NET cAPITAL ADDITION OR REDUCTION.—Rules (consistent
with the principles of section 463) for the determination of the net
capital addition or reduction of the gmrchasing corporation by
reference to the capital changes of the selling corporation ana of the
purchasing corporation. o L AN
“(8) Excrss proriTs NET INcoME:—Rules (consistent with the
prineiples of ‘section 462 ‘(o?) Jfor the determination of the amount
of excess profits net income (or deficit therein) of the selling corpora-
tion attributable to the business or businesses acquired by a purchasing
 corporation in a transaction described in subsection (a) (1) (B) and
properly allocable to such purchasing corporation,
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.. (4) , Duprroarron —Rules for the.application, under this part of
the princ:‘l%lies of, section. 462 (4). (1) and.the other provisions of
part I1 relating to the prevention of duplication. - - |

¥(6). Excrss prorITs crEDIT.—In the event that the part IV
transaction occurred.in a tazable year-of the purchasing corpora-
tion which. ended after June 30, 1950, rules. (consistent with the
principles of section 462 (3) (2)) for the determination of the excess
profits &redit of such.corporation for the year in which the transaction
. 0ce € e L g s e G
Such fu?g shall not include the principles of section 461 (c) (relating to
the, excess profits credit, of the component, corporation), of section 462 (b)
(2) (relating to constructive excess profits: net income for months during
which. a corporation was not in existence), of section. 462. (1), (relating to
manimum average, base i)erwd net income n the case of certain acquiring
corporations), or of such other provigions of part I1 as relate to sections

486 (), 442, 448, 444, 446, or 446.”

(b) Tremnicar AMENDMENTS,— : : . ‘
(1) Section 436 (a) (3) (relating to amount of excess profits
credit) is hereby amended by inserting before the period ‘at the end
thereof the following: ¢, and vn the case of certain tazable acquisitions,

see part IV of this subchapter”. | =~ , ; L

- (2) Section 461 (relating to definitions under part IT) is amended

by inserting at the end thereof the following new subsectrons:

“(g9) Cosronent CorporaTioN Wrrcw Was A4 Purcuasineg’ Cor-
PORATION IN A Previous Transacrion.—See section 462 '(b) (4) for
rules applicable ’y’ the cbm‘;o,nent corporation was w purchasing corpo-
ration fas defined in part IV) in'a previous part IV transaction, or if
(as an deguiring corporation in a'previous part I1 transaction)' it was
subziect,gt‘o the provisions o%;éedtion 46‘2'(1))‘(4{ S S

C°(h) ‘Derinrrion o Parr II Transacrion.—For the purpose of
this subchapter, the term’ ‘g)‘dft II transdetion’ means a transgction de-
scribed am section 461 (@)’ . e
o (8) Section’ 462°(b) (relating to)'the method of recomputing the

excess profits net income of an -acquiring corporation under part 1)
i8 hereby amended by adding at the'end thereof the follownng' new
paragraph: > G ovi e et T e
©4(4) If the déércye’b‘zwe‘ period ‘et income. of the acquiring 'corpo-
ration is determined under section 436 (d) with reference'to this sib-
section, and if the provisions of séction. 474 (b) (Pelating to. the com-
‘putation of excess profits net income in the casé of éertain purchasing
corporations) were applicable to the component corpordtion’ imme-
diately prior to'the part IT'transaction (or would kave been applicadle
if such part I transaction had cecurred in a tazable year of the com-
ponent corporation ending aftér June 30, '1950); then ‘the' édcess
profits net income (or deficit therein): of the component: corporation
shall,. for. the purpose...of . this subsection,. be. determined; withi the
.afplicatioﬂ, of the, provisions of section. 474 (b).. . For the. purpose of
this paragraph, if a component corporation was an acquiring:corpor-
ration in a, previoys. part I transaction and; immediately prior to
the later t'part IT trapsaction, the provisions: of .this paragraph, were
applicable to such component corporation, its excess profits net income
(or deficit therein) shall be determined with the application of the
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provisions of the preceding sentence. This paragraph shall be
applicable to an acquiring corporation only if— i
“(A) the properties acquired by the a'cguiring" corporation
Jrom the component corporation include substantially all of the
properties (other than cash), or properties acquired wn the ordi-
nary course of business in the replacement of properties, which
the component corporation acquired either from the selling
corporation in the part I'V transaction or from a previous com-
ponent corporation subject (immediately prior to such acquisi-
tion) to the provisions of this paragraph; B
“(B) the business or businesses acquired by the acquiring cor-
poration were operated by the acquiring corporation from the
date of such transaction to the of the taxable year or were
transferred during the taxable year by the acquiring corporation
in a part 11 transaction to which tze promsions of this: para-
graph are applicable; and S :
“(C) in the event that the part 11 transaction is one desceribed
in section 461 (a) (1) (E), the provisions of section 462 (i) (6)
are satisfied.” - S

(4) Section 462 () (6) (relating to allocation rules in the case of
transactions described in section 461 (a) (1) (K)) 18 hereby amended
by adding at the end thereof the following: ‘‘Notwithstanding the pro-
msions of paragraph (1), if an acquiring corporation in @ trans-
action described in section 461 (a) (1) (E) determines its average
base period net income under section 436 (d) by recomputing s
excess profits net income under the provisions of section 462 (b) {4),
the amount of the component corporation’s excess profits net income
Jor any month which shall be taken into account by the acquiring
corporation shall be such portion of the component corporatioi's
excess profits met income for such month as 18 determined on the
basts of the earnings experience of the assets transferred and -the
assets retained by the component corporation.”’ ' )

(6) Section 468 (relating to capital changes) is amended by insert-
ing at the end thereof the following new subsection: , .

“(¢) CompoNeNT CorporRATION WHICH Was 4 Purcrasing Corpro-
RATION IN A PrEvious Transacrion.—The Secretary shall provide by
regulations for the application of this section in cases to whaich section
462 (b) (4) is applicable.” ‘ : :

(6) Section 464 (relating to capital changes during the base
period) 18 amended by inserting at the end thereof the following new
subsection: . : N

“(c) The Secretary shall ,f)rom‘de by regulation for the application of
this sectton in cases to which section 462 (b) (4) is applicable.”

And the Senate agree to the same, - o

Amoendment numbered 240: o

That the Houso recede from its disagreement, to the amendment of
the Senate numbered 240, and agree to tho same with an amendment
as follows: ' S ' ‘ o ‘

In licu of the matter proposed to be inserted by- the Senate amend-
mont insert the following: ~
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SEC. 522. STRATEGIC MINERALS. ~. S
Section 460 (b) (1) (relating to corporations engaged in mining of

strategic.minerasa) 18 hereby amended by inserting after ““chromite,” the

Jollowing: “‘bauxite,”. . -

and the Senate agroe to the sﬁine.;

Amondment numbered 241: ' |

That the House reccde from its disagreement to the amendment of
the Senate numbered 241, and agree to the same with an amondment
as follows: = . - » I }

On page 199, line 16, of the Senate engrossed amendments strike
out ““610” and insert 506 (d); and the Senate agree to the same.

Amendment numbered 245: - . - :

That the House redede from its disagreement to the amendment of
the Senate humbered 245, and agree to “he same with the following
amendments: , T I P S

In lieu of the inatter proposed to be inserted by the Senate amend-
ment insert'the following:- or to the benefit of a hospital, or an institution:
for the rehabilitation of physically handicapped persons, which maintains
or 18 building for proper maintenance a hospital or institution staffed: or
to be staffed by gualiﬁed professional persons for the treatment of the sick
and/or the rehabilitation of the.,phzfgicglly. handicapped,.. .. .
"On pago 150, ling 25, of the Housé bill strike out the quotation
marks and ‘insert ‘the following: The dé¢lermination as to whether an
organization other than one described in this subsection 18 exempt under
section 101 of the Internal Reveniie Code from tazation for any tazable
year beginning before January 1, 1961, shall be made as if this subsection
and section 801 (b) of this Aect had not ize,en enacted and without inferences

drawn from the fact that this subsection and the amendment made by
section 301 (b) are not ,empz‘qéslyique..a;j)pl'icable with respect to taxable
years beginning before January.1, 1961, ‘

And the Senate agree to the same.

Amendment numbered 246: . .

That the House recedé from its disagreement to the amendment of
};hlci Senate numbered 246, and agree to the same with an amendment as
ollows: -~ .~ SR T

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following: S
SEC. 602. EXCESS PROFITS CREDIT BASED ON INCOME.,

(a) PercENTAGE oF AvERAGE Bask Prriop Ner Incomr TAxEN

INTO ACCOUNT.—= . . .o il o
(1) IN aeNERAL.—Paragraph (1)-(A4), and pamgraph_(zg,,oj
. section 436 (a). (relating to excess profits credit based on income) are
. each amended by siriking out 85 per centum’’ and inserting in lieu
“thereof \88 per cenfum!, .. . oo s
(2) TaxABLE YEARS BEGINNING BEFORE JULY 1, 1851; AND
ENDING AFTER JUNE 30, 1951.—S¢cction, 436 (a) 18 hereby amended
by adding at the end thereof the following new paragraphs:
“(4) CaLenDArR YEAR 1961.—In the cdse' of ‘a taxable yeur ‘be-
ginning .on January 1, 1961; ‘and ending on' -December 31,1951,
there: shall. be used, for the . purposes of “paragraph (,»12 (A) and
paragraph (2), in liew of 86 per centum of the average base: period:
net. income, an amouit equal to 84 per centum of the average bdse
period: net income:. ' “
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“(5) TAxXABLE YEARS (ormm THAN CALENDAR YEAR 1951)
BEGINNING BEFORE JULY 1, 1951, AND ENDING AFTER JUNE $0,
1o51.—1In the case of any tazable year (other than a tazable year
described in paragraph (4)) beginning before July 1, 1961, and
ending after June 30, 1951, there shall be used, for the purposes of
paragraph (I) (A) and pamgraph (2), in lu’u, of 86 per centum
QJ/; the average base period net income, an gmount equal to the sum
O —

“(A) that portion of an amount equal to 85 per centum of the
average base period met income which the number of days in
such taxable year prior to July 1, 19561, bears to the total number
of days in such taxable year, phw

¢ (711’) that portion of an amount equal to 83 per centum of the
average base period net income whaich the number of days in
such mxablﬂ year after June 30 1961, bears to the total number
of days in such taxable year.

(0) Errecrive Dare.—The amendments made by subsectwn (a)
gh%,ll be applicable only with respect to taxable years ending after June 30,
9.
And the Senate agree to the same..

Amendment numbered 247:

That the Houso recede from its disagreoment to the amendment of
the Senate numbered 247, and agree to the same with the following
amendments:

On page 200, line 13, of the Senate engrossed amondment.s strike
out 602" and insert 608

On page 201 of the Senate engrossed amoendments strike out lines
15 to 25, inclusive, and insert the following:

“(A) shall not, with respect to any such taz, exceed an amount
which bears the same ratio to the amount of such taz actually
paid to such foreign country as the value of property which vs—

“(1) situated within such foreign country,
“(i2) subjected to such tax, and
“(11) tncluded in the gross estate
bears to the value of all property subjected to such tax; and

“(B) shall not, with respect to all such taxes, excced an
amount which bears the same ratio to the tax imposed by
sectron 810 :

On pago 202, line 14, of the Senate engrossed amendments stuke
out “taxes” and insert tax

-On page 205 of the Senate engrossed amendmonts strike out all
after line 23 over to and including line 12 on page 206 and insert the
following:

“(A) For the purposes oj paragr b (2) (A), ‘such taxes
paid to the foreign country’ shall, wztl{o respect to any tax paid
to the {‘ reign country, be the wmount computed 'under gection
813 (c) (2) (A).

And the Senate agree to the same.

Amendment numbered 248: o U

That tho House recedo from its dlsagreomenb to the &mendmeut of
the Senate numbered 248, and agree to the 8RO with an amondment
as follows:

In licu of the matter proposed to bo umerted by tho Senate amend-
ment insert the following: 604; and the Senate agree to the same.,
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Amendment numbered 249:

That'the House recede from its.disagreement. to the amendment of
the Senate numbered 249, and o.gree to the same.with an. amendment
as follows:

, On page 208, line:21, of the. Senate engrossed amendmente etmke
out 604" and insert 6‘05 and the Senate egree to the same. ..

Amendment numbered 250:

That the House recede from its disagreement to the amendment of
the Senate numbered 250, and agree to the same with an nmendment
as follows:

On: page 209, line 14, of the Senate.engrossed amendments stmke
out “605” and insert ()06' and the Senate a.gree to the same;:

Amendment numbered 251:

That'the House recede from-its dleagreement to the amendment of
the Senate numbered 251, and agree to the same with an mnendment
as follows:

‘On page 210, line-14,.of .the Senate engrossed amendments, stmke
out “606” and insert 607; and the Senate a.gree to the same,

Amendment numbered 252:

. That the House recede from its- dmagreement to the. amendment of
the Senate numbeéred 252, and agree to the same with an amendment
as follows:

: On page 211, line 2,iof the Senate engrossed emendmente, stmke
out “607” and insert 6'08 and the Senate agree to the same, . . :

Amendrment numbered 2563

That the House recede from its dlsagreement to the amendment of
the Senate numbered 253, and agree to the same with an amendment
as follows:

. On;, page 211, line 9,:0f the.Senate ongrossed anmndments “strike
out “608” and insert, 6’09 and the Senste agree to the same. |

Amendment numbered 2564: SRS Loy

That the House recede from its. dxsagreement to the emendment
of the Senate numbered 254, and agree .to the same with an amend-
ment as follows: - HEE

In lieu of the matter proposed to be mserted by the Senate amend-
ment insert the. following: '

SEC. 610. REVERSIONARY INTERESTS IN CASE OF LIFE
INSURANCE. . ;\ 000 A

I re und or credit of any: overpayment resultmg ,from the plmmbn

éictwn 603 of the Revenue Act of 1960 was prevented on (f;tober ¥ ]

f 950 by mﬁemtwn of any law:or rule of law: (other than section *8766

of the Inte Revendie: Qode, relating to: closing agreements, -and- other

than section 3761 of such code, relating to.compromases), rqfund or eredit

of .guch overpayment may, 'nevertheless, ¢ made or allowed, % im
tlwggjor was ﬁleg} a&er October ,’5 1949 amd on or before October 26,

. And the Senate agree to the same.
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Amendment numbered 255:

That the House recede from its dlsagreement to the amendment of
the Senate numbered 255, and agree to the same with an amendment
as follows:

On page 212, line 14, of the Senate engrossed amendments, stnke
out 610" and insert 61 1; and the Senate agree to the same.

Amendment numbered 256:

That the House recede from its disagreement to the amendment of
the Senate numbered 256, and agree to the same with an amendment
as follows:

On page 214, line 2, of the Senate engrossed amendments, strike out
“611” and insert 6'12 and the Senate agree to the same.

Amendment numbered 257:

That the House recede from its dlsagreement to the amendment of
the Senate numbered 257, and agree to the same with an amendment
as follows:

On page 214, line 14, strike out 612" and msert 613; and the Senate
agree to the same.

Amendment numbered 258:

That the House recede from its disagreement to the amendment of
the Senate numbered 258, and agree to the same with an amendment
as follows:

On page 215, line 8, of the Senate engrossed amendments, strike out
“613" and insert 6'14, and the Senate agree to the same.

Amendment numbered 259:

That the House recede from its dwagreement to the amendment of
the Senate numbered 259, and agree to the same with an amendment
as follows:

On page 216, line 2, of the Senate engrossed amendnents, strike out
“614" and insert 6‘15 and the Senate agree to the same.

Amendment numbered 260: )

That the House recede from its dis reement. to the amendment of
}'hﬁ Senate numbered 260, and agree to the same with an amendment as
ollows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 616; and the Senate agree to the same.

Amendment numbered 261:

That the House recede from its disagreement to the amendment of
}hﬁ Senate numbered 261, and agree to the same with an amendment as
ollows:

On page 216, line 8, of the Senate engrossed amendmente, stmke out
“616" and insert 617; 'and the Senate agree to the saztne.

Amendment numbered 262:

That the House recede from its dlsagreement to the amendment of
thef Sﬁmate numbered 262, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate éi‘nend-
ment insert the following:
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SEC. 618. PROHIBITION UPON DENIAL OF SOCIAL SECU-
- _RITY ACT FUNDS. : .l 00
No State or any agency or political subdivision theréof shall be de-
mved of any grant-in-aid or other payment to which it otherwise'is or
become entitled pursuant to title I, IV, X, or XIV of the Social Se-
curity Act, as amended, by reason of the enactment or enforcement by
such State of any le’glijlatwn prescribing any conditions under whic
public access may be had to records of the disbursement of any such funds
or payments within such State, if such. legislation prohibits the use of
any hst or names obtained through suck access to such records for com-
mercial or political purposes.
And the Senate agree to the same.

Amendment numbered 263:

That the House recede from its disagreement to the amendment of
the Senate numbered 263, and agree to the same with an amendment
as follows: ~ v

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

SEC. 619. REMOVAL OF TAX EXEMPTION FROM EXPENSE
ALLOWANCES OF THE PRESIDENT, THE VICE
PRESIDENT, THE SPEAKER, AND MEMBERS
OF CONGRESS. _ S

(a) ExpEnse ALLowANCE oF THE PRESIDENT.—Section 102 of
title 3 of the United States Code 18 amended by striking out “no lax
liability shall accrue and for which no accounting shall be made by him”’
and inserting in lieu there%’ “no accounting, other than for income tax
puri;oses, shall be made by him”. ‘ S

(b) ExpENSE ArLLowANcE oF THE VIce PRESIDENT.—Section 111
of title 3@:{ the United States Code 18 amended by striking out “‘for which
no tax liability shall occur or accounting be mmZz by him’’ and inserting
in lteu thereof ** for which no accounting, other than for income tax pur-
poses, shall be made by him'.

(¢) ExpeNSE ALLOWANCE OF THE SPEAKER oF THE Housk or
REPRESENTATIVES.—Subsection (€) of the first section of the Act entitled
“An Act to increase rates of compensation of the President, Vice Presi-
dent, and the Speaker of the House of Representatives’!, approved January
19, 1949 (Public Law 2, 81st Congress), is amended'by.gtriking. out *'for
which no tax liability shall occur or accounting be made by him” and
wnserting in lieu thereof  for which no accounting, other than for income
tax purposes, shall be made by him”.. . e s

(d) ExreNsE ALrLowances oF MEeuexrs or CoNaGRESS.~Section.
601 (b) of the Legislative Reorganization Act of 1946 is amended by
striking out ‘‘for which no tax liability shall incur, or accounting be
made’’ and inserting in lieu thereof “{or which no accounting, other than
for income tax purposes, shall be Nooo Ce

(¢) Errxcrive Dares.—The amendments made, by subsections (a).
and (b) of this section shall become effzctive at noon on January 20, 1968,
and the amendments made by subsections (c) and (d) shall become effective
at noon on January 3, 1963. - o

And the Senate agree to the same,

D



58 REVENUE ACT OF 1951

Amendment numbered 264:

That the House recede from its disagreement to the amendment of
the Senate numbered 264, and agree to the same with an amendment
as follows:

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

TABLE OF CONTENTS

rroe I—INCREASE IN INcoME Tar RATES
PART [—INDIVIDUAL INCOME TAXES

Sec. 101. Increase in surtax for 1951, 1962, and 1953,
(a) Rates of surlaz.
(b) Limitation on tax. _
Sec. 102. Individuals with adjusted gross income of less than $5,000.
See. 103. Inapplicability of certain penallies and additions to tax.
(a) Penalties for jgn'lure to file return.
(b) Addiiions to lax.
8ec. 104. Computation of tax in case of cerlain joint reiurns.
8ec. 106. Effective date of Part 1.

PART II—CORPORATION INCOME 'I‘AXI'.'Si

Sec. 121. Increase tn rale of corporalion normal tax.
Ea) Amendment of section 13.
by Maximum laz. ‘
(c) Mutual insurance companies other than life or marine.
(@) Regulated investment companies,
(e) Busineas income of certain seclion 101 organizations,
(f) Amendment of section 15,
(g) Technical amendment.
Sec. 122. Credils 0/ corporalions. !
(@) Dividends received credit,
%bg Credit for dividends paid on cerlain preferred slock.
Western hemisphere trade corporalions.
See, 123, Computation of alternative capiial gains lax,
Sec. 124. Filing of corporalion relurns for tazable years ending after March 13,
1961, and before October 1, 1051.
Sec. 126. Effectiveldale.

PART I111--FISCAL YEAR TAXPAYERS

See. 131, Fiscal year taxpayers,
a) Amendment of section 108.
b; Compulalion of excess profils laz.
¢) Technical amendments.

Tirrg 1I—WirnonLpine or Tax a7 Sourck

Sec. 201. Percentage method of withholding.

Sec. 202, Wayc bracket withholding.

Sec. 208, Ad ilz‘?nal withholding of lax on wages upon agrecment by employer and
employce.

Sec. 20/, Effeclive dalc.

Tiroe HHI-—Miscernangovs INcomr TAx AMENDMENTS

Sec. 301. Tax treatment in case of head of household,
%a Surtax in casc of head of household.
b) Computation of tax by collector,
(c) Effective dale.
Sec. 808, Payments lo beneficiaries of deceased employees,
(a; Amendment of section 22 (b) (1).
(b) Effective dale
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303. Joint and surviver annuilies,

a) Amendment of seclion 22 (b) (2).
Amendment of section 118 (a) (5).

¢) Effective dates.

304. Income from discharge of indebledness.

ga) Amendment of section 22 gbg 29).

b) Amendment of section 22 (b) (10).

806. Compensation of cerlain members of the armed forces.

a) Amendment of section 22 (b) (13).

b) Definition of service in combat zone.

¢) Withholding on wages.

d) Effective dales.

308. I'mvoluntary liguidation and replacement of inventory.

éa) Amendment of section 22 (d) '(6§) (F) (i%9).

b) Efective date.

307. Medical expenses,

ga) Amendment of section 23 (z).

b) Effective date.

308. Standard deduction.

Ea) Method of election.

b) Change of election.

(¢) Effeclive date.

309. Izxpenditures in the development of mines,

a) Deduclion of expenditures.

by Adjusted basis for determining gain or loss upon sale or exchange.

¢) Technical amendment,

d) Effective dale.

. 810. Gross income of dependent of tazpayer.

Ea) Increase in amount of gross income permitied.
b) . Effective date.

. 811. Credit for dividends received.

(a) Dividends from foreign corporation engaged in trade or business in lhe
United Stales.

zb) Technical amendment.

c) Effective date. i
812, Joint return after filing separale return.

ga) Change of election.

b) Effective dale,
313. Mutual savings banks, building and loan associalions, cooperative banks,
a) Mutual savings banks. ,

b) Building and loan associalions and cooperalive banks.

? Exemptions from excess profils lax.

) Federal savings and loan associalions.

e) Rad debl reserves,

) Dividends paid to deposilors.

Z) Deduction for repayment of certain loans.

) Definition of bank,

(/) Definition of domestic building and loan associulion,

() Effective date. .
814, Income laz treatment of exempl cooperalives,

(@) Amendment of seclion 101 (12).

&b Technical amendments,

¢) Information returnas.

(d) Effeclive date. ‘
316. Surtax on corporations improperly accumulating surplus,

(a) Long-term capital gaina, . :
(b) Egectivc date, - - R
8186, Election as to recognition of gain in cerlain corporale liquidatione,
(a) Amendment of seclion 112 (b) (7). .

(bg Baasis of property.

(c) Effective dale,
317, Certain distributions of stock on reorganizalion,

(a; Distributions not in liguidation,

%b Basis of stock.
¢) Effective date.
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318. (ain from sale or exchange of taxpayer's residence.
(a) Nonrecognition of gain in certain cases,

(b; Technical amendments.

(c) Effective date.
819. Percentage depletion,

(a) Allowance of percentage depletion.

(b) Technical amendment,

(c) Effective dale.
320. Redemplion of stock to pay death taxes,

(a) Amendment of section 116 (g) (3).

() Effective dale,
321. KEarned income from sources without the United States.
(a) Iizclusion from gross income.

(b) Withholding of tax on wages.

(c) Effective dales,
322. Capital gains und losses.

(a) Trealtmenl of long-terin capital gains and losses.

() Alternative lazx.

(c) Technical amendments.

(d) Effective dale.
323. Sale of land with unharvested crop.

(a) Trealtment of guin or loss.

(b; Treatment of deduclions.

(¢) Effective dale.
32/. Sales of livestock.
324, Tax treatment of coal royalties.

2“) Definition of property used in the trade or business.
bg Gain or loss upon cerlain disposals of timber or coal.
(e) Clerical amendment.

(d) Technical amendmend.

(&) Conforming amendmenis.

(f) Effective date,
326. Collapsible corporalions.

(a) Definitions with respect to collapsible corporations.
éb) Limitations on application of section 117 (m).
c) Ii',}]eclive dale.
827, Dealers in securities—capilal gains and ordinary losses.
328. Trealment of gain on sales of certain properly belween spouses and belween
an individual and a conlrolled corporation.

?a) Disallowance of capital gain treatment,

b) Effective date.

829. Receipls of cerlain termination payments by employee.
ga; Taxability to employee as capital gain.

b) Effective dale.
330. Net operaling loss carry-over, -
(a) Loss for taxable year beginning before 1948.

(b) Allowance of three-year loss carry-over from laxable years 1948-1949
(c F}gcclive dale,
381. Stock oplions.
'ga) Option subject lo slockholder approval.
b) I‘,‘éfcclivc date.
832. Clredil for laxes of foreign corporalions.

(a) Foreign subsidiary of a domestic corporation.
%b oreign subsidiary of a foreign corporation.
c) Clerical amendment,
333. Information al source on payments of interest.
384. Abatement of income tax for cerlain members of armed forces upon dealh.
836, Employees’ truats.

iag Amendment of section 165 (b).

b) Effective dale,
836. Life insurance companies.

(a) Tax for 19561,

b) Adjusted normal-tax netl income for 1961

¢) Technical amendments.,

(d) Effeclive dae.
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Sec. 887. Tax treatment of cerlain investment companies.
(a) Inclusion of certain registered management companies in the definition of
regulated investment company. ,
(b) Technical amendment.
(c) Effective dale. )
Sec. 338. Exchunges and distributions in obedience to orders of Securities and FEx-
change Commission.
(a) Definition of system group.
(b) Effective dale.
Sec. 839. Taxalion of business income of Slate colleges and universities.
(a) Amendment of section 421 (b).
(b; Unrelated trade or busmess
(c) Effective date,
Sec. 340. Family parinerships.
(a) Definition of partner.
(b) Allocation of partnership tncome.
. (c) Effective date.
Sec. 841. War losses.”
(a) Taz upon war loss recovery.
(bg Basis of recovered property.
g Credit for foreign laxes.
d) Effective dates.
Sec. 842. Deduction of ezpenditures for mine exploration.
a) Deduction of mine ezploration expenditures.
b) Adjusted basis for detcrmmmg gain or loss upon sale or exchange.
c) Fgcctwc date.
Sec. 348. Definition of employee.
(a) Amendment of section 3797 (a).
(b) Effective date.
Sec. 344. Nonbusiness casually losses.
(a) Removal of limitation.
(b) Effective dale.
Sec. 346. Abatement of tax on certain rusts for members “of armed forcaa dymg in

service,
Sec. 846 -Life insurance departments of mutual camnga banks.
a) Compulation of tax.
b Technical amendment. )
Effective date.
Sec. 8 7. Publishing business carried on by laz—e:rempl organizalion.
(ag Treatment as related lrade or bustness.
(b) Effective date.
Sec. 348. Deduction with respect lo cer tain unrclated business net tncome,
(a; Unrelated business net income.
Q) )geclwe date. .
Sec. 849. Nondistribulable income of personal holding compantes.

Tiroe IV—Excrse Taxgs.
PART I-—TAX ON ADMISSIONS AND OABARETS

Sec. 401, Removal of lax on free admz.mom.
Sec. 402. Ezemptions from admissions tax.
(a) Reinstalement of prewar exemplions.
(b) Amendment of section 1701 (a) and (b).
(c) Admissions to municipal swimming pools, elc.
Sec. 403. Effective dale of amendments relaling to admzaat'ons.
Sec. 404. Tax on cabarela, roof gardenas, etc. ,
fag Ballrooms and dance halls.
(b) Effective dale.

PART II-“‘TAI ON OIGARETTEB

Sec. 421. Tax on czgam'ec ‘
% g Increase in rale. :
Effective date.
Sec. 422, Floor stocks tax and floor atocka refund on cwarettea
Sec. 428. Reduction of tax on tobacco and snuﬁ _
g Reduction in rale. ; o
Effective date,
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PART I11——RETAILERS' EXCISE TAXES

Scc. 431. Relailers' excise lax on loilel preparations,
(a) Baby oils, ele. ’
(b) Sales to barber shops, elc.

Sec. 482, Effective dale of Part 111,

PART IV—DIESEL FUEL

Sec. 441. Diesel fuel used in highway vehicles,
(a; I'mposilion of lax.
(b) Efective date.

PART V—LIQUOR

Sec. 461. Increase in taz on dislilled spirils from $9 to $10.60 per gallon.
(a) Distilled spirits generally.
(b) Imported perfumes conlaining distilled spirits.
(c) Floor stocks lazx.
Sec. 462, Wines.
(a) Increase in rale of laz.
(b) Floor stocks.
Sec. 463. Fermenled mall liquor. .
(a) Increase in tax on fermented mall liguors from $8 lo $9 per barrel,
(b) Floor stocks taz.
Sec, 464. Floor stocks refunds.
ga) Amendment of section 1666 (a).
b) Amendment of section 16566 (b).
Sec. 466. Clerical amendment,
Sec. 466. Effective date of Part V.

PART VI—OCCUPATIONAL TAXES

Sec. 481, Dealers in liquors.
(a) Wholesale dealers in liquors.
ﬁb Retail dealers in liquora.
¢) Wholesale dealers in malt liguors.
Sec. 462. Drawback in the case of distilled spirits used in the manufacture of certain
nonbeverage products.
ga) Drawback.
b) Efective dalte.
Sec. 468, Tazx on coin-operated gaming devices.
Sec. 464. Effective date of Part VI.

PART VII—WAGERING
Scc.'??l . Wagering lazes.
a; Imposition of lazes.
(b) Technical amendment.

Sec. 478. Effective date of Part VII.

PART VIII—MANUFAOTURERS' EXCISE TAXES

Sec. 481, Automobiles, trucks, and paris or accessories.
a) Increase in lax on frucks.
b) Increase in tax on passenger aulomobiles and motorcycles.
¢) Increase in laz on parls or accessories.
d) Rebuill parls or accessories.
(e) Technical amendment.
(f) Parts or accessories for farm equipment.
(% Effective date of subsection (f).
(h) Removal of tax on lires for loys, elc.
Sec. 482. Navigation receivers sold to the United Stales.
a) Ezemplion on sales to United States of cerlain radio sets.
b) Tax-free sales of radio parts. -
c) Refund in case of use of parts.
d) Refund in case of resale to Uniled States.
e) Use by manufacturer of tazable parts.
1) Eflective dales.
Sec. 488. -free sules of refrigerator components lo wholesalers for resale to manu-
Jacturers.
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484. Sporting goods.

486. Eleciric, gas, and otl appliances.

486, Adjusiments of tax rates on photographw ‘apparatus and ﬁlm, repcal of ta:c
on certain tlems,

’ §a) Items subject to laz.

Sec.
Sec.

Sec.

Sec,

Sec.

b) Floor stocks refund on bulbs. ‘
487. I'mposition of taz on mechanical pencils, fountain and ball point pens, and
mechanical lighters for cigareties, cigars, and pipes.
488. Repeal of taz on electrical energy.
(a) Repeal of taz.
(b) Effective dale.
489. Taz on gasoline,
(a) Increase in rate.
(b) Floor stocks tax and refund,
480. Effective date of Part VIII.

PART IX—MISCELLANEOUS EXCISE TAX AMENDMENTS

491. Reduction of tax on telegraph dispalches,
ga) Reduction of taz.
b) Effective date.

. €C) Amounls pard pursuant to bills rendered.

See,

Sec.
Sec.
See.
Sec.
Sec.

Sec.

Sec,
See,

Sec.
Sec.

Sec.
. 608, Adjustmenis ffor changes in inadmissible assels in case of banks. :

d) Rale reduclion date.
4928, E:?zmptwn of certain overseas lelephone calls from the ta:c on telephone
actlities

(a) Telephone calls from members of armed forces in cambat gones.
(b) Effective date. ;
493. Exemptlion of fishing lrips from lax on transpor!atzon
(a) Ezemption, . ;
(b) Effective date.
494. Tax on iransportalion of persons,

(a) Exemption of certain foreign iravel.

(b) Effective date,
496. Transportation of material excavated in the course of construction work
(a) Amendment of section 8476.

(b) Effective date,

96. Arlicles from foreign trade zones.

g Imported articles. .

b) Previously taz-paid articles. ‘
497. Refunds on articles from foreign trade 20nes.
(a; Imported articles,
(b) Previously tax-paid articles,
498, Tax refunds on spirils lost in floods of 1951

(a) Authorizalion.

ﬁbg Destruction of spirils.

¢) Credit.

(d) Regulations.

Tirg V—Exckss Pxonrs TAx

5601. Mazimum tax for new corporatwm :
602, Payments from foreign sources for techmcal asmtancc, ele,
g g Amendment of seclion 433, éa) (1. ‘

Amendment of section 433 (b) ; :
608, Average base. period net sncome in case of certain ﬁscal year ta:opayera.
504, Average base period net mcome-—altematwe based on growth m case of

new corporalions, .
§ g General rule,

Amendment of Part I, '

606, Average base period net income—allernative based tm arowth

g Amendment of seclion 436 (a). .
Amendment.of section 438, . .
¢) Amendment of seclion 4356 (f).

d) Effective dale of subsection (c) (3.



64 REVENUE ACT OF 1951

Sec. 507, Decrease in inadmissible assels,
Sec, 608. Election wilh respect to cerlain inadmissaible assels.
éa) Amendment of seclion 440, -
b) Amendment of seclion 433 ga) (1.
(c) Amendment of seclion 433 (b)
Sec. 609. Allernative average base persod net income,
éa) Amendment of section 442,
b) Technical amendmenis, .
Sec. 610 Definition of tolal assels for purposes of seclions 442-446
Sec. 611, Average base period nel income—change in products or services.
Sec. 612. Average base period nel income—new corporation,
Sec. 613, Excess profits credit—regulaled public ulilities,
Sec. 614. Consolidated returns of regulated public utilities,
Sec. 515 Nontazable income from certain mining properties.
Sec. 616. Transition from war produrtzon and increase in peacetime capacily,
(a) In general,
(b) Technical amendments,
Sec. §17. Buse period catastrophe.
Sec, 6§18. Consolidalion of newspapers.
Sec. 619, Television broadcasting companies..
Sec. 620. Increasc in capacily for production or operation.
Sec, 621. Ercess profits credil based on income tn connection with certain tazable
acquisitions,
->§a) General rule.
b) Technical amendments,
Sec. 622, Stralegic minerals.
Sec. §23. Effective date of title V.,

TirLe VI—MISCELLANEOUS PROVISIONS AND AMENDMENTS

Sec. 601. Exzemplion of cerlain organizalions from income tax for prior lazable years.
Sec. 602. Facess profils credit based on income,
(a) Percentage of average base period net income taken into account,
(b)  Effective date.
Sec. 808. Foreign estale taz credil.
(a) Credit against basic estale taz.
(b) Credit agasnst additional estate lax.
¢) IReversionary or remainder inlerest,
d) Iaxteri?gton of period of limilations, elc., in case of recovery of taxes clatmed as
credit.
(e) Effective dale.
Sec. 804. Estate and gift tax treatment of Uniled Slales bonds held by cerlain non-
regident aliens.
(a) Fstale taz.
) dift tax.
Sec. 606. FEslate tax exemplion for works of art loaned by nonresident aliens.
§a) Amendment of section 863 (c). .
b) Effeclive date.
Sec. 608, Ezemption from additional estale lax o{ members of armed forces upon death.
Sec. 607. Transfers conditioned upon survivorship.
Sec. 608, Transfers with tncome reserved,
Sec. 609. Transfers taking effect at death.
Sec. 610, Reversionary inlerests in case of life insurance.
Sec. 611. Income pursuant lo award of Interstate Commerce Commwawn.
Sec. 612, Credzglm ptnlor tazable years for dividends recewed on preferred stock of a
public ulility. .
Sec. 618, Consolidaled retumammcludzble corporations,
Sec. 614, Time for performing {certain acls posiponed in case of C’hma Trade Act
corporatwna.
Sec. 615, Trealy obligations.
Sec. 616. Reorganization Plan Numbered £6 of 1950
Sec. 817, Claims under the Renegotiation Act,
Sec. 618. Prohzbztmn upon denial of Social Securtty Aet funda.
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Sec., 619. Removal of tax exemplion from expense allowances of the President, the
Vice President, the Speaker and Members of Congress.
a) Erpense allowance of the President.
b) Expense allowance of the Vice President.
¢) Expense allowance of the Speaker of the House of Representatives,
2d) Ezpense allowances of Members of Congress.
¢) Effective dates.

And the Senate agree to the same. .
- R. L. DovaHTON,
JBRE COOPER, ;
Jonn D. DiINGELL,
W. D. Miuis,.
Ricaarp M. SiMPsoN,
Managers on the Part of the House.
WarLrer F. GEOREE,
Tom CoNNALLY,
Harry F. Byrp,
E. D. MILLIKIN,
‘RoBerT A, TaFTr,
Managers on the Part of the Senate.
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagrecing votes of the two Houses on the amendments of the Senate
to the bill (1. R. 4473) to provide revenue, and for other purposes,
submit the following statement in explenation of the effect of the action
agreed upon by the conferees and recommended in the accompanying
conferonce roport:

Amendment No. 1: The House bill provided for an increase in
individual income-tax rates by a percentage increase of 12% percent
of the tax liability under existing law, with an over-all effective ceilin
rate of 90 percent of the net income of the taxpayer., The House bil
also increased the alternative tax on capital gains by 12% percent.
The Senate amendment eliminated the increase in the alternative tax
on capital gains and provided, in general, for an increase of 11 percent
of the present tax liability, or 8 poercent of the amount by which the
surtax net income exceeds present. taxes, whichever produced the
lesser increase in tax. The Senate amendment provided an over-all
ceiling rate of 88 percent of the not income of the taxpayer.

Under the conference agreoment the increase in the combined nor-
mal tax and surtax under existing law will, in general, be 11% percent
of the present rates or 9 percent of the amount by which the surtax
net income oxceeds present taxes, avhichover is the lesser, except that
the increase in the first surtax bracket will be only 11 percent, Special
rates ave provided for the calendar year 1951 so as to reflect INovem-
ber 1, 1951, as the cffective dats of the increase in tax. The ceilin,
rato of 88 percont contained in the Senate amendment is retained
under the conference agreement, and no increase in tax is provided
with respect to the alternative tax on capital gains, Under the House
bill no termination date was provided for the increase in the taxes.
The Senato amendment provided for the termination of the increased

&ptos on January 1, 1954, and the conference agreoment rotains the
termination date,

Amendments Nos. 2 and 3:
Senate recedes,

Amendments Nos. 4 and 5: The Houso bill provided for an increase
in. the normal tax on corporations, in general, from 25 to 30 porcent of
normal tax net income, applicable to taxable years begipning after
Decomber 31, 1950,  The Senato provided for an incroase in the cor-
poration normal tax from 25 to 27 percont and an increase in the
corporation surtax from 22 to 26 percont. Under the Senate amend-
ment, the increages in normal tax and surtax wore to bo effective as
of April 1, 1951, and wore to terminate on Decombor 31, 1953, Spe-
cial rates wero provided for the calendar yoar 1951 to reflect tho
April 1 offective date. Undor the conforence agreement on amend-
ments 4 and 5, the normal tax is increased from 26 to 30 percont as
provided in the House bill with no increase in the surtax, Tho in-
cronse in normal tax is to be offective as of April 1, 1951, with a normal
tax rato of 28% percent for the calondar year 1951, Tho conforence

]

These amendments are clerical. The
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agreemont provides that the increase in normal tax is to terminate
as of March 31, 1954, , o A T
Amendment No. 6: The Fouse bill amended section 430 (a) (2)
of the code (relating to maximum excess profits tax) so as to increéase
the percentage used under existing law for computing the maximum-
excess profits tax from 62 to 70 porcont. The Senate amendment
provided a new mothod for computing the maximum excess profits tax.
which, in gonoral, was 16% percent of -tho excess profits net income
for tho calondar year 1951 and was 17 porcent, of the excess profits net
income for taxable years beginning after March 31, 1951, The
17 percent figure of the Senate amendment was comparable to a 69
percent figure under the method provided in the House bill. - The
Housoe recedes with- an amendment which adopts the Senate method:
of computing the maximum tax but increases the: 17 percent figure
to 18 percent (comparablo to” the House bill 70 percent figure) for.
taxable years beginning after March 31, 1951, Under the conference
agreement the maximum excess profits tax for the calendar year 1951
is 17% percent of the excess profits net income for such year. - '
Amendments Nos. 7, 8, and 9: Senate amendments Nos, 7 and
amended section' 207 (a) (tax on certain insurance companies),:
362 (b) (tax on regulated investment companies), section 421 (a)
(tax on business income of certain tax: exempt: organizations), and
section 26 (relating to credits for corporations) of tlie code to make
changes conforming to the action of the Senate with respect to: the:
corporate normal: and surtax rate increases. - These amendments also
made other technical conforming changes in-the code. . Senate amend-
ment No. 9 struck out section 123 of the House bill which provided
for the allowance of only one surtax: exemption and one minimum
excess profits credit to cortain.controlled groups of corporations.” Tho
House recedes on amendments Nos. 7 and 8 with conforming amend~
ments and an amendment adding a new section 15 (¢) to the code
(relating to disallowance of: surtax exemptions and minimum excess
profits credit) and the Housé recodes on amendment:No. 9.0 i,
The new subsection (c) of section 15 applies to the situation where
a corporation, on or after January 1, 1961, trandfers propoerty (othor
than monoy) to one or mdre:corporations created for'the purpose; of-
acquiring such property, or:to‘one or more ‘corporations not ‘acti'volK:
engagdd in business at the time-of suchacquisition; if after such
transfer the transferor corporation or:its:stockholders, or both; are
in control of the transferee during any partof a taxablo ycar of such
transferee corporation. In such case the transferce corporation shall’
not be' allowed -either .the $25,000 exemption’ from surtax> or- the
$25,000 ‘minimum :oxcess. profits credit: uinloss it ostablishes by the:
clear proponderance of the evidence that the securing of the $25,000.
exomption or thie $25,000 minimum. excess profits - credit, or both,
was nob mni’or purpose ‘of ‘tho transfer of the property -to it by the:
transforor.. The term “control”. is:dofinéd ‘as thé 'ownership ' of stook -
possossing ‘ab least 80 porcent of the:totalicombined voting power of:
all classes of stock entitléd to vote or atleast 80~porcénb'0%' the' total;
value of shares of: all classes of stbck. oft!the corporation. ‘Undeér:the:
amondment the ownership of stock is to be determined in accordance:
with the provisions-of sectioh .603, excdpt:that constructivé owner-
ship under section 503 (a) (2) is to be determined: only with:respect:
to the individual’s spouse and minor children. ' The Secretary, to the
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extent not inconsistent with the provisions of the new subsection, is
granted the same authority as under section 129 .(b) to allow in:
whole ov in part a surtax excmption or a minimuzo excess. profits
credit which might otherwise be disallowed under the subsection or
to apportion such exemption or credit among the corporations in-
volved. For example: Corporation A transfers on January 1, 1952,
all of its property to corporations B and C in exchango for the ontire
stock of suc‘x corporations, lmmediately thereafter corporation A
is dissolved, its stockholders becoming the stockholders of B and C.
Assuming that n major purpose for such transfers is to secure addi-
tional surtax exemptions and minumum excess profits credits, the
Sccretary has tho authority to allow one such exomption and credit-
and to apportion such exemption and credit betviéen corporations
B and C. It is provided that the subsection shall not be applicable
to any taxable year with respect to which the tax imposed by sub-
chapter D of chaptor 1 (relating to the excess profits tax) is not in
cffect. It is not intended that the new subsection shall in any way:
delimit or abrogate any of the existing provisions of the codo (includin
sec. 129), or any principle established by judicial decision, whicﬁ
have the offoct of proventing the avoidance of income or excess profits
taxes,

Amendment No. 10: This amendment strikes out all of section 124
of the House bill which provided, in the case of corporations, for an
increase from 25 percent. to 28.125 percont of the alternative tax
(under sec. 117 (¢) (1) of the code) on capital gains. The House
recedes with an amendment changing the section number from 124 to
123, and providing for an increase of the alternative tax from 25 per-
cent to 26 percent, offective in the case of taxable years beginning
aftor March 31, 1961, and before April 1, 19564. Under the conference:
agreement, the amendment will have no effect on taxable years begin-
ning before April 1, 1951, even though the taxable year ends after
that date, but the 26-percent rate will apply in full to a taxable year
ending after March 31, 1954, if the taxable year begins before April 1,
1954, o T -

Amendment No. 11: This amendment provides, in general, that
corporations subject to a tax imposed by chapter 1 of the code for a-
taxable year ending after March 31, 1961, but prior to October 1,
1961, shall after the date of the enactment of the bill and on or hefore
January 15, 1952, make a return for such taxable year with respect
to such tax and such taxable year. The House recedes with a clerical
amendment. : , :

Amendment No. 12: This amendment, which corresponds to:sec-
tion 125 of tho House bill, provides the offective date of part II of
title I. "I'he Houso recedes with a clerical amondment,. o

Amoendmont No, 13: This amoendmont, rolating to the computation
of tax by cortain fiscal yoar taxpayors, corresponds to subsection (a) of
sootion 131 of tho House bill with such changes as are necessary to
roflecct the normal tax snd sirter rates and the termination dates.
provided by the Senate amendments, The House recedes with
amendments conforming to the conference action with respoct to the
corporate income tax rates. : o

mendments Nos, 14, 16, 16, 17, 18, 19, 20, and 21: Theso amend-.
ments are clerical amendmonts. Tho Houso recedos. e
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Amendment No. 22: This amendment strikes out part I of titleI1
of the House bill providing for the withholding of tax at the source on
dividends, interest, and royalties. The House recedes, -

Amendment No. 23: This amendment, which corresponds to part II
of title II of the House bill (relating to increase in withholding of tax
at sourcoe on wages) amends section 1622 (a) of the code by changing
the percentage rate of withholding from 18 percent to 20 percent in
the case of wages ?aid on or after November 1, 1951, and befere
January 1, 1954. It also amends séction 1622 (c) (1), relating to
wage-bracket withholding, to provide new tables which reflect the
increased tax rates. - It also provides, as did the Houseé bill, for
additional withholding of tax on wages upon agreement by empfoyer
and employee and provides that the amendments made thereby shall
be applicable only with respect to wages paid on or after November 1,
1951, The House recedes.. A X

Amendments Nos. 24, 25, 26, and 27: These amendments are
clerical and conforming amendments, The House recedes.
~ Amendment No. 28: Section 301 of the House bill amended section
12 (c) of the code to provide for & head of a household approximately
one-half of the income-splitting benefits provided for a ‘husband and
wife who fils a joint return. Under the Senate ameéndment the head
of a household was afforded approximately one-fourth of such benefits.
The House recédaes with an amendment conforming to the House
action in affording approximately one-half of such benefits and making
the necessary changesin the surtax tables to conform to the conference
action with respect to individual income tax rates and effective date
provisions, R S A SRR

Amendment No. 29: Under the House bill, 'a' taxpayer might
qualify as a head of ‘a household’ by reason of such household consti-
tuting the principal place of abode of a descendant of a stepson or
stepdaughter of the taxpayer. Under the Senate amendment, such
descendants are eliminated from the category of persons in respect of
who‘rjn the taxpayer may qualify as head of a household. The House
rocedes, - Co e R e ’ S

Amendment No. 30: This amendment adds subsection (b) to section
301 of the bill to provide that in the case of a head of a household who
elocts the benefits of section 51 (f)'(1) of the code (relating to tax com-
Puted by collector in case of wage earners)-the tax shall be computed
)y the collector under supplement T ‘without regard to the taxpayer’s
status as head of a household, - The House recedes, =~ =~ '~

Amendment: No, 31: This amendment amends section 22 (b)'(1)
of the-code (relating to exclusion of life insurance proceeds from gross
income) to provide for a limited exclusicn for aniounts paid by an
employer to the beneficiaries of an employee by reason of the em-
ployee’s death, - The House recedes. IR

nendment No. 32: This' amendment emends sections 113 (a) (5)
and (22) (b) (2) of the code to provide that the basis of a survivor's
interest in & joint and survivor annuity, the value of which'is requirad
to be included in ‘he estate of a decedent annuitant dying after Ie-

~comber 31,1950, shall be considered to be acquired by “bequest,
devise, or inheritance’” and that such basis (that is, the value of such
survivor’s interest at the time of the decedent’s death) shall be con-
sidered, for purposes of determining the amount to'be included in ' the
income of the survivor, to be the consideration paid for the survivor’s
annuity, The House recedes.
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Amendmoent No. 33: This amendment provides for the permanont
enactmont of section 22 (b) (9) of the code, relating to exclusion from
gross incomo of income attributable to the discharge of certain indebt-
aduess in the case of a corporation which consents to roduction in
basis of its properties in an amount equal to the income oxcluded,
and extends for threo years the application of section 22 (b) (10),
relating to the exelusion of incomo of a railroad corporation attribu-
table to the dischargoe of its indobtedness in a receivership proceeding.
Thoe amoendment is similar to I. R. 2416, which was passed by the
House on April 12, 19561 (1. Report No. 311). The House recedes.

Amendment No. 34: This amendment makes certain changes in
section 22 (h) (13) of the Internpl Revenue Code, relating to the
additional allowance for certain members of the Armed Forces.

Section 22 (b) (13) of existing law excludes from gross income
cortain compensation received for active service in the Armed Forces
of the United Sintes for any month during any part of which the
recipient served in a combat zone after Juno 24, 1950, and prior to
January 1, 1952. This amendmont oxtends this latter date from
January 1, 1962, to January 1, 1954, ‘

This amendment also extends the exclusion to certain compensation
recoived for active service in the Armed Forces of the United States
for any month during any part of which the recipient was hospitalized
at any place as a result of wounds, discase, or injury incurred while
sorving in a combat zone after June 24, 1960, and prior to January
1, 1964, providod that during all of such month there are combatant
activities in some combat zone. The House recedes. y

Amendmont No. 35: This amendment revises section 22 (d) (6)
(F) (iii) of the code, which provision was added to scction 22 (d) (6)
by Public Law 919 (81st Cong., 2d sess.), so as to vary the application
of the rule with respect to replacement of involuntary liquidations of
inventorios in certain cases where such roplacement is made during
taxable years ending after June 30, 1950, and prior to January 1,
1963.  The cffect of the amendment would be to permit the roplace-
ment of the World War IT involuntary liquidations during taxable
years ending aftor Juno 30, 1960, and prior to January 1, 1963, without
requiring that the involuntary liquidations occurring during such years
bo first roplaced, thus onabling the replacomont of the World War II
liquidations to be mado in time to pormit them to qualify for the
benefits of section 22 (d) (0?. The H‘ouso rocedes.

Amendment No, 36; This amendment amoends section 23 (x)
(rolating to the deduction of medical oxpenses) by eliminating thoe 5
porcent limitation with respect to tho deduction of medical, dental,
ote., oxponses paid during tho taxablo yoar, not compensated for by
insuranco or othorwise, for the care of the taxpayer or his spousoe if
oithor the taxpayer or his spouse attains the age o%’ 65 boforo tho close
of the taxable year. The limitation with respect to the maximum
deduction allowable undor section 23 (x) remains unchanged. Theo
amendmeont is offoetivo with rospeet to taxable yoars beginning after
Docomber 31, 1950, The Houso rocoedes. v : o

Amoendment No. 37: This amendmont adds pm'agmph (7) to seotion
23 (aa) of the Internal Revenuo Code to provide, in genoral, that an
olection to take or not to tako the standard deduction for any taxable
year may bo changed after the time prescribed for filing a return for
such year, The House recedes.
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:\\;wndmont. No. 38: This améndment 'is clerical. The House
meeedes. o L
“Amendmont No. 39: Section 302 of the House bill would add a.new
siubparagraph (D) to section 23 (a) (1) of the code providing, in gen-
cral, that all expenditures paid or incurred after Decembor 31, 1950,
i the development of & mine or other natural deposit'(othér than an
oil or gas wolls, to tho oxtent paid or iriGurred after the existence of ores
or minerals in commercially marketable quantities has been disclosed,
shall be deducted ratably as the produced ores or miinerals henefitéd
.v such expenditures aro sold. Scction 302.of thé House' bill also,
amended section 113 (b) (1) b nddin% a new subparagraph (J)
thereto to provide for ad]ustmen{to the basis of the mine or deposit
for amounts allowed as a deduction under new subparagraph (D) as
added to section 23 (a) (1). " ’ S
The Senate bill made technical changes in the House provisions
and inserted the substdtide of subparagraph (D) as added to section
23 (a) (1) by the House bill in a new 'Sllbseptio’n'&cc) to be added to
section 23 of the code. 'The Senaté bill also added a provision to the
new-subsection (cc) which, in general, would allow the taxpayer to
clect to deduct developmont expenditiires ecither in the taxable
year paid or incurred or ratably during tho taxablé years in which
the produced ores or minerals benefited by such expenditures are sold.
The House recedes. -~~~ '~ " o
Amendments Nos. 40 and 41: These amendinents are clerical. The
House recedés. - \ A ‘
Amendment No. ‘42: This'amoendment changes seotion 25 (b) (1)
(D) of thie code to increase the gross income test of a dependent from
$500 to $600. The House reccgcs. D o
Amendment No. 43: This amendmint adds to seetion 26 (b) of
the coda a new paragraph to' provide for a dividends received credit
in the case of dividends received from''a foreign ‘corporation (other

than a foreiFn personal holding ¢ompany) subjéct to taxation under
chapter 1 of the code which for a'stipulated uninterrupted period of
time has been engaged in trade or business within the United States
and has derived during such poriod 50 percent or inore of its gross
income from sources within the United Statos, L
The House recédes with an amendmeont yndor which the dividends
received credit will be allowed with respect to dividends received from
such a foreigh corporationi in an amiotint equal to— _ e
(A) -85, porcent of the dividends recoived out of itd earnings or
profits of tho taxdable year (¢computed as of 'thio close of the taxabla
yoar without difninution by reason of ‘any’ distributions made
during the taxable yoar) without rogard to the amount of 'the
enrnings or profits at the time the distribution was made, but
such amount, shall not exceed ax amdunt which bears' the samg

ratio to 85 porcont of such dividends rocoived out of such’ darnings'

or profits as the gross-incoma of such foréign corporatioh’ for such
taxable yoar from sources withiti' the, Unitod States bénrs to its
- gross incomp from all sources for such' taxable yoar, and "
_ (B) 85 porcont of the dividends received ‘ut of that' patt of
its carnings or profits specified in olaiiso (1)'of tho fitst sontence
of section 115 (a)' meoumulated after the Beginning,of such inin-
terruptod poriod, but sueki amoun shall ot oxtoed arl ariiing
which boars' the same ratio 'to 85 pércent of such'divideiids ré- -
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coived out of such accumulated carnings or profits as the gross
income of such foreign corporation from sources within the United
States for the portion of such uninterrupted period ending at the
beginning of the taxable year bears to its gross income from all
sources for such portion of such uninterrupted period.
The dotermination of earnings or profits distributed in any taxable
year shall bo made in accordance with section 115 (b) of the code,
The application of this amendment, is illustrated by tho following
example: Corporation A (a foreign corporation filing its return on a
calendar year basis) whose stock 18 100 percent owned by Corporation
B (a domestic corporation filing its return on a celendar-year basis)
for the first time engaged in trade or business in the United States
on January 1, 1940, and qualified under this amendment for tho entire
period beginning from that date and ending with Decomber 31, 1951,
Corporation A had accumulated carnings or dproﬁt,s of $50,000, im-
mediately prior to January 1, 1940, and had carnings or profits of
$10,000 for cach taxable year during the uninterrupted period from
January 1, 1940, through December 31, 1951. It derived for the
period from January 1, 1940, through December 31, 1950, 90 percent
of its gross income from sources within the United States, and in
1951 derived 95 percent of its gross income from sources within the
United States. During the calendar years, 1940, 1941, 1942, 1943,
and 1944 corporation A distributed in each year $15,000; during the
calondar yoars 1945, 1046, 1047, 1948, 1049, and 1950 it distributed
in cach year $5,000; and during the year 1951, $50,000, For 1951
a dividends-received credit of $31,025 will be given corporation B
with respect to the $50,000 received from corporation A, computed
as follows:

(1) $8,075 which is $8,600 (86 percent of the $10,000 of carnings
or profits of the taxable year) multiplied by 95 percent (fhe por-
tion of the gross income of A corporation derived during the tax-
ablo year from sources within the United States) plus

(2) $22,950 which is $25,600 (85 percent of $30,000 (that part
of tho carnings or profits accumulated after tho boginning of the
uninterrupted period)) multiplied by 90 percent {?}w portion of
the gross income derived from sources within the United States
during that portion of the uninterrupted poriod ending at the
beginning of the taxable yoar).

If, in the foregoing example, corporation A for the taxable year 1951
had incurred a deficit of $10,000 (shown to have been incurred prior
to December 31), and if it had distributed $50,000 on December 31,
1951, the dividends received credit which corporation B would receive
would be $15,300, computed by multiplying $17,000 (85 percent of
$20,000 carnings or profits accumulated after the beginning of the
uninterrupted poriod) by 90 percent (the portion of the gross income
from United States sources durinﬁ that part of thoe uninterrupted
period ending at the boginning of tho taxable year). ,

Amondment No. 44: This amoendmont adds to section 61 of the
codo (rolating to individual returns) a new subseotion (g) providing
for the filing of a f'oint return by a taxpayer and his spouse for a
taxable year for which a joint return could have been made under
soction 51 (b) oven though the time prescribed by law for filing the
return for such taxable year has expired, This provision is effective
with respect to taxable years beginning after December 31, 1950:
The House recedeos,
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Amendment No. 45: This amendment adds scotion 313 to the bill
which relates to income-tax treatment of mutual savings ‘banks,
building and loan assoolations, and cooperative banks, effective with
respect to taxable’ years beginning after December 31, 1951, The
House recedes with' an amenﬁmenb. '

Subsection (a) of section 313 as agreed to in conference repeals
soction 101 (2; of the code (relating to exemption from tax of mutual
savings banks), : : '

Subsection (b) amends section 101 (4) of the code to ropeal the
exomption from tax of building and loan associations and cooperative
banks. Oredit unions without capital stock organized and operated
for mutusl purposes and without profit will remain tax-exempt under
gection 101 (4) of the code. , !

The amendment to section 101 (4) of the code made by subsection (b)
will also ‘continue to exempt from tax corporations or associations with-
out capital stock organizoed priorto September 1, 1951, and operated
for mutual purposes and without profit for the purpose of providing
reserve funds for, and insurance of, shares_or deposits in- (A) domestic
building and loan associations (as defined in sec. 3797 (a) (19), (B)
cooperative banks without capital stock organized and operated for
mutual purposes and without profit, or (C) mutual savings banks riot
having capital stock represented by shares. o

Subsection (¢) amonds section 4564 of the code to add to the list of
corporations exempt from the ‘oxcese profits tax any mutual savin
bank not having capital stock represented by shares, any domestic -
building and loan' association' (as defined in sec. 3797 (a) (19)), and
any cooperative bank without' capital stock organized and operated
for mutual_'pm:goses and without profit. - o

Subsection (d) amends section 5 (h) of the. Home Owners Loan Act
of 1933 (48 Stat. 132;12 U. S. C., sec. 1464 (h)), to remove the language
in such séction exempting Federal savings and loan associations from
Yederal income: tax, war-profits; and excess profits taxes, in the case
of taxable years beginning after December 31, 1951. These associ-
ations will not; of ‘course, be subject to the excess profits tax, by reason
of the amendment:made by subsection (¢). Lo

Subsection (o) amends section 23 (k) (1) (relating to deduction
from. gross income of bad debts) to provide rules with respect.to a
reasonable addition to a reserve for bad debts in the case of & mutua
savings bank not having capital stock répresented by shares, a domestic
building and loan association, and & CA)OFemtive bank without capital
stock organized anc vporated for mutual purposes and without profit,
Where 12 percent of the total deposits or withdrawable accounts of
the' institution’s’ depositors at the close of the taxablé: ear exceeds
the sum'of its surplus, undivided profits and rescrves at the beginning
of the taxdble year it may ‘take a deduction for a reasonable addition
to a reserve for bad debts i:o"r such year in any amount determined by
it to be a reasonable addition for such year; éxcopt that such amount
shall not be greater than thi lessor of (A) the amount of its net income
for such yoar'computed without regard to, thiq proyision, or (g(i)“ the
amount by which'sach' 12 percent of 'its' total: deposits exceeds i¢s
surplus, undivided profits, and reserves at the beginning of such year.
Where 'the sttin 'of -the institution’s surpluk, undivided’ profits;" ond
reserves' at' the belg|nulgg!ot'tlia" taxable year equals or excedds' 12

peércent of its total daposits or withdrawable accounts at the 'cidse of
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such year, any doeduction for such year for a reasonable addition to a
resorve for bad debts will be determined under the genoral provisions
of section 23 (k) (1). In determining a deduction for a reasonable
addition to a reserve for bad debts, an[c!i in determining the sum of the
surplus, undivided profits, and reserves, there will be taken into ac-
count, sur{)lue, undivided profits, and bad debt reserves accumulate
prior to tho close of December 31, 1951 (i. 6., during the pericd for
which the institution was not subject to taxation),

Subsection (f) amoends section 23 (r) (relating to the deduction from
gross income of certain dividends paid by banking corporations) to
provide that in the case of mutual savings banks, cooperative banks,
and domestic building and loan associations (for definition of domestic
building and loan associations, see section 3797 (a) (19) as added by
aaction 313 (i) of the bill), there shall be allowed as deductions in
computing not income any amounts paid to, or credited to the
accounts of, dci)osit,ors or holders of accounts as dividends on their
doposits or withdrawablo accounts, if such amounts may be with-
drawn on demand subject only to customary notice of intention to
withdraw. For example, if an institution has tho right to receive
30 days’ notice prior to the withdrawal of a deposit or of any amounts
paid or credited to the account thereof, the amounts credited will
nevertheless he considered as withdrawable on demand subject only
to customary notice of intention to withdraw.

Subsection (g) amends section 23 of the code (relating to deductions
from gross income) to provide & deduction for repayment of certain
loans by a mutual savings bank not having capital stock represented
by shares, a domestic building and loan association (as defined in
section 3797 (a) (19) of the cude) or a cooporative bank without capital
stock organized and operated for mutual purposes and without profit.
It provides that amounts paid by the ba:épayer during the taxable
year in ropayment of loans made prior to September 1, 1951, by the

nited States or any agency or instrumentality thereof which is
wholly owned by the United States, or by a mutual fund established
under the authority of the laws of any State, shall be allowed as a
deduction in computing net income of the taxpayer, ‘An example for
this purpose of an agency or instrumentality wholly owned by the
United Statos would be the Reconstruction Iinance Corporation.

Subsection (h) amends section 104 (a) of the code (defining the term
bank) to include, within the definition of bank, a domestic building
and loan association,

Subsection (i) amonds section 3797 (a) of the code (relating to defini-
tions for tho purpose of the Internal Revenue Code) to define the term
“domestic building and loan association” to mean a domestic building
and loan association, a domestic savings and loan association, and a
Foderal savings and loan association, substantially all the business of
which is confined to making loans to members, This amendment is of
a clarifying naturo and is not intended to change the existing meaning
of a domestic building and loan association. _

Subsection (j) provides that the amendments made by tho section
shall be applicable only with respect to taxable years beginning after
December 31, 19561, - ‘ r

- Amondment No. 46: This amendment in general amends section
101 (12) of the code to subject tax-exempt cooperatives to normal
tax and surtax on earnings notdefinitely allocated to the accounte
of patrons.
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The House recedes with an amendment makin% a clerical change
and with the following additional amendmeonts. First, it is provide({
that amounts allocated to patrons with respect to income not derived
from patronage, if made after the close of the taxable year and on or
before the fifteenth day of the ninth following month, shall be con-
sidered as made during the taxable year to the extent such allocations
are attributable to income derived before the close of the taxable ycar.
Sceond, it is made clear that in taking into account patronage divi-
dends to patrons with respect to their patronage in computinfg the net
income of the cooperative, it is immaterial whether such dividends
relato to patronage of the taxable year of the cooperative or to patron-
agoe of preceding taxable years, Third, tha provision of the Senate
amendment relating to withholding on patronage dividends in the
event withholding is required on corporate dividends is stricken from:
the bill. Fourth, it is provided that the provisions of subsection (f)
of section 148 (relating to information returns of patronage dividends
paid by corporations), as amended by the Senate amendment, shall
not apply in the case of any corporation (including any cooperative or
nonprofit corporation engaged in rural electrification) exempt from
taxation under section 101 (10) or (11) or in the case of any insurance
corporation subject to a tax imposed by supplement G. : .
nder the conference agreement, patronage dividends allocated by
a cooperative to its patrons will not be treated as taxable income to
the cooperative. : v :
Amendment No. 47; This amendment, which adds a new sub-
paragraph (D) to section 102 (d) (1) of the Internal Revenue Code,
provides that the oxcess of the net long-term capital gain for the
taxable year over the net short-term capital loss for such year, less
the taxes imposed by chapter 1 of the code attributable to such excess,
shall be deducted from the net income in computing section 102 net
income. However, the fact that such excess is not to be taken into
account in the tax basis on which the penalty tax under section 102 is
imposed will not prevent capital gains from being taken into consider-
ation in determining whether earnings or profits of & corporation have
been permitted to accumulate beyond the reasonable needs of the
business. The House recedes. N » o
Amendment No. 48: This amendment amends section 112 (b) (7)
~of the code (relating to election as to recognition of gain in certain
corporate liquidations), so as to make it applicable to cases'in which
the liquidation is pursuant to a plan adopted after Decembar 31, 19560,
and the transfer of all the property under the liquidation occurs within:
one calendar monthin 1951 or 1962. The Houserecedes, .- . - .
Amendment No. 49: This amendment. amends sections 112 (b)
and 113 (a) of the code to provide for the nonrecognition of gain in
certain cases, where, pursuant to a plan of reorganization, a share-
holder of a corporation which is a party to the reorganization receives
stock (other than preferred stock) in another corporation which js a
party to the reorganization without the surrender by such shareholder
of stock. This amendment is applicable with respect to taxable years,
ending after the date of the enactment of this act, but.applies. only
witshdrespecb\to distribution of stock made after such date,:i The House
receaes, .. oo h - S I L T AT R
Aﬁnendment No. 50: This is a clerical amendment. The . House
recedes,



76 REVENUE ACT OF 1951

/~mendment No, 51: Scetion 303 of the House bill provides, in
genoral, that any gain from a sale of property used by the taxpayer
as his principal residence will not be recognized if the taxpayer witl):in
a period beginning 1 year prior to the date of such sale and onding 1
year after such date purchases property and uses it as his principal
residence except to the extent that the taxpayor's solling price of .the
old residence oxceeds his cost of purchasing the new residence. The
Senato amendment provides that, where the taxpayer is constructing
the new residence, such period shall include 18, rather than 12, months
after such sale. If the taxpayer commenced construction of the new
residence more than 1 year prior to the date of the sale of the old resi-
donce, in determining the taxpayer’s cost of building the new residence
there will be included only so much of the cost as is attributable to
the construction made during the period beginning 1 yoear prior to the
date of the sale of the old residence and ending 18 months after such
date. The House recedes. ‘ :

Amendment No. 52: This is a clerical amendment. The House
recedes,

Amendment No. 53: The House hill granted a percentage depletion
allowance at the rate of 5 percent in the case of deposits of asbestos,
sand, gravel, stono (including pumice, scoria, and slate), brick clay, tile-
clay, shale, oyster shell, clam shell, granite, and marble. ‘The Senate
amondment granted percentage depletion in the case of asbestos at
the rate of 10 percent and added to the above list sodium chloride
and, if produced from brine wells, calcium’ chloride, magnesium-chlo-
ride, potassium chloride, and bromine. The Senate amendment re-:
moved slate from the parenthetical clause following stone and included:
it as a separate item in this 6-percent category. The House bill in-:
creased the 5-percent rate of percontage depletion now allowed for coal
to 10 percent. 'The Senate amendment followed this treatment in tha
casoe of coal and included in this new 10-percent category ‘those miri-
orals which the House bill would have aﬁowed percentage depletion-
at a rate of 16 percent. 'These minerals are borax, fuller’s earth;
tripoli, refractory and fire clay, quartzite, perlite, diatomaceous earth,
motallurgical grade limestone, and chemical ‘grade limestone. 'The
Senate amendment also added wollastonite, magnesite, dolomite, bru-!
cite, and calcium and magnesium carbonates, to this 10-percent list,
and added aplite and garnet to the list now allowed percentage deple-
tion at the 15-percont rate. ‘ S

The bill, as passed by both the House and the Senate, made
technical amondments to section 114 (b) (4) (A) which do not alter.
its substance. The House bill changed the paronthetical- clause;:
stating that thonardite produced from brines or mixtures of brine
would bo allowed percentage depletion, to stato that thenardite,:
including  thenardite from Erines or mixtures of brine, would be
permittod such allowance. T'he Senate amondment acnieved the!
samo offect by striking the paronthetical clause.

The amendments made by both Houses are applicable only with:
respect to taxable years beginning after December 31, 19560. S

ho House recedes with an amendment  which restores: borax,
fuller's earth, tripoli, refractory and fire clay, quartzite, diatomaceous
earth, metallurgical grade limestone, and chemical gm(ie limestone to:
the 16-percent catogory in which they appeared in the House bill and
which removes potassium chloride from the list of minerals to which:
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the Senate bill granted ghe percentage depletion allowance at the
5-percent rate. Potassium chloride is entitled, under existing law, to
percentage depletion allowance at 156 percent. Under the conference
a%reement calcium carbonates are granted an allowance of 10 percent,

iile marble, which is a calcium carbonate, recoives 5 percent. It is
intended, in any case where a mineral is specifically provided for at a
stated rate of percentage allowance, that the specific provision will
govern over tho allowance provided (\vhother higher or lower) for a
more general classification,’

It is the intention, in including stono in the 5-perconb porcentage
depletion category, to Iimit such torm to its commonly understood
meaning.  Thus, depletion would be allowed in the case of common
stone which is crushed for use in building roads but would not be
allowed in the case of precious stenes such as diamonds.

Amendment No. 54: Section 115 (g) (3) of the Internal Ravenue
Code provides in substance that sectxon 115 (g) (1), relating to the
treatment as dividends of amounts distributed in redemption of stock,
shall be inapplicable where the redemption is of stock the value of
which is included in determlmng the value of the gross estate of a
decedent provided, among other limitations, that-the value of the stock
in such corporation comprises more than 50.percent of the value of the
net cstate of the decedent.. Under the Senate ‘amendment; the 50-
percent limitation would be reduced to 25 percent.. The . House
recedes with an amendment: under -which the value of the stock of
the corporation must comprise. more .than 36 peré¢ont:of the value
of the gross estate of the decedont. The amondment would be appli-
cable with respect to distributions in- rodomptaons made after the
date of enactment of the act. -

Amendment No, 55:. This amendment amonds sectxon 116 (a) of
the Internal Rovenue Code 8o as.to apply the exemption of -earned
income: received: from sources without the United States to (1) an
individual citizen of the United States who has been a bona fide

resident of a foreign couritry or countries for an uninterrupted: period .

which includes an entire taxable year or (2) an individual: ¢itizen
of the United States who during any period of 18 consecutive months
is physically present in a foreign country. or countries for & total of
at least 510 full days in such poriod. - -Amounts paid by the United
States or any agoncy thoreof |do not: come: within the provisions of
this amondment. The amoendment. further amends: the .Internal
Revonue Codo to adapt tho provisions rcspectmg collection of income
tax at sourco on wages to the substantive changes made to section
116 (a) of tho code, and to ¢liminate withholding of Federal income
tax with respect to wages which are required by law of any foreign
country. to.be withheld upon for income taxes of such formgn country
The House recedes with a clorical amondment. - Cep i

Améndment Nos. 56, 57, nnd 58: These are clemcal amendments
Tho Houso recedes.

Amendment' No, 59: ’I‘lns amondment strnkeq out the pm%sxon of
the House bill which provulcd for an incroase, in the case of! individ-
uals, of the alternative tax on capital gaing: from 26 porcentito 28/125
orcent.  'The Houso recedes thg ‘an amendment providing (efféetive
in the casaiof taxable ydars beginning after October 31,1951, and’be-
fore November 1, 1953) for an increase of. the. alternative tax- from
26 .percent to 26 -percent, - Under : the : conference: :agraement, the
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amendment will have no effect on a taxgble year beginning befoire
November 1, 1951, even though the taxable year ends after that
date, but the 26-percent rate will apply in full to a taxable year
onding after November 1, 1953, if the taxable ycar began before
that date. =

Amendment Nos. 60, 61, and 62: These are clerical amendments.
The Honsoe recedes.

Amondment No. 63: This amendment provides rules for the appli-
cation of section 117 (j) in cases where land bearing an unharvested
crop is sold. Thoe provision applies in cases where the land has been
held for more than 6 months. The period that the crop has been on
the land is immaterial. The House recedes. '

Amendment No. 64: The Houso bill contained a provision which,
effective for taxable years after 1950, amended section 117 (j) (1) of
the code to provide that the term “property used in the trade or busi-
ness'’ inclm}es livestock held by the taxpayer for draft, breoding, or
dairy purposecs for 12 months or more. The Senate amendment
restates this provision to provide that the term “propertyused in the
trade or business” includes livestock, rogardless of age, held by the
taxpayor for draft, breeding, or dairy purposes, and held by him for 12
months or more from the date of acquisition., The Senate amendment
also provided that the term does not include poultry except that the
term does include turkeys regardless of age, held by the taxpayer for
breeding purposes, and held by him for 12 months or more from the date
of acquisition, The Senate amendment also included rules respecting
offective date. The House recedes with an amendment striking out
the roference to turkeys. This provision of the bill is not intended to
change the present application of section 117 (j) of the code to race
horses in any situation in which such race horses fall within the term
“property used in the trade or business,” : .

Amendmonts Nos. 65 through 72: Soction 307 of the House bill
(which corresponds to section 325 of the Senate bill) extended capital
gains treatmont to certain coal royalties. Tho Senate amendments
added certain additional rules and conforming amendments to other
sections of the code. The House recedes on amendments Nos. 65,
66, 68, 69, 70, 71, and 72, and recedes on amendmont No, 67 with an
amendment which strikes all references to timber, and which provides
that the provisions in regard to coal added by the bill shall have no
n})plication for the purpose of applying section 102 or subchapter A of
chapter 2, including the computation under section 117 (¢)- (1) of a tax
in lieu of the tax imposed by section 500. } ‘
zl\mendment No. 73: This is a clerical amondmont. The Houso re-
cedes. : 3

Ameondment No. 74: The House bill Provided that the amendments
relating to collapsiblo corporations shall be applicable to taxable years
beginning aftor Decomber 31, 1050, This amendment limits the
offectivo dato to taxable years ending after August 31, 1951, and
limits the application of the amendment to gains realized aftor such
dato. The I%ouse recedes. Ci

A?lnondmcnt No. 75: This is a clorical amendment., "The House
recedes ;

Amendment No. 76: Section 809 of the House bill added & now
subsection (n) to section 117 of the code to provide rules for the
treatment of capital gains and ordinary losses by a dealer in securities
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in order to prevent the dealer from obtaining: the most ‘beneficial
tax result by a shift in securities from one account to another or by.
insufficient identification of securities alleged to be within a particular
account, Under the amendment the provisions of section 117 (n)
are made inapplicable to the extent that these Ii)‘rovisions are incon-
sistent with the provisions of section 117 (i) relating to bond, etc.,
losses of banks. The House recedes. ,
Amendment No. 77: This amendment strikes out section 310 of
the House bill. ' The House recedes with an amoendment which adds
a new subsection (o) to section 117 of the Internal Revenue Codé so
as to provide that in the case of a sale or exchange, directly or in-
directly, of depreciable property (1) between husband and wife, or
(2) betweon an individual and a corporation in which he, his spouse,
and his minor children and minor grandchildren own more than 80.
percent of the .value of the outstanding stock, any gain recognized to
the transferor shall be considered ordinary income and not' capital
gain. The transfer of the property can-be from the corporation' to
the stockholder or from the stockholder to the corporation. The
property transferred must be property which in the hands of the
transferee is property of a character which is subject-to the allowance
for depreciation provided in section 23 (1) of the code. This amend-
“ment shall be applicable only with respect to sales or exchanges made
after May 3, 1961, . - ' Co S
Amendment No. 78: This amendment adds a new subsection to
section 117 of the code, to provide that certain payments: received
by an employee after the termination of his employment, which under
existing law are taxable as ordinary income, shall be treated as gains
from the sale or exchange of a capital asset held for more than 6
months,  The House recedes with clerical amendments and with an
amendment which provides that such payments (commencing aftor
termination of the employment) must be payable for a period of
not less than 5 years or for the period of the employee’s life following
the termination of his emﬂoyment: B Cot e
Amendment No. 79: This amendment, for which thereis'no corre-
sponding provision in the House bill, amends section 122 (b) (2)
(relating to the amount of net operating loss carry-overs) to provide
for a 4-year carry-over of 1948 and 1949 net operating losses by both
corporate and noncorporato taxpayers, and for a 4-ycar carry-ovor of
1946 and 1947 net operating losses by certain now ‘corporations, 'The
amendments to section 122 (b) (2) are made applicable in computing
the not operating-loss deduction for taxablo years beginning after
Decembeor 31, 1948. - The House recedes with an amendment which
eliminates the provisions of the Senate amendment for the carry-over
of 1946 net operating losses by new corporations, reduces from four
to three the number of years to which the 1947 net operating loss
may be' carried: forward by new corporations, ‘and reduces from four
to threo the number of years to which 1948 and 1949 not operating
losses may bo carried forward by all taxpayers, -~ . - b
Amondment No. 80: This amendment amends subsection '(d) of
geetion 130A, relating to dofinition of the term “‘restricted stock
option,” to provide that if the grant of an option is subject to stock-
holder approval, the date of the grant of the option shall be' deter-
mined as 1f the option had not boen subject to stockholder approval.
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- The amendment is made offective as if it had been enacted as a
part of section 218 of the Revenue Act of 1950, The House recedes
with a clerical amendment. : Ly

Amendment No. 81: This amendment adds to the bill a new
section 331 pursuant to the provisions of which (1) a domestic cor-

oration which owns at least 10 percent of the voting stock: of &
oreign corporation from which it receives dividends in a taxable year
will, for purpose of computing the foreign tax credit of such domestic
corporation, be docemed to have paid a proportion of cortain foreign
taxes paid, or deemed to be paid, by such foreign corporation, and
(2) such foreign corporation will, for the purpose of the above com-
putation, be deemed to have paid a proportion of certain foreign
taxes paid by any other foreign corporation-from which it receives
dividends in a taxable year, i% the former foreign corporation owns
a majority of the voting stock of the latter foreign corporaton. - The
House recedes with a clerical amendment and an amendment pur-
suant to which (2) above will be operative if the former foreign corpora-
tion owns 50 percent or more of the voting stock'of the latter foreign
corporation, . . R L

Amendment No. 82: This amendment amends section 147 of the
code to give to the Secretary the authority to require information
returns reporting payments of interest, regardless of amount. . Under.
existing law, except in the case of certain payments, information
returns-may not bo required from persons making payment of interest
unless the paymont 18 $600 or more. The House recedes with a
clerical amendment, , ‘ Lo e e L

Amendment No. 83: This amendment adds:a new section 154 to
supplement IJ-of chapter 1 of the code, relating to returns and pay=
ment of taxes, L , , SR

Such section 154 provides that, where any individual dies after
June 24, 1951, and prior to January 1, 1954, while in active service
as & mernber of the Armed Forces of the United States, if his death
occurred while serving in a combat zone, as determined under section
22 (b) (13) of the code, or at any place as a result of wounds, disease,
or injury incurred while so serving, (1) the tax imposed by chapter 1 of
the codo will not apply with respoct to the taxable year in which falls
the date of his death, or with respect to any :prior taxable year which
onded on or after the first day he was so serving in a.combat zone after.
June 24, 1950, and (2) tho tax (including interest, additions to the tax;
and additional amounts) imposed by chapter 1.of the code and under
the corresponding title of each prior revenue law for all taxable yoars
I)rooeding those specified in (1) above, which is'unpaid at the date of
s death shall not be assessed, and if assessed the assessment shall be
abated, and if collected shall be credited or refunded as an overpay-
ment, The House recedoes with a clerical amendment. . = .,

Amendment No. 84: This amendment amends section. 165..(b) .of
the code, relating to distributions to an employee. by & trust which
qualifies for exemption under section 165 (&), . . ... .. . . ...

Under section 166 (b), amounts distributed or made available to.an
employee by such a trust (in excess of the employee’s contributions)
are taxod to the employece o_nlly in the years in:which. distributed or.
made available and, if the total distributions are paid to the employee
in one taxable yoar on account of tho omployee’s separation from.the
sorvice, the amount of the distribution (to the extent exceeding the
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employee’s contribution) is taxed at capital tﬁain rates (as from sele
or exchange of -a capital asset held for more than 6 months).‘ .. -
Under. the amendment,- whére such a total distribution oceurs, in
one taxable year, and consists in' whole or in part:of securities of the
employer corporation, that part of the excess (of the amounts dis-
tributed over the amount of the employee’s contributions) -as consists
of net unrealized appreciation attributable to that part of the. total
distributions made in securities of such employer corporation shall be
excluded from income in: the year of distribution, and shall be subject
to tax only when the securities are sold: (or otherwise disposed of in
a taxable transaction). ‘The amount of the net unreslized apprecia-
tion which is excluded shall in the hands of the recipient not:be
included in the basis of the stock or other securities distmbuted.
The House recedes with an amendment providing .thut, the pro-
posed treatment is also to apply to: securities issued by a. parent or
subsidiary corporation of thé employer corporation. ... .. .. ..
. Amendment No.-85: Under:section 311 of the House bill, the special
rule for 1949 and 1950, set forth in section 202 .(b):(2) of the code for
use in:determining. théireserve and other policy liability credit of life
insurancé companies, would have been .extended to apply: to taxable
years beginning in:1961. Under this, amendment there is:substituted
for this: provision a system for: taxing such cbmpsanies; but only for
taxable years beginning in 1961, which is different from that:contained
in present law. Under this system, in. lieu of allowing life insurance
companies an -adjustment ¢f. their normal tax-net income. and:of
their corporation surtax net income, by means of the reserve and
other . policy liability credit, for purposes of a tax imposed at the
regular .corporate. rates, a:low-rate tax is imposed on the normal tax
nét income of such. companics ‘without allowence of any suchcredit.
Under the Senate amendment there is imposed for 1951 a tax equal: to
3%: percent of the:first.$200,000 of .the 1951 adjusted normal tax net
income of such .comparies.and 6%:percent of the amount in excess
thereof. - The House recgdes with a_clerical amendment:. .= . .
Amendment . No. 86:!This:is! a' clerical amendment. .- The House
recedes with-a clerical amendmment.: f - 1y e sl el
Amendment. No. 87: This amendmnent makes technical and clari-
fying changes in-the section of the: House bill: providing. for tax treat-
ment under:supplement Q of chapter 1 of the.code of certain registored
management investinent comperies: certified : by, the . Securities: and
Exchange Commission as principally ‘eng:Fed in- furnishing. capital-to
corporations principally engeged: in. development: or. exploitation; of
inventions, technological -‘imﬁxrovements,; new . processes; or. products
not previously generally ‘available;.  The House'recedes,. i . .« i+
.. Amendment No: 88: This aniendment, for which there is no-corre-
sponding i provision..in .thie House, bill,' makes. & minor. ohange -in-the
definition . of . 'system. .group!’. contained in section. 373..(d). ofi the
Internal. Revenue .Code.:\Under. ;this :amendment, in :determining
whether one, or mord. of  the corporations-in-a utility isystem :owns
the required 90 percent, of éach class of the stock of ancother corporation
in.zthe’faammyqtem,uthera is. disregarded; not only atock: which is pres
ferred; to-both -dividends-and . assets, which ,ty.ﬁe 10f .8tock \may/ be.
disregarded. for. this purpose under. present. law, but 'alsd; stock which
is limited a.nd preferred a8 to.dividends but which is not, preferred:as:to,
“assets, proyided that. the, total value of suchistock 1s less than: i
90721—51——0 '
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percent of the agggre%ate value of all classes of stock which are not
preferred as to both dividends and assets., This amendment is
applicable to all taxable years affected by exchanges and distributions
made after December 31, 1947. The House recedes with e clerical
amendment. ~ SRR o
Amendment No. 89: This amendment subjects governmental col-
leges and universities and corporations wholly owned by such colleges
or universities to the supplemont U tax on their unrelated business
net income, effective for taxable years beginning after December 31,
1951, The House recedes with a clerical amendment, o
Amondment No. 90: This is a clerical amendment. The House
recedes with a clerical amendment. ‘ :
Amendment No. 91: This amendment provides for retroactive ap-
plication to taxable years beginning after December 31, 1938, and
before January 1, 1951, of the provisions added by the bill to the
Internal Revenue Code with respect to the treatment of family part-
nerships for’ income tax purposes, which 1;;rovitsions are applicable
onerally to taxable ycars beginning after December 31, 1950. Thke
‘I:iouse recedes with an amendment revising the effective date pro-
vision to provide that the amendments made by the bill with respeet
to furnily:partnerships shall be applicable only with respect to taxable
yuars beginning after December 31, 1950, and to provide rules for
cases whore the taxable year of the partner differs from that of the
partnership. ’ : : T
In applying the proposed treatment of family partnerships to tax-
able years beginning aftor December 31, 1950, whare the taxable year
of a partnership begins in 1950 and ends within or with, as to all the
family partners, taxable years which begin in 1951, the:proposed
treatment shall apply to all distributive shares derived by the family
artnors from the taxable year of the partnership beginning in 1960
owever, where a taxable: year of the partnership ending in 1951
(whether beginning in 1950 or 1951) enss within or with a taxable
ear of a family partner which began in-1950; tho proposed: treatment
18 not applicable to any of the distributive shares. of income derived
by the family partners from such taxableé year of the partnership.
Amendment No. 92: This amendment, for which there is no cor-
responding provision in the bill as it passed the House; amends soection
127 of the ¢odo to provide an alternative troatment of war loss re«
coveries, applicable at the election of the taxpayer. Under the:amend-
ment the amount of the recovery, to the extent that it does not exceed
tha allowable deductions in prior taxable years on account of the
destruction or seizure of property in respect of which the recovery:is
received, is excluded from gross income for the taxable year in which
the recovery is received. irlieu of including such amount in gross
income for the taxable year of the recovery, there is to be added to the
tax imposed by ohapter 1 for such taxable year the total:increase 'in:
the tax under chapter 1- and chapter 2 for-all' taxable years which
would result, by decreasing, in ‘an amount equal to such part of the
rocovery so excluded; deductions allowable:in' prior 'taxable’ years'
with respect to:the destruction or scizure of the property. To the
extent that the amount of tho recovery exceeds ‘the allowablo de-
ductions in prioi taxable ysars on account of the destruction or geizure
of tho proporty, such amount is treated for the taxable year of the re-
covery as gain on the involuntary conversion of property and is recog+
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nized or nonrecognized as provided in section' 112 . (f)..: This amend-
ment also provides a new rule for the determination of the unadjusted
basis of property where the alternative treatment of the recovery:is
applicable pursuant to. eléction made by the taxpayer. . The House
recedes with amendments which revise section 127 (¢) (3):(A)-and
(6), and- make minor changes in the phrasing of section-127--(c) (3)
(B) and (C) and section 127 (d) (2). The effective date of the amend-
ment is also changed 'so that it will be applicable to taxableé years be-
ginning after December 31, 1941, . AN LR FYE I AIERE B
Section 127 (c) (3) (A), relating. to the definition of “‘amount of
recovery’’ for -the purposes of :the new ralternative treatment, .is
revised under the conference agreement so that in the case of recovery
of the same property or:interest considered under section 127-(a) as
destroyed or seized, suck proparty or interest may be included. in.the
amount of recovery at its fair market value, determined. as of theo'date
of recovery, or at the option of the taxpayer-at the adjusted basis!(for
“determining loss) of such property or interest in.the hands of -the tax-
payer on the date of the loss. Subparagraph:(A)-is also.revised:to pro-
vide that for.the purposes of section:127 (c) (3) (B) and:(Q)"(but not
section 127 (d) (2)) the :amount of recovery. shall: be reduced by the
amount of the obligations or liabilities with respect to the property;re-
covered, if the taxpayer for any previous taxable year chose under:sec-
tion 127 (b) (2) to treat such obligations or liabilities as discharged or
satisfied out of such property, and such obligations or liabilities !were
not so discharged or satisfied priov to;the date of the recovery,{: .
These two new rules incorpotrated into section 127 (¢) (3) (A) may
be illustrated by the following examples: - : ,.ii viwy 0 i Lo
- Example.(1): The taxpayer on December.11,i1941, owned Blackacre,
a property located in Germany. The adjusted basis:of siich: property
in the. hands.of: the: taxpayer on such date was $1,000,000. .. Under
section:127; (a) such: property was deemed destroyed or seized in the
year 1941 -and -the: taxpayer’s-loss of: $1,000,000 was. an:allowable
deduction for such year whether or not-the taxpayer claimed.such
deduction. A recovery with respect to such loss 1s:required: tobe
taken into account under section. 127: (¢).: Assume that:in 1946 the
taxpayer recovered this propérty and:-that onithe date ‘of recovery.it
had a fair market: value of $500,000, If the taxpayer clects:to proceed
under-the provisiohs of section 127 (¢) i(3), hét has an option to include
in the. amount: of: the recovery . respecting this. property :eithe?: the
fair market value on the date of the recovery ($500,000).or ah dmourit
equal -to- the, adjusted:ibasis of the propeérty .as of/-the date’ of:the
loss ($1,000,000). © Assumiung the: taxpayér had: vo: previous: recoveily
with respect!to thisproperty, its unadjusted basis under: sdotion:127
(d) .(2) for. the: period subsequent. to recovery would :be $500,000-or
$1,000,000 -depending: upon ;whether the itaxpayerchose!.to mclude
the. property -in:the amouiit of récovery in: 1946 at:its fair market
value' on thé date of tho recovery .or-its adjusted basis ag ofi the date
ofiloss.: If the taxpayer' chooses to treat:$1,000,000) (the adjusted.
basis:of the property on'the dateiof thie losaini1941) asithe amount.of
tlie recovery, there would beadded to the tax:for:1946.the: total in-
crease in thie-tax whichi would:result by decreasing: from $1,000,000;10
zero the,amount of the deduction allowable in:1941 ion#ccount of the
destruction or seizure of Blackacre, : . If; the ‘taxpayer ¢liooses to: tredt
only $5600,000 (fair market value on date of recovery) as!the athount
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of the recovery, there would be added to the tax for 1946 the amount
of the total increase in tax resulting from decreasing to $500,000 the
amount of the deduction allowable in 1941, If the $1,000,000 allow-
able as a deduction in 1941 did not result in any tax benefit, then
there would be nothing to be added to the tax for 1946, whether the
taxpayer chooses the amount of the recovery as $500,000 or as
$1,000,000. ,
Example (2): The taxpayer on December 11, 1941, owned an in-
dustrial plant in Germany. The adjusted basis of such property in
the hands of the taxpayer on such date was $5,000,000. The property
on such date was subject to a mortgage of $3,000,000. Under the
provisions of section 127 (b) (2) the taxpayer chose to treat the
mortgage as discharged or satisfied out of the property.  Assume
that In 1946 the ta.xFayer recovered this property and that on the
date of recovery it had a fair market value of $5,000,000, and is
still subject to the mortgage of $3,000,000. If the taxpayer elects
to have the provisions of section 127 (c) (3) apply, the amount of
the recovery respecting this property for the purposes of subparagraph
(B) is considered to be $2,000,000. Since this amount is equal to
the allowable deduction in 1941 under section 127 (b), all of such
amount is excluded from gross income in 1946; however, there is to
be added to the income tax for such year the total increase in the
tax under chapter 1 and chalxl)ter? for all taxable years which would
result from eliminating the allowable deduction of $2,000,000 in 1941.
Jor the purposes of paragraph (O) the amount of recovery is likewise
considered to be $2,000,000, so that there-is no amount to be treated
for 1946 as gain from the involuntary conversion of the: property.
However, this rule which reduces the amount of the recovery on
account of liabilities and obligations is not applicable in dpplying the
provisions of section 127 (d) (2). Under that section the amount of
the recovery in respect of the property is $5,000,000, and since there
was no amount considered as gain upon involuntary conversion of the
property in 1946, such amount is not reduced and the basis of the
property is $5,000,000. ~ -
nder the conferonce agreement, as under existing law and: the
Senate amendment, property considered as destroyed or seized under
section 127 (a) of the code is considered as not beinﬁ‘in existence from
the date of the loss to the date of its recovery. Thus, depreciation
on the recovered property is not allowable for the period between the
date of the loss and the date of the recovery, \ e
Section 127 (c) (6), relating to the election by the taxpayer to have
the provisions of section 127 (c) (3) apply to war loss recoveries, has
been revised under the conference agreement to provide that:if the
taxpayer olects to have the provisions of paragraph (3) applicable in
any taxable year in which he recovers any money or . property. in
respect of propoerty considered under seotion 127-'(52 as destroyed. or
seized, the provisions of paragraph (3) shall be applicable to all tax-
able years of tho taxpayer beginning after December 81, 1941, Such
election once made is irrevocable, 'The election by the taxpayer is:to
be made in such manner and at such time as the Secretary may by
regulations prescribe. However, no election may be made after De-
cember 31, 1962, by the taxpayer unless he recoives war loss recoveries
during a taxable year ending after the date of enactment of the Reve- .
nue Act of 1951, | ‘ ‘
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If under:an: election made by the taxpayer the provisions of sec~
tion 127 :(c)  (3) are applicable to any taxable. year, the period of
limitations provided in séction 275 and 276 of the code for the assess-:
ment and collection of (1) the amount to be'added to the tax for such
taxable year under section 127 (¢) (3), and (2) any deficiency for such
taxable ‘year or for any other taxable year to the extent attributable
to the basis of the recovered property Keing determined under section
127 (d) (2), shall not expire prior-to the expiration of 2 years following
the date of thé making of such election. Any amount and any
deficiency specified in:clauses (1) and (2) of the preceding sentence
may-be assessed at any time prior to the expiration of such 2-year
period, notwithstanding any law or rule of law which would otherwise
prevent such assessment and collection, oL o

Paragraph (5) further provides that if section 127 (c) (3) is applicable
to any taxable ;year pursuant to the taxpayer’s clection, and credit
or refund of any overpayment resulting from the application of
section 127 (c) (3) to such taxable year-is prevented on the date of
the making of such election, or within 1 year from such date, by any
law or rule of law (other sec. 3761 of the Internal Revenue Code,
relating to compromises), credit or refund of such overpayment may
nevertheless be made or allowed if claim therefor is filed within 1 year
from such date. -~ - : IR : .

Para%'aiph: (52‘ further })rovides. that in the caes of any taxable year
ending before the date of the making by the taxpayer .of an election,
no interest shall be paid upon any overpayment resulting from the
application of the provisions of section 127 (c¢) (3) to such year, and
no interestishdll ‘be assessed or collected with respect to any amount
or any defi¢iency specified in clauses (lﬁ and (2) above, for any period
prior to.the expiration of 6 months following the date of the making
of such election. by the taxpayer: : B AR T

Amendment No. 03: This améndment, adds a:new subsection (ff)’
to section-28 of the code: (relating to deductions from gross income),.

roviding that expenditures paid or incurred during the taxable year
or the purpose of ascertaining the existence, location, extent, or.
quality of any deposit-of ore or other mineral, and paid: or incurred
prior to: the beginning of the development- stage of the mine or de-
sit; may be deducted in computing net income for the taxable year,
excopt to the extent that such expenditures exceed $75,000.: The
subsection further 'provides that the taxpayer may elect to'treat as
deferred expense any portion of such deductible amount, in:-which,
event ‘such deferred portion shall be deductible on:a ratable basis as
the units of produced ores: or minerals discovered- or explored by.
reason of such expenditurvs are sold.! {No deduction imay be taken.
under this new subsection if in' any four preceding years :(not neces-
sarily ‘conséoutive: years) the taxpayer, or any individual: or corpora-
tion (who has transferred to the taxpayer any mineral.or ore property.
under circurnstances: which. make the provisions of: pars. (7),: {)8.); i(11),
(13?, I(18), §17); (20), or: (22) of section 113 (a) of ithe code applicable to
such transféer), has taken a deduction, or elected to treat exploration
expenditures as deferred expense, under the new subsection..: The House
recedes with a clerical amendment. . b ot Lo ey
- Amendment No.94: This amendment;would -have added. a. new:
subséotion (n):to section 115 of the code: to provide a special rule for.
the treatment of gain upon the complete liquidation of a corporation
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where the distribution in liquidation included stock in another corpo-
ration to which unimproved real estate had been transferred in antici-
pation of such liquidation. The Senato recedes. L
Amendment No. 95: This amendment adds paragraph (20) to
section 3797 of the code to provide in substance that a full-time life
insurance salesman who is an employce under the definition contained
in' the Federal Insurance Contributions Act shall be considered to be
an “employce” for the purpose of applying the provisions of chapter 1
(such as soctions 22 (b) (2) (B), 23 (p) and 165) which dotermine the
effect of contributions for the benefit of, and distribution to, “an
employeo” under a stock bonus, pension, profit-sharing, or annuity
plan. Thoe amendment is applicable to taxable years beginning after
1938. Thoe House recedes. - R
Amendment No, 96: This amendment would allow in full, for pur-
posos of computing the net operating loss (as defined by sec. 122 (a) of
tho code) of a taxpayor other than a corporation, deductions allowable
under section 23 (o) (2) (rolnting to losses incurred in a transaction
entored into for profit) and section 23 (e) (3) (relating to losses of
property not connected with a trade or business, if the losses arise
from fire, storm, shipwreck, or other casualty or from theft). Under
existing law, in computing the net oEeruting loss in the case of such a
taxpayor, section 122 (d) (5) limits the deductions otherwise allowable
under section 23 of the code which are not attributable to a trade or
business regularly carried on by the taxpayer to the extent of the
gross income not derived from such trade or business., The House
recedes with an amendment which removes from the present limita-
tion in section 122 (d) (5) deductions for losses sustained after Decem-
ber 31, 1950, in respect of property, if the losses arise from fire, storm,
shipwreck, or other casualty, or from theft. The amendment will
cnablo a taxpayer who is an individual to take such losses into account
in computing a net operating loss which may be carried back 1 year
or carried forward 6 years. The amendment is made applicable in
computing the net oporating loss deduction for taxable years ending
aftor December 31, 1948, :
Amondment No. 97: This amendment relates to the abatemont of
tax of cortain irrevocable trusts to the oxtent that the income is
ownod by any individual who dies on or after Decembeor 7, 1941, while
in active service as a member of the military or naval forces ‘of the
Unitod States or of any of the other United Nations and prior to
Jamiary 1, 1948, .
Thoe House recedes with amamendment which provides that, in the
caso of a trust which accumulated income for a beneficiary who died on-
or after December 7, 1941, and before January 1, 1948, while in active:
service as & member of the military or naval forces of the United States
or of any of tho other United Nations, there shall be allowed as a
deduction in computing the net income of tho trust for any taxable
yoar the income of the trust for such taxablo year, before diminution:
for income taxes with respect thereto, which was, or would have
been but for such diminution, accumulated for such beneficiary.
This deduction shall be allowed, however, only if (1) the income
accumulated was for a taxable yoar of the trust which ended with or
within a taxable ycar (ending on or aftor Decembor 7, 1941): of such
beneficiary during any part of which ho was & member of such military
or naval forces, or, in the case of the taxable year of the trust during
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which such’beneficiary 'died,  the income'.accumulated' was for the
period in such taxable Kear‘ prior to the death of such beneficiary, and
(2) the amount of such accumulated .income was, without:regard to
this amendment, taxable to the trust, and : 3)wtﬁ'e sincome. for: suich
taxable year accumulated for the benef{ciaryﬂf not distributed to him
prior to his death, was payable by the trust at:or after his death only
to his estate, spouse, or linéal ancestors or descendants,: 'l i
Amendment No. 98: This amendment: (efféctive for taxable years
onding after the date of enactment of this bill) would require a net
worth statement to be filed with the return’ of any individual who
during the taxable year received gross income in. excess of $10,000
from one or more unlawful trades or businesses. The Senate recedes.
Amendment No. 99: This amendment amends the life insurance
company -provisions of the code to provide that:the life insurance,
department of a mutual savings bank is to bo taxed :.as a lifo.insur-
ance company. This amendment is a corollary of amendment No. 45,
relating to the taxation of mutual savings banks. . The amendment
is applicable only with respect to taxable years beginning after
December 31, 1951 - o N TS T
The House recedes with an amendment which adds a new section 110
to the code to provide the method for computing the tax of a mutual
savings bank authorized under State law to donduct & life insurance
business and which conducts such a business in a scparate depart-
ment the accounts of which are maintained separately from the othér
departments of the bank. The tax is to.consist of thé sum of (1).a
partial tax computed under sections 13 and 15 of the code upon the
net income-of the bank determined: without _r'eFa.rd to''any items of
income or deductions ’Sroperly allocable to the life insurance depart-
ment; and. (2) a partial tax upon the net income of the life insurance
department determined without regard to anyitems of income or
deductions not properly allocable to such department at ithe rates
and in the manner provided in. supplement - with respect to life
insurance companies. .In determining the net income for purposes of
such partial taxes no account shall be taken of 'any transactions
between -the . insurance department and the -bank or: any othoer
department thereof. - = ‘ SR e
The amendment -is applicable only with respect to taxable :years
beginning. after December 31, 1961.. .- . REITEN ST IR RITONtS
Amendment No..100: This amendment adds at the end. of .section
422 (b) of the code (relating to defihition of unrelated trade or business
for the purpose of determining the. unrelated business net. income
subject to the supplement: U taxz‘a special rule with respect: to pub-
lishing businesses carried on by colleges and universities,. ,.'This amend-
ment' is- applicable with,tespéct - to taxable years beginningi after
December .31, 1960 and prior: to January:1,-1953,.: The purpose of
this-amendment is to afford an organization (exempt under sec; 101 (8}
and -subject - to - supplement . U). which owns: i publishing ' business
limited: opporfunity to::conform . or relate guch: publishing husiness
to ita -educational or other. exempt. purposes within the;time: specified
in the amendment, and thus be relieved of supplement. U tax ithereon
for taxable years preceding the. taxable:yedr in:which tha:activity
becomes related, The House recedes with.a: clarifﬂing ameridment.
- Amendmerit No, 101 ;- This dmendment, for taxable years beginning
prior -to. Janiuary '1,.1054," treats, a8: related, for. the .purposed of the
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tax imposed by supplement U, an unrelated trade or business carried
on by certain educational organizations. The House recedes with an
amendment which adds at the end of section 442 (a) (relating to the
definition of unrelated business net income for the purpose of the
supplement U tax) a special rule with respect to unrelated trades or
businesses carried on in partnership by certain educational organiza-
tions. The amendment is applicable with respect tc taxable years
bei'x;‘xﬁng after December 31, 1950, and prior to January .1, 1954.
endment No. 102: This amendment adds a new subsection ' (e)
to section 504 of the code relating to the computation of undistributed
subchapter A net income for purposes of the imposition of the surtax
on peorsonal holding companies. Subsection (e) will provide for the
deduction, for purposes of computing undistributed subchapter A net
.incomo, of an amount by which the undistributed subchapter A net
income dotermined without regard to subsection (e).exceeds the
amount which could be distributed on the last day of the taxable year
as a dividend (1) without the violation of any action, regulation, rule,
order, or proclamation made under the Trading With the Enemy Act
of October 16, 1917, as amended, or the First War Powers Act of 1941,
and (2) not subject to a lien in favor of the United States. The
amendment is applicableto taxable years beginning after 1939. The
House recedes with a clerical amendment. ’ 3
Amendment No. 103: 'This is a technical amendment to provide that
the fifth sentence of section 1700 (a) (1) of the code, added by Public
Law 124, Eighty-second Congress, shall be stricken from the ¢ode as
surplusage upon elimination of the second sentence ‘as provided in
the House bill. The House recedes. : s Lo
Amendment No. 104: This amendment retains the substantive pro-
visions of the House bill, but differs therefrom in the following respects:
(a) Whereas the Houre bil! would grant an exemption from the
admissions tax in the case of shows or performances the proceeds
of which inure exclusively to the benefit of ceriain organizations,
such as religious, charitable, and educational groups, no such ex-
emption would apply, under the Senate amendment, in the ¢ase
of any motion-picture exhibition. Under the Senate amendment,
to come within the oxemption privilege, a rveligious institution
must be a church or & convention or association of churches; an
educational institution, to be entitled to the exemption, must have
a regular curriculum and student body; and a charitable institu-
tion must be supported, in whole or part, by Federal or State
funds or by contributions from the genomi publie;, - - -+
(b) The Senate amendment eliminates the pre-1941 exemption
in the case of admissions all the proceeds of which inure exclu+
sively to the benefit of societies for the prevention of cruelty to
children or animals and the pre-1941 exemption in' the case of
societies or organizations conducted for the sole purpose of main-
taining a cooperative or community center motion-picture theater.
(¢) ereas the House bill would: exempt admissions to. sgrit
cultural fairs and to any exhibit, entertainment, or. other pay
feature conducted by the fair association as part of the fair, the
Senate amendment limit.' the exemption to the general admission
charge to the fair only. B o eyl
(@) The exemption’ gra:.‘ed under the House bill in’ the case
of benefits conducted for or «ir behalf of police or fire' departmenta,
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their members or heirs has been further. limited to provide that
the proceeds from such benefits must inure exclusively to the
benefit of the police or fire department or to a retirement, penslon
or disability fund for the meémbers or their heirs.

(e) The Senate amendment. also makes it plain that an exemp-
tion from the admissions tax is to apply to operas as well as sym-
phonies which receive their support from voluntary contributions.

The House recedes with an amendment which provides an exemption
from tax on admissions, the proceeds of which inure exclusively to the
benofit of an organization (organized prior to October 1, 1951) which
is exempt under section 101 (6) of the code and which i is operated for
tho purpose of conducting an annual chautauqua program of educa-
tional, cultural, and religious activities at a permanent location.

The bill restores tho provisions of section 1701 (c¢) of the code
without change, so that admissions to concerts conducted by a civic
or community moembership association (such as orchestras, choral
sociotics, otc.)"will be exempt from tax.

Aﬁnendment No. 106: This is a clerical amendment The House
recedes

Amendment No, 106: This amendment grants an exempuon from
the admissions tax covering admissions (1) to a home or garden which
is temporarily opened to tne general public as part-of a program carried
on by a society or organization for such purpose an (2) to historic
sites, houses, and shrines, and museums conducted in connection there-
thh maintained and operated by a society or organization devoted
to the preservation of such places. - 'The House recedes.

Amendment No. 107: Ths amendment provides that the increase
in the rate of tax with respect to cigarettes shall be reduced to the
present rate of tax, effective January.l, 1954. : The House recedes
with an amendment. fixing the rate- reduction date as April 1, 1954,

Amendments Nos. 108 and 109: ‘These. are clenca.l amondments
The House recedes. ;...

Amendment No. 110: This amendment makes Xrovxslon for a ﬂoor-
stocks refund on tax-paid cigarettes which are held for sale on January
1, 1954, the rate reduction date specified in the bill as passed by the
Senate, - The House:recedes with an amendment fixing April 1, 1954,
as the mventory date to correspond with the change made in the rate
reduction date and. an.amendment fixin July 1, 19564, as the date
before which claims for refund must be filed. ‘

Amendment No. 111: This amendment: prov1des for a reductlon in
the rate of tax on snuff and chewing and smoking tobacco from 18
conts per pound to 10 cents per pound The House recedes ‘with a
technical amendment; .. .

Amendment No, . 1: 12 Tlus amendment stnkea out the provxs;ons
of section 431 of; the. House bill imposing a reta;lers excise tax upon
mechanical lighters, for, cigarettes, cigars, and pipes. . Such articles
will be taxed I‘?t the, manufacturem level at the rate of 15 percent (soe
amendment No. 189),.. The House recedes. : ,

Amondments Nos 113 and 114 'I‘hese amendmonts are clencal
The House recedeg. ! . i

Amendments Nos. 116 and 116 These amendments provlde ‘that
the retailors’ excise tax shall. not apply 'with respeot to. the,sale of
miniature samples of cosmetics, toilot. ar,loles, ilotions, powder, etc.;
taxable under section 2402 (a) of the coue, made by a manufacturer



90 REVENUE ACT OF 1951

or distributor to a house-to-house salesian for demonstration purposes
only unless such samples are resold by the salesman. The House
recedes. N

A(r;mndmcnt No. 117: This amendment is clerical. The House
recedes. :

Amendment No. 118: This amendment strikes out all of the provi-
sions of the House bill relating to the imposition of a tax of 2 cents per
rallon upon any li}luid sold or used as a fuel in a Diescl-powered
highwuy vohicloe. 'The House recedes with an amendment which re- -
stores the House provisions but provides that effective April 1, 1954,
the rate of tax on such fuel will be reduced to 1% cents per gallon.

Amendments Nos. 119 and 120: These amendments are clerical.
The Sonate recedes. \

Amondments Nos. 121 and 122: These amendmonts provide that
the increase in tax imposed with respect to distilled spirits generally
and to imported perfumes containing distilled spirits shall be reduced
to the present rate of tax effective §unuary 1, 19564. The House re-
codos with an amendment fixing April 1, 1954, as the rate reduction

-dato in licu of January 1, 1954, ;

Amendmonts Nos, 123, 124, 125, and 126: These amendments are
clerical. The Senate recedes. o

Amendments Nos. 127, 128, and 129. These amendments provide
that the increase in tax with respect to wines of the various classifi-
cations specified shall be reduced to the present rate of tax effective
January 1, 19564. The Houso recedes with an amendment providing
that the rate reduction date shall be April 1, 1954,

Arimndmenb No. 130: This amendment is clerical. The Senato
roceacs, . :

Amendmoent No. 131: This amendment provides that the increase
in tax imposed with respect to certain sparkling wines, liqueurs, and
cordials s{m]l be reduced to the present rate of tax effective January
1, 1954, The House recedes with an amendment establishing the
rate reduction date as April 1, 1954.

Amendments Nos. 132, 133, 134, 135, and 136: These are clerical
amondments, The Senate recedes. C ‘

Amondment No. 137: This amendment provides that the increase
in the rate of tax imposed with respect to fermented malt liquors
shall be reduced to the present rate of tax effective January 1, 1954,
The House recedes with an amendment providing that the rate reduc-
tion date shall be April 1, 1954,

Amendments Nos, 138, 139, and 140: These amendments are clor-
ical. The Senate recedes. : : ‘

"~ Amendment No. 141: This amendment provides for floor stocks re-
funds with respect to tax-paid distilled spirits, wine, and beer held for
sale upon the termination of the tax rate increases proposed for these
products in the bill, * The House recedes with an amendment fixing
the inventory date to bo used in determining the amount of refunds as
April 1, 1954, in licu of January 1, 19564, and with a clerical amend-
mont. ' :
Amendment No, 142: This is a clerical amendment. The House
rocedes with a clerical amondment, S

Amendment No, 143: This is a clerical amendment, The House
recedes with a clerical amendment,.
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Amendments Nos, 144, 145, and 146: These amendments are cleri-
cal. The Senaté recedes.

Amendments Nos. 147, 148 and 149 These amendments prov1de~
that the increase in the occupatlonal tax for wholesale dealers in
liquor, retail dealers in liquor, and wholesale dealers in malt liquor,
respectlvel shall be reduced to-the present rate on and after January
1, 1954, nder the House bill, the increase in rates was permanent.
The Sene,te recedes.

Amendment No. 160: This amendment is clerlcel The Senate
recedes, - »

Amendment No. 151: The House blll prov1ded for an increase in
the rate of draw-back on distilled spirits used in certain nonbeverage
products. The Senate amendment makes technical revisions in this
provision so as to provide for reduction of the amount of draw-back
after December 31, 1963; to correspond with the réduction“in the -
rato of tax on distilled spmts on and after January 1, 1954, The
House recedes with clerical amendments and with an amendment
providing that the reference to draw-backs made after Decomber
31, 1953, shall be changed to March 31, 1954, to take into a.ccount. =
che change in the rato reduction date.

A(r]nen ment, No 152: This amendment is clerical; The. Senate
recedes

Amendment No 153: This amendment eliminates the- increase in
tax proposed under the House bill on bowhng elleys and blllla.l'd and
pool tables. The House recedes.

Amendment No, 154: This is a clerlca,l amendment ’I‘he House
recedes with a clerical amendmient.

Aglendment No. 155 ThlS is a elerleel amendment. The Sena,te
recedes.

Amendment No 156 Thls is a clemcal amendment The House
recedes with a clerical amendment. =

Amendments Nos. 167, 158,-169, 160, 161, and ]62 ’l‘heqe amend-
monts are clerical. The Senate recedes.

Amendment No. 163: ThlS ‘amendment is- technical and makes it
clear that any person .who is liable for tax under subchapter-A of
chapter 27A of the code, as added by the bill; or who is engaged in
receiving wagers for or on behalf of any person so liable, and who
commenced the activity which makes him subject totax, or:who was
engaged in receiving such wagers, prior. to the day on which such tax
becomes effective shall be required to. paﬁ the special tax imposed. by
subchapter B of ehapter 27A 'I‘he ouse recedes with elerical
amendments, - .

Amendments Nos. 164 end 165 These are clencal amendment,s.
The Senate recedes.: * .. T g i oL
Amendment :No. 166 Thxs emendment provxdes that hhe 1ncrea.8e
ir. tlie rate of the manufacturers’ excise tax with. reapee\‘? to, triicks,
busses, ete:, shall revert to the present-rate of tax effective January 1, -
1954.. The ‘House 'recodés with' an'! emendmenb provxdmg that "the
rate reduction date shall be April 1, 1054, e e
Amendment No. 167: ‘This amendrnent elumnates the present: tax
of 7 porcont upon the sale of house trailers,: meludmgnpart,é and
accessories therefor.  This amendment will become’effective: onthe
first day of the first month which be%ms more than 10 days aftér:the
dato of enactment of the bill, thus, the tax would apply with respect

s
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to the sale - of house trailers made prior to such effective date and
notwithstanding that such purchases may be paid for on an install-
ment plan after such date. A house trailer would be considered as
sold prior to such_eoffective date if the right of possession theroto
passed to the purchaser prior to such effective date. ' . o

The amendment also provides that the increase in the rate of the
manufacturers’ oxcise tax with respect to automobile chassis and bodies,
motorcycles, trailers, and semitrailers (other than house trailers) suit-
able for use in connection with automobiles, shall revert to the present
rate of tax with respect to sales made on and after January 1, 19564,
The House recedes with an amendment providing that the rate reduc-
tion date shall be April 1, 1954.

Amendment No. 168: This amendment provides that the increase
in the rate of the manufacturers’ excise tax with respect to parts and
accessories for automobiles shall revert to the present rate of tax
with respect to sales made on and after January 1, 1954, Tho House
recodes with an amendment providing that the rate reduction date
shall be April 1, 1954. - T

Al;lendment No. 169: This is a technical amendment. The House
recedes. : » :

A:lnondment No. 170: This is a clerical amendment. The Senate
recedes, :

Ar;wndment No. 171: This is a technical amendment. The House
recedes. = - ¥ :

Amendment No. 172: This is a clerical amendment. The House
recodes with a clerical amendment., L -

Aniendment No. 173: This amendment provides that a manu-
facturer of refrigerator components may sell such components tax
free to a wholesaler or dealer if such components are purchased for
resale to a manufacturer of refrigerator equipment and provided the
regulations proscribed by the Secretary of tgxc Treasury relating to
such sales are complied with, The House recedes with clerical
amendments. : : -

Amendment No. 174: This amendment («¢) revises the taxabls list
of sporting goods in the House bill to exclude baseballs and baseball
equipment, (b) reinstates certain items taxable under present law but
excluded under the House bill; (¢) retains the present 10 porcent rate
of tax with respect to fishing equipment, and (d) increases the rate.of
tax, like the IHouse bill, with respect to the remaining sporting equip-
ment to 16 percent, The House recedes, with an amendment pro-
viding that snow toboggans and sleds 60 inches or less in length, and
skates, shall not be subject to tax and that the increase in the rate of
tax shall revert to the present rate of tax effective April 1, 1964,

Under the provisions of the act of August 9, 1950 (the Dingell-
Johnson Act), an amount equal to the revenue accruing from:the tax
on fishing rods and equipment is authorized. to be appropriated for
assistance to the States for fish restoration and management projects.
The amendments made by this bill will not ‘affect such authorization
nor the permanency of such act. ~ ‘

Amendment No. 175: This is a clerical amendment. The House
recedes with a clerical amendment. ST S

Aancndmenb No. 176: This is a clerical amendment. The House
recedes,

t
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Aanondment No. 177: Thls is a clerical amendment. The Sonate
recedes. ;

Amendment No 178 ’I‘hls amendmont. strikes out: electrlo dlreot
motor-driven fans and air circulators of the industrial type and electrio
air heaters of the blower: type from the list of items subject’to :the
manufacturers’ excise tax -under section 3406 (a) (3). of the code,
Senate amendment No. 182 exempts from the tax all appliances listed
in such sections which are of the industrial type. N

The House recedes with an amendment which provides that the tax
imposed by section 3406 (a) (3) of the code shall not apply to electric
direct motor-driven fans and air circulators of the industrial type, and
shall apply in the case of all other appliances listed in section 3406
(a) (3), including those added to such list by the bill, only to such
appliances of the household: typ

Amendment No, 179: Tlns 1s ‘a clorical amendment The House
recedos with a ‘technical amendment to conform to the action of the
conferees with respect to amendment No. 178.

Amendment No. 180: This amendment adds electric- exhaust.
blowers to; the list of 1tems sub]eob to tho manufacturers exciso tax.
The House recedes. -

Amendment No. 181: Tlns a,mondmont stmkos out the prowsxon
of tho House bill: which- would have: added. electric shavers ‘to:the
list of :appliances ‘subject ‘to.the manufacturcrs’ oxcise: tax. under
section 3406 (a) (3) o% tlio' code, and:adds olm,tmc garbage-dxsposal
units to such list,  Tho House recedes.

Amendment’ No, 182: This: amondmont prov1des that the tax
imposed by sectlon '3406 (a) (3) will not apply to appliancos. of the
industrial t The substance of this amendment is covered by the
action of - t,ﬁ'e oonforees Wlth respoot to amendment No 178. The
Senate recedes.

Amendmernt No, 183: Thm amendment makes the provisxons of secu
tion 3441 (b) (relating to sale price of a taxable articlé) applicable to
a situation where & manufacturer has a plan of negotiating the sale of
an article to the ultimate user for and on behalf of the retaller of such
article. - The Senate recedes; e

Amendmont No, 184: The Housc removed cortam 1tems from the‘
list of articles subject to the manufacturer’s ‘excise tax -on:photo-
graphic apparatus, imposed by section 3406 (a) (4) of the code, and.
subjected the 1tems upon whlch the tax 1s retamed to a- uniform 20,
percent-rate, - SRR

The Sonate amendment (a) retmns the present hst of photographxc
itoms subject to tax and subjects such items to a-uniform taxrate of
15 percent: with' respédt theroto.'and (b) prowdes that the tax on a
salo of une‘(poqod 35-millimeter color positive-print" ‘motion-pictiire;
film shall be computed, in liew of on the price for which so:sold; on
the price for which ‘an equivalent quantity of unexposed- 35-mxlh&‘
motor biack-and-white’ positive-print motion.: lliwtum film is. soldi
The House recedes with:an: amendment. thc restores the Houso
provision with'a ‘clerical amendment; . v

Amendment No. 185: This!is a' clomca.l a.mendment The House’
recedes with a clerical amendment. e

Aniendments Nos:':186° and 187: These are clerical mnendmonts;
Tho House rocodos,
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Amendmonts Nos, 188 and 189: Thoe House bill imposed a manu-
facturers’ excise tax, at a rate of 20 percent, on mechanical pencils,
fountain pens, and ball point pens. Senato amondment No, 189 adds
to this list mechanical &ighters for cigarettes, cigars, and pipes (the
House had imposed a tax on these items at the retail level ; see amend-.
ment No. 112), and Senate amendmont No. 188 provides a rate of
tax of 10 porcent on all these items. The House recedes on amendmont
No. 189, and recedes with an amondment on amendmont No. 188
fixing the rato of tax on these items at 15 porcont.

Amendmont No. 190: This is a technical amondmoent. Tho
Houso recodes.

Amendmont No, 191: This is a clerical amondment. Thoe House
rocedos with a clerical armondmont,

Amendment, No. 192: This is a clerical amondment., The Houso
recedoes,

Amendment No. 193: This is a cierical amendmont. The House
recedes with a clerical amendmont,

Amendmont No. 194: This amendment provides that the increase
in the rate of tax on gasoline shall be reduced to the present rato of tax
offective January 1, 1954, The House vocedes with an amendment
fixing tho rate roduction date as April 1, 1954, .

Amendments Nos. 105, 196, and 197: ‘T'heso are clerical amendments,
The tiouse recedes on amondments Nos. 195 and 196 and recedss with
a clevical amendment on amendment No. 197.

Amendment No. 198: This is a technical amendment. The House
recedes with a further tochnical amendment providing that the credit
and refund provisions of section 3443 of the code ehall be applicable to
tho floor stocks tax imposed on gasoline. ~ -

Amendment No. 199: This amendment provides for a floor stocks
refund on cortain gasoline hoeld for sale on January 1, 1954, tho date
provided by Senate amendmeont No. 194 for termination of the increase
in tax on gasoline. 'The House recedes with an amendment fixing
April 1, 1954, as the inventory dato to correspond with the change
made in the rate reduction date. .

Amendmeont No, 200: This is a clerical amondment.,  The House
recedes with a clerien] amondinont.

Amondments Nog. 201, 202, and 203: 'These ave clerical amondmonts.
"The Sonate recedes, ‘

Amondment No. 204: 'The House bill reduced the rate of tax on
domestic telegraph, cable, or radio dispatches from 25 percont to 20
percont. T'he Sonate amendment fucther reducoes tho rate of tax to
156 porcont. 'I'he Ilouse recodes, ;

Amendmonts No. 205, 208, 207, 208, and 209: These are clorical
araondments.  The House rocedes, » :

Amondment No. 210: This amendmeoent provides that no tax shall
ho imposed under scetion 3465 (a) (1) (A) of tho codoe on any pay-
mont received for any telepione or radio tolephone messago Wlhich
orviginates within a combat zone, as defined in seotion 22 (b) (13),
from o membor of tho Armed Forcos of the Unitod States porforming
gorvico in such combat zonoe, The Housne recedes with a olerica
smondmont. ‘

Amondment No, 211: This is a cleriéal amoendment. The House
recodes with a clerical amondment.
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Amendment No. 212; This amendment strikes qut:tho provisions of
the House bill which would impose.a tax on the transportation of crude
petroleum and liquid: products thersof by water from one point. in the
United States to another when such transportation is performed by the
own:ir of the crude petroleum and liquid products thereof,, The House
recodes. . . o o S T

Ameondment No, 213: This amendment provides that no tax shall
bo imposed with respect to the transportation of persons by water on
a vessel which makes one or more intermediato, stops at ports within
tho United States, Canada, or Mexico on a. voyage which beging or
onds in the United States and ends or begins outside the northern por-
tion of the Westorn Hemisphore if the vessel in stopping at such inter-
mediate ports is not authorized both to discharge and to take on
pasgsongers.  The House recedes with a clerical amendment, . L

Amendment No. 214: This amendmont provides that section 3476
of the code, relating to the tax on the transportation of propoity,
shall not apply to the transportation of earth, rock, or other matoria
oxcavated within the boundaries of, and in the course of, & construc-
tion project and transported to any place within, or adjacent to, the
boundaries of such project, . The House recodes with an amendment
providing that tho.detormination as to the applicability .of the tax
imposed by scction 3475 in the case of the transportation of an
excavatod material, other than transportation to which the amend-
ment made by this subsection applies, shall be. made #s if this sub-
gection had not been enacted and without inferences drawn from the
fact that the amendment made by this subscction is not expressly
applicable to the transportation of such other material. o

Amendment No. 215: This is a clerical amendment, The House
recedes with a clerical amendment. - S

Amondment No, 216: This amendment provides for a refund of tax
on cigarottes, distillod spirits, wine, and beer. cqual to the difference
between tho tax paid on such items and the amount of tax. made
applicable on and aftor Jenuary 1, 1954, brought from a foreign
trado zone. into: customs territory of tha United States on and after
January 1, 1954, the rate reduction dato specified with.respeet. to
the taxable articles in question.  The House recedes with a clerical
amendment and with, an_ amondment fixing the doterminative date

'

i .

as April 1, 1954, in liou of January 1, 1954, oy

Amendment No, 217: This pinendment provides that, the Scoretary
of tho TI'rensury.is puthorized and directed to mako rofund, or allow
credit, in tho caso of a distiller.or rogtifior, if ho 8o cloots, in the amoupt
of the iuternal revenpe tax and customs duties paid on spirits pre-
viously withdrawn, and lost, or rendered unmarketablo by reason of
tho 19561 floods, provided cortain conditions aro mot. -, The, House
rocedos with a .(_}ioricfilfmnon(hnont, R T T TS TR

Agmndment_N«_).‘2‘18:§'.[.‘his, amendmendt. is clerical, The House
rocedoes, ;. o o e R T P IR CYPR SN P BRI

Amendment No. 219: This amendmént, for which, there s no corre-
sponding provision in the bill as passed by, the-House, provides in g
new subsection. (e), (1). of section 430 for the compuytation. of an alter-
native amount of excess profits tax for each of the first fiv.: taxable
years of corporations, which commenced business aften July 1, 1945,
The amount computed  thereunder would  be: the, maximum - excess
profits tax if less than the amount computed under section 430 () (338

« !
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Under the Senate amendment, the maximum tax would not exceed
the following percentages of the first $400,000 of the excess profits
net income: 5 porcent ilf-" the taxable year is the first or second taxable
year (determined from the commencement of business), 8 percent
for the third taxable year, 11 percent for the fourth taxable year,
and 14 percent for the fifth taxable year. Under the Sonate amend-
ment, i}, for any such year the excess profits net income exceeds
$400,000, tho excess over $400,000 is subject to the samo maximum
tax as in tho case of other corporations, ‘

Tho amendment also provides rules in subsection (¢) (2) for deter-
mining, for the purpose of the subsection, when a taxpayor shall be
considered to have commenced business and to have had taxable
years determined by reference to the date of commencement of busi-
ness of cortain other corporations, It contemplates that the Scere-
tary will, by regulations, provide for the determination of construc-
tive taxable years by reforence to the annual accounting period first
established by the taxpayer.

The Senate amendment also provides, in effect, that the benefits
of the special limitation provisions under section 430 (e) (1) shall be
denied to any taxpayer which derives more than 50 percent of its
income for the taxable year from contracts or subcontracts to which
title I of the Ronegotiation Act of 19561 or to which any prior renegotia-
tion act is applicable. :

The House recedes with an amendment. Paragraph (1) of subsec-
tion (e) is amended to make it clear that the provision is applicable
only to taxpayers whose fifth taxable year ends after June 30, 1950,
Clauses (i1) and (iti) of subparagraph (E) of subsection (e) (1) are
amended to conform the percentage figures specified therein to those
provided by the couference agreoment on Senato Amendment No. 6.
A change is made m each of subparagraphs (A) to (D), inclusive, of
subsection (¢) (1), which makes the percentages therein specified
applicable to only the first $300,000 of oxcess profits net incomo
instead of to the first $400,000 of such incomo as provided in the
Senate amondment, and a conforming amendment is made to sub-
section (o) (1) (). Amendments are made to paragraph (2) of
subsection (e) to make clear that in determining & constructive
dato of commencemont of business and coustructive taxable years
from such date thercunder, a new determination shall be made each
taxable year in the light of the facts for such year. An additional
amendment is mado to clause (i) of subparagraph (I1) to mako cloar
that such clause applies without regard to the provisions of section
445 () (1). An additional amendment is made to clause (ii) of
such subparagraph to make clear that, for the purpose of such clause,
n person shall not be considered a member of a'group of persons who
control the taxpayoer and another corporation unless during the period
specified in such clause he owns stock in the corporation at a time
when the members of tho group control such corporation and he owns
stock in the taxpayer at a timo when the memboers of the grotup con-
trol the taxpayer. A change is made in siubparagraph (I3) of para-
graph (2) of subscetion (o) to the offect that transactions deseribod in
clauses (i) and (iii) shall be disregarded in determining thoe date as
of which the taxpayer shall bo considered to have commenced busi-
ness if ‘tho adjusted basis ¢f the ag%c\guto ‘agsots ‘acquired by the
taxpayer in such transactions bafore Décembor 1, 1950 (or acquired
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in the ordinary course of business in replacement of such assets),
constituted less than 20 percent of the adjusted basis of the taxpayer's
total assets as of December 1, 1950. A change is also made in para-
graph (3) of ‘subsection (e) to provide that the gross income of the
taxpayer for tho taxable yoar from contracts and subcontracts sub-
ject to renegotiation shall, for the purpose of aﬁplying the limitation
provided by such paragraph, be determined without regard to capital
gains and dividends received, Such gross income is the gross income
after ronegotiation, AR «

Amendment No. 220: This amondment, for which there is no cor-
respondling provision in the House bill, provides for oxclusion in the
computation of excess profils net income, for both excess profits tax

taxable yoars and base period years, of payments made to a domestic

corporation hy its related foroign corporation as romuneration for
certain technical services rendoreé’ . 'The House recedes with clarifyin
amoendments and an amendment which amends the definition of relate
foroign corporation to provide that, in order to be a related corporation,
10 percent or more of the stock of the foreign corporation must be
owned by tho domestic corporation at the time the specified services
are rondoered. ,

Amendment No, 221: This amendment adds section 503 to the hill,
for which there is no corresponding section in the House bill.. This
sccetion pormits a taxpayer with a fiscal year beginning before January
1, 1950, and ending after March 31, 1950, in computing its average base
period net income under the genoval avorage method provided by sec-
tion 435 (d) of the code, to use the period of 48 consecutive months
ending March 31, 1950, instead of its base period, if such computation
produces a lessor excess profits tax for the taxable year. ,

The House recedes with an amendment which provides that the
oxcess profits net income for the first 3 months of 1950 shall be subject
to the percentage limitations provided in section 435 (o) (2) (E) if
such months fal% in a taxable year ending after June 30, 1950.

Amopdment No. 222: This amendment oxtends to a new corpora-
tion which commenced business before the end of its base period the
right to qualify under scction 435 (¢) of the code for the alternative
average baso poriod net income based. on growth for tho purpose of
dotormining its excoss profits credit based on income. The House
recedes witfh technical amendmeonts, :

Amendmoent No. 223: This amendiment extonds the benefits of sec-
tion 485 (e) (Z) (G) (special alternative avorage base period not income
for a corporation whose oxcess profits not income for 1949 is not moro
than 25 porcent of its oxcess profits not incomo for 1948) to a taxpayor
qualifying for growth treatmont under section 4356 (o) (1) (B) oven
though it also qualifies as & growth corporation under section 435. (e)
(1) (Ll). The House recedes. , . - , o
Amoendment - No. 224: This. amendment, for:which there iz no
corrosponding section in the House bill, provides limitations in the
cago of a bank, asg defihed in section 104 of the code, on the amount
of the inadmissible asset adjustment to the net capital addition or. re-
duction for the taxable year, to the net new capital addition for the tax-
ablo year, and to the base period capital addition,  'This amendment
also amends scction 436 (f) (relating to capital additions in the base
period) to make cloar that the yearly base period capital of any tax-

807215 1T
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payor (whether or not & bank) shall not be reduced below zero by the
inadmissible assot adjustment.

The House recedes with clarifying amendments and with an amend-
ment dealing with the effective date of the provision applicable to the
base period capital addition of banks, making such provision retro-
active only at the election of the taxpayer.

Amendmont No, 225: This amendment, for which there is no corre-
sponding provision in the House bill, adds two new paragraphs (9)
and (10) to section 436 (g) (relating to net capital addition or reduc-
tion) in order to provide, if certain conditions are met, that a decrease
in inadmissible assets, to the extent in oxcess of the net capital reduc-
tion (if any) for the taxable year, shall bo an addition to the excess
profits credit computed under the income method. The principal
condition to be mot is that whoro there is a decrease in inadmissible
assets there must also be a corresponding increase in operating assets
before any increase in the credit is allowed,

The House recedes with clarifying amendments and with an amend-
ment providing a special rule for the trecatment of a decrease in
inadmissible assets in the case of a bank. ,

Amendment No. 226: This amendment, for which there is no
corresponding provision in the bill as passed by the House, permits a
dealer in wholly tax-exempt Government securities to elect to increase
its excess profits net income by the interest (with certain adjustments)
on such obligations, and to treat such obligations as admissible assets.
The House recedes with a technical amendment and an amendment
which extends the application of the section to Government obliga-
tions any part of the interest from which is allowable as a credit
against net income. )

Amendment No. 227: This amendment adds section 509 to the bill,
for which there i8 no corresponding provision in the bill as passed by
the House. Section 509 ag(ls a new subsection (h) to section 442
(relating to abnormalities during the base period) which in general

ermits a taxpayer in certain cases, after selecting the 36. months in the
vase poriod which result in the highest excess profits net income or low-
est deficit in excess profits not income, to eliminate from such 36
months the 12 months having the lowest excess profits net income, or
highest deficit, and to use a substitute excess profits net income com-
yuted under scetion 442 (e) for such 12 months, As passed by the
gennto, the provision was applicable only to a taxpayer which com-
mencod business before the beginning of its base period and only if
tho agpregatoe of the oxcess profits net income for ench of the 12 months
for which a substitute excess profits net incomo is to be computed is
less than 35 percent of onc-half of tho aggregate of tho excess profits
net income for each of the 24 months remaining after selecting the
12 months to be so adjusted. ' :

The House recedes with technical amendments, and also adds other
amondments which further limit the application of this new subsection.
The first of theso additional limitations requires that in order to be
entitled to the benefits of subsection (h), the taxpayer’s normal pro-
duction, output, or operation must be interrupted or.diminished be-
cause of the occurrenco (in the 12 months prior to theyperiod for which
a substitute excess profits net income is computed) of events unusual
or peculiar in the experience of the taxpayer. Under this limitation
there is no requirement that a causal connection be shown between
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the event and a decline in excess profits net income in the period for
which a substitute excess profits net income is to be used. '

The second limitation added by the conference agreement appears
as a new sentence added to paragraph (1) and prevents a taxpayer
from using new subsection (h) in cases where the aggregato excess
profits net income for the 24 months, which remain after selecting the
12 months for which a substitute excess profits net income is to be
computed, is an amount less than zero. . «

Amendment No. 228: This amendment provides that in determining
total assets Uinder section 442 (f), to which factor the industry rates
of return are applied in computing average base period net income
under various excess profits tax relief formulas, the sum of the cash
and other property included shall be reduced by the amount of the
indebtedness (other than that included in the definition of borrowed
capital) to a member of a controlled group which includes the tax-
payer. The House recedes with an amendment changing the effective
date from taxable years ending after the date of enactment of the bill
to taxable years ending after June 30, 1950.

Amendment No. 229: This amendment changes section 443, which
section provides for the case of a change in products or services
occurring during the last 36 months of the base period, so as to include
cortain base period commitments. The House recedes. '

Amendment No. 230; This amendment provides that in determining
total assets under section 445 (c), which t}actor is used by a new cor-
poration in computing its average base period net income for any of
1ts first three fvears (if that year is an excess profits tax taxable year)
the net capital addition or reduction shall be computed without regar(i
to the 76 percent limitation as to borrowed capital and loans to
members of a controlled group. The House recedes. SRR

Amondment No. 231: ﬁi‘his amendment provides that a corporation
engaged as o common carrier in the furnishing or sale of transportation
of oil or other petroleum products (including shale 0il) by pipeline
shall be eligible to qusalify under section 448 for the alternative excess
rofits credit provided for regulated public utilities if such corporation
18 subject to the jurisdiction of a puglic service or publie utility com-
mission or other similar body of the District of Columbia or of any
State. The House recedes with an amendinent requiring that the rates
for such furnishing or salo be subject to the jurisdiction of the public
service or public utilities commission,

Amendment No., 232: This amondment provides that for the
purpose of filing a consolidated return with its railroad lesseec cor-
poration (using the alternative eredit provided by section 448 for
regulated public utilities), a railroad lessor corporation meeting
cortain requirements shall be considered a corporation subject to
scction 448, 'Thoe House recodes.

Amondment No. 233: This amoendmont adds section 6§15 to the
bill, for which thore is no-corresponding section in the bill as passed
by the House, Section 515 allows to producers of potash, sulfur, and
motallurgical grade and chomical grade limestone the alternative
mothod for computing nontaxable income from exemnpt excess output
provided in seotion 4563 (b) (2) of the code where the properties were
in operation during the normal period. Where these mineral prop-
erties were not in operation during the normal period, the net; income
from such properties is accorded the benefits of section 453 (b) (4)
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now available in the case of metal and coal mines, timber blocks, and
natural-gas properties, The House recedes. ~

Amendment No. 234: This amendment, for which. there is no corre-
sponding provision in the House bill, adds section 459 (a) to the code
to provide a special credit for certain corporations under specified
circumstances relating to a transition from wartime to peacetime
production and to an increase in peacetime capacity. The House
recedes with clarifying amendments,

Amendment No. 235: This amendment adds section 517 to the
bill. 'There is no corresponding section in the House bill. Section
517 amends section 469, as added to the code by section 516 of the
Senate amendment No, 234, by adding a new subsection (b). This
new subsection grants to a taxpayer which suffered a catastrophe dur-
ing the last 36 months of its base period, if cortain conditions are mot,
two alternative methods of computing its average base period net in-
come, The taxpayer may use whichever results in thoe lesser excess-
profits tax for tho taxable year. The first alternative allows such a tax-
payer to substitute for the excess profits net income for each month of
the taxable year in which the catastrophe occurred, the average of the
excess profits net income for the months in the base period preceding
the taxable year in which the catastrophe occurred. If the taxpayer
computes its average base period netincome under the first alternative,
it will not be denied the benefits of its base period capital addition.
The sccond alternative allows the taxpayer to compute its average
base period net income under the growth alternative of section 435 (e)
(2) (G) (1) and (i) of the code.

The House recedes with technical amendments which separate new
subsection (b) into two paragraphs. The first paragraph sets forth
eligibility requirements, and the second paragraph sets forth the
computation of average base period net income under this subsection.,

Amendment No. 236: This amendment, for which there is no cor-
responding provision in- thoe House bill, adds & new subsection (¢) to
gection 459 of the code, and is applicable in the case of a taxpayer en-
gaged primarily in the newspaper-publishing business which, after
the first half of its base period and before July 1, 1950, consolidated
its mechanical, circulation, advertising, and accounting operations
with such opoerations of another newspaper-publishing corporation in
the same aren, Inorder to be eligiblo for the benefits of this subsection
the taxpayer must meet certain specified requiroments,

In the cage of a taxpayer eligible for the bonefits of this subsection
the average base period net income under the Senate amendment shall
bo an amount computed under section 435 (d) plus an amount equal
to the excess of the avorage of the amounts paid or incurred as ox-
penses in the conducet of tho mechanical, circulation, ete., opoerations
during the two taxable years of the taxpayer next preceding tho
taxable year in which such consolidation {;c ran over such amounts
paid or incurred during the first taxable year of the taxpayer beginnin
after such consolidation. 'T'he oxpenses roferred to are those which
are taken into account in computing net income. This scction is
inapplicable to any taxable year of the texpayer unless the consolida-
tion was continued throughout such taxable year, o :

The . House recedes with amendments, one of which provides that -
tho eligibility roquirements in paragraphs (3) and (4) section 459 (¢)
shall bo in the alternative, Another amendment provides that in
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determining the excess amount of expenses proper adjustment shall be
made for increases in the unit cost of labor and newsprint (due to wage
and price increases) following such consolidation. It is contemplated
that such adjustment shall be made in accordance with regulations
prescribed by the Secretary, The House also adds an amendment to
provide for appropriate adjustments for any case in which a taxable
year referred to in this new subsection is a period of less than 12
months, ’

Amendment No. 237: This amendment, for which there is no corre-
sponding provision in the House bill, provides a special credit for
corporations beginning tho television broadcasting business before
January 1, 1951, It provides for a computation of an individual
rate of return in the case of corporations engaged in the radio and
telovision broadeasting business and for an application of such rate
of roturn (or of the industry rate of return for the industry which in-
cludes radio broadcasting) to the agsets of the taxpayer empﬂ)yod in the
radio and tolevision broadcasting business, or in tho case of an acquisi-
tion of the teolevision broadcasting business after the base period, to
its assets employed only in the telovision busingss. In the case of a
corporation engaged solely in radio and television broadcasting, this
rate of return is applied to its total assets, In the case of a corporation
engaged in another business or businesses, the credit includes an aver-
age base period net income computed with respect to such other busi-
ness or businesses. The House recedes with an amendment providing
in all cases that the industry rate of return or the individual rate of
return, as the case may be, sﬁull be applicable only to the aszets of the
corporation used in the television broadcasting business. 'I'he amend-
ment also provides that the average base period net income computed
in connection with the taxpayer’s nontelevision business shall be onl
“the average base period net income computed under section 435 (d)
(relating to the general average of earnings during the base period);
that the base period capital addition shall be allowable with regard to
the taxpayer’s nontelevision business; and that, in the case of corpo-
rations which first engaged in the television broadcasting business after
the close of the base period and before January 1, 1961, the television
assets against which the industry rate of return or the individual
rate of return are to bo applied shall be those held on the last day
of the ealendar month in which tho corporation first engaged in the
television broadeasting business,

The House amendment changoes tho provision in the Senato amend-
ment for the olimination of duplication in the computation of a credit
under this section by providing spocifically the mothod to be used ini
eliminating such duplication, It is provided that if any portion of
the tolovision assets used in computing the telovision portion. of the
credit was acquired, directly or indirectly, by tho use of assets at-
tributablo at any time during the base period to a business of the
taxpayer other than television broadeasting, the excess profits net
income with respect to such other business ai:mll bo properly adjusted
by eliminating the portion thoreof attributable to the assets used in
tho acquisition of the television properties for months prior to such
acquisition, The excess. profits net income attributable to such
assets is determined by reference to the ratio of such assets to the
total assets of the taxpayer other than properties used in television
broadcasting. ' '
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Amendment No, 238: This amendment adds a base period commit-
ment rule under section 444, which section provides for the computa-
tion of the average base period net income by applying a base period
industry rate of return to the total assets of the taxpayer in case of an
increase in capacity for production or operation occurring during the
last 36 months of the base period. The House recedes with an amend-
ment revising the Senate provision, As amended, the commitment
rule provides that if, during the first taxable year ending after June
30, 1950, the taxpayer completed construction of a factory building
or other manufacturing establishment (for example, an oil refinery),
including the installation of the machinery or equipment for use in
such factory building or such other establishment, such factory
building or such other establishment and such machinery or equip-
ment shall, for the purpose of determining whether there is an increase
in capacity under the provisions of section 444 (b), but not for the
purpose of computing the average base period net income under
section 444 (¢), be considered to have been added to its total facilities
on the last day of its base period. The provision is applicable only
if (A) the taxpayer, prior to the end of its baso period, had completed
construction work representing more than 40 percent of the total
cost of construction of such factory building or such other establish-
ment, and () the completion of such factory building or such other
establishment was in pursuance of a plan to which the taxpayer was
committed prior to the end of its base period. _

Amendment No. 239: This amendment, for which there is no cor-
responding provision in the House bill, provides for the addition of a
new part %’.V to subchapter D of the Internal Revenug Code dealin
with the excess profits credit based on income in connection wit
certain taxable acquisitions befores December 1, 1950. Under this
amendment a “purchasing corporation” as defined in the part, would,
in certain cases, ¢btain the use of the income experience of a “sclling
corporation’ for the purpose of computing its excess profits credit.
The House recedes with an amendment making changes for purposes
of clarification and in order further to define the scope of application
of the part. _

The Senate amendment includes in the definition of a purchasing
corporation any corporation which acquired substantially all of the
assets of another corporation or of a partnership in a transaction
other than a part II transaction. The amondment made by the
Housoe includes in this definition a corporation which has acquired
substantially all of the properties of a business owned by a sole
proprietorship. 'T'he definition in tho Senate amendment also includos
a corporation which acquired only part of the assets of anothor corpo-
ration in a transaction other than a part IT transaction provided the
roperties acquired were substantially all the properties of a soparate
usiness of the othor corporation and that such acquisition was in
furtherance of a plan of complete liquidation by such other corpora-
tion. The purchase, under the snmo circumnstances, of a soparate
business which constituted part of the sssets of a partnership is
added to the definition by the Housy amendment. The House
amendmoent also deletes a provision which: included in the definition
of “purchasing corporation’” & corporation which receives assets as
paid-in surplus or as a contribution te capital from another corpo-
ration which had acquired those assets as a purchasing corporation,
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This provision under the conferénce agreement will in general cover
those cases in which assets constituting the whole of a separate busi-
ness of “a selling corporation’” were acquired from a corporation, sole
proprictorship, or partnership. It does not cover an acquisition in a
tax-frce transaction, for example, a case in which a corporation is
liquidated to its stockholders and they in turn place all or part of the
assets in & new corporation in & tax-free transaction, -

The House amendment makes clear that the part provides for the
use by the purchasing corporation of an average base period net income
cmnlputed only under section 436 (d) (the gencral average of earnings
method), that, under the part, the deficits as well as tho excess profits
net income of the selling corporation for any month shall be reflected
in the computation, and that the excess profits net income to which
reference is made is that of the corporation in the case of an acquisition
of substantially all of the assets of a selling corporation and.is the
portion thereof properly allocable to the business or businesses ac-
quired in the case of an acquisition of only part of the assets, repre-
genting one or more separate businesses of a selling corporation.

The Senate amendment provides that; for part IV to apply, the
gelling corporation must, immediately after the transaction, discon--
tinue all business activities and be completely liquidated in a trans-
action other than a part Il transaction. The House amendment
changes this requirement to provide that the selling corporation must
not have engaged in any business activities after the part IV trans.
action other than those incident to its complete liquidation and
must, within a reasonable time after such cessation of business activi-
ties, have been completely liquidated (whether before or after the
part IV transaction) in a transaction other than a part II transaction,
Such liguidation must terminate the selling corporation’s existence.

The Senate amendinent further provides that the properties ac-
quired in the part IV transaction must be substantiaﬁly all of the
properties which were used by the selling corporation (or by a com-
Eonent, corporation of such selling corporation) in the oporation of the

usiness whose assets were acquired by the purchasing corporation.
The House amendment provides that such properties must be those
used by the selling corporation in the production of the excess profits
net income or deficit therein which is used in the computation of the
credit provided by this part. :

The Senato amendment further provides that the business acquired
in the part IV transaction must have been operated by the purchas-
ing corporation from tho date of such transaction to the end of the
taxable yoar. .The House amendmeoent provides that such business
must boe operated by the purchasing corporation until tho end of the
taxable year unless trn,ns}orred by it, during the taxable year, in a
part I1 transaction to which the provisions of the now section 462
(b) (4) of the codo are applicable. ; « . ,

‘The Housge amendment adds three special rules. The first provides
that, for the purpose of the definition of a purchasing corporation
properties shall be deemed acquired from the selling corporation if
they are purchased directly from the selling corporation or if they are
purchased from its stockholders, provided such stockholders did not
transfer them to the purchasing corporation in a part IT transaction,
This provision is applicable only in a case in which the selling cor-
poration was first liquidated to its stockholders and the. properties
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were forthwith sold by them to the purchasing corporation. The
second special rule provides for the determination under regulations
prescribed by the Secretary of all of the computations required hy
this part as if the business or businesses which were purchased from
a partuership or sole proprietorship had been operated by a corpora-
tion., The third special rule is -that in the case of the purchase of
less than all of several businesses operated by a corporation or part-
nership, the amount of excess profits not income allocable to all or an
number of the purchasing corporations or other persons receiving sucK
properties upon the liquidation of the selling corporation shall not ex-
ceed 100 pereont of the excess profits net income of the selling corpora-
tion. Thus, in a case in which a selling corporation has an excess profits
net income for any month of $100 existing by reason of one of its busi-
nesses having an income of $300 and another having a loss of $200, the
amount of the excess profits net incomo available to either or both of
the parties receiving the two businesses shall not exceed $100 for such
month,

The House amendmeont adds a new subsection (e) dealing with
successive transactions and providing that if one part IV transaction
succeeds anothor part IV transaction, the excess profits net income
of the first selling corporation is not made available to the second
purchasing corporation. The excess profits net incomme, however, of
the first purchasing corporation is available to the second purchasing
corporation but, for that purpose, it must be computed without regard
to the excess profits net income of the first sel[ing corporation. It
also provides that the excess profits not income of a selling corporation
under this part includes the amount previously available to it under
part 1T with respect to a previous part Il transaction. Thus, where
corporation A had previously merged with corporation B in a trans-
action described in section 461 (a), the purchase by corporation C of
the assets of corporation B under the circumstances outlined in this
part will make available to corporation C the excess profits net income
(or deficit) of both corporations A and B, as determined under part IT
for corporation B for the period prior to the moerger, as well as the
excess profits net income of corporation B for the period after the
merger.

The Senato amendment provided for the promulgation of rules by
the Sceretary, consistent with the principles of part II, for the applh-
cation of this part. For the purpose of clarification, tho conference
agreement specifically provides for the promulgation of such rules
with respeet to (1) base period capital addition, (2) net capital addi-
tion or veduction, (3) excess profits net income, (4) duplication, and
(5) tho excess profits credit of the purchasing corporation for tho
taxable year in which the transaction occurs if such taxable yoar is a
year which ended after June 30, 1850, It is also provided that the
Secrotary shall not apply the principles of certain specified provisions
of part IT, .

{t is not intended by this specific enumeration of principles to be
followed by tho Secrotary that the general authority to prescribe rules
for tho application of this part shall be restricted except as spocifically
provided. Such regulations may include other principles appropriato
to the determination of the computations provided by this part.

The Senate amendment contains technical amendments to the
code, which technical amendments are revised by the House amend-
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ments, Included in these technical amendments as revised are provi-
gions for the application of part II in cases where & corporation
acquired in a part II transaction properties of a corporation which
was 8 Furchasing corporation in a previous part IV transaction. In
goneral, the amendments provide that the income experience of the
original selling corporation shall bo used by the acquiring corporation
in determining its average base period net income under section 435 (d)
with reference to part II. For these provisions to bo applicable
howoever, substantially all of tho properties acquired in the part v
transaction (or replacements thercof in the ordinary course of business)
must have been transferred in the part IT transaction, or, if the part
IT transaction involved a comll)onent corporation which acquired the
properties in a previous part II transaction, substantially all of tho
ropertics of such component corporation must have been acquired
Ly the acquiring corporation. The business operated by the selling
corporation must have been continuously operated by the acquiring
corporation to the end of the taxable year, unless the business is
transferred by the acquiring corporation during the taxable yecar in a
part II transaction to which the provisions of section 462 (b) (4) aro
.applicable, If the acquiring corporation obtained the properties in a
part I transaction 0;‘1 tho type described in section 461 (a) (1) (E)
(“split-up’”), the provisions of the following amendment to section
462 (i) (6) must boe satisfied: Section 462 (i) (6) is amended to.provide
that if the component. corporation in the part IT transaction was a
purchasing corporation in a previous part IV transaction, and if
section 462 (b) (4) is applicable, the allocation of the oxcess profits net
income of the component corporation to the acquiring corporation
must be based upon the carnings experience of the assets transferred
rather than upon the fair market value rule of allocation provided in
scction 462 (1), this provision being applicable whether or not the
other parties to the part II transaction agrce to such an allocation,
The technical amendments as vevised further provide that section 463
and section 464, relating to capital changes of the acquiring corpora-
tion, shall be applied under regulations promulgated by the Secrotary
with respect to cases in which the part II transaction follows a part
IV transaction. , - ' ,

Amendment No. 240: This amendment adds section 522 to the bill,
for which there is no corresponding section in the bill as passed by
the House. Section 522 adds bauxite to the list of minerals deemed
stratogic under scction 450 (b) (1) of the code for the purpose of
oxempting from the excoss-profits tax the portion of the adjusted oxcoss
profits net income attributable to the mining of such mineral. The
ITouse recodes with & clerical amendment, ‘ '

Amondmeont No. 241: This anwndmont,'Frovides that, except das
otherwise provided in soction 510 of the bill, the amendments made
by title V of the bill, as passed by tho Senate, shall be applicable
with respect to taxablo years ending after June 30,1950, The House
recedes with amendmeonts conforming to the conference agreement
with respect to amendments Nos. 224 and 228. Accordingly, the
amondments made by titlo V are applicable with respoect to taxable
yoars ending after June 30, 1950, ‘except as otherwise provided in
a(;clt;ioxi{éi)()ﬁt (d) of tho bill (relating to base poriod capital additions
of banks).
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Amendments Nos. 242, 243, and 244: These amendments are
clerical. The House recedes.

Amendment No. 245: This amendment deals with possible tax
liability for taxable years beginning prior to January 1, 1951, in
the case of certain organizations carrying on trades or {;usinesses the
profits of which were dedicated exclusively to exempt purposes.
Spocifically, this amendmoent adds to the list of feeder organizations
covered by the House bill, those organizations all of the profits of
which inure to the benefit of a hospital or to an institution for the
rehabilitation of physically handicapped persons which maintains or
is building for proper maintenance such a hospital or institution
staffed or to be staffod by qualified professional persons for the treat-
ment of the sick and/or the rehabilitation of the physically handi-
capped, orv to an cleemosynary corporation under State law exempt
under section 101 (6) of the Internal Revenue Code.

The House recedes with an amendment striking out the reference to
““an eleemosynary corporation under State lnw exempt under section
101 (6) of the Internal Revenue Code,” and with a clarifying amend-
ment providing that no implication is to be drawn from the amendment
as to the tax status for taxable years prior to 1951 of so-called feeder or-
ganizations not dealt with in section 302 of the Revenue Act of 1950
a8 amended,

Amendment No. 246: The House bill provided that the percentage
of the average base period net income to be taken into account in
computing the oxcess-profits credit based on income shall be reduced
from 85 percent of the average base period net income to 75 percent
thereof. This reduction was effective, under the House bill, as of
January 1, 1851, The Senate amendment struck this provision of
the House bill. The House recedes-with-an amendment under which -
the percentage of the base period net income is reduced from 85 to
83 percent, cffective July 1, 1951, and in the case of the calendar
year 1951, to 84 percent. Provision is made under the conference
agreement for the case of a fiscal year beginning before July 1, 1951,
and ending after June 30, 1951, so that a proportionate part of tho
decerease in the excess profits credit will be reflectod.

Amendment No, 247: This amendmoent, for which there is no
corresponding provision in the House bill, amends sections 813 and
936 of tho code to provido that, where proporty included for Federal
estatc tax purposes in the gross cstate of a resident or citizen of the
United States is situated i a foroign country and subjected to a
death tax by such country, a credit shall bo allowed against the estato
tax for guch foreign death tax. The amendmont applics only with
respeet Lo estates of residents and citizons dying after the dato of
enactment of the bill, _ ,

The House recedes with clarifying amendmonts,

Amendment No, 248: This is a clerieal amendment, Tho House
recedes with a clerical amendment.

Amondment No. 249: This amendment, for which there is no cor-
responding provision in the House bill, ameunds scction 863 (c) of
the code to extend the cstato tax exemption granted by that scction
with respect to works of art loaned by a nonresident alien to the
National Gallery of Art, Washington, 1. C., to works of art loaned
to other public galleries or museums,

The House recedes with a clerical amendment.



REVENUE ACT OF 1051 107

Amendment No. 250: This amendment, for which there is no cor-
responding provision in the House bill, makes *certain changes in
section 939 of the code, relating to the estate tax treatment of certain
mombers of the Armed Forces.

The .amendment provides that the tax imposed by section 935
(the additional estate tax) shall not apply to the transfer of the not
estate of a citizen or resident of tho United States dying after June 24,
1950, and before Janvary 1, 1954, while in active service as 4 member
of the Armed Forces of the United States, if such decedent (1) was
killed in action while serving in a combat zone, as determined under
section 22 (b) (13), or (2) died at any place as a result of wounds,
disease, or injury suffered, while serving in a combat zono (as deter-
mined under section 22 (b) (13)) and while in line of duty, by reason
of o hazard to which he was subjected as an incident of such service.

The House recedes with a clerical amendment.

Amendmeont No. 251: This amendment, for which there is no cor-
responding provision in the House bill, adds a new section to the
bill to provide that in the case of a deczdent dying after March 18,
1937, and before February 11, 1939, the determination of whether
property is included in the gross estate of the decedent as a transfer
mtended to take effect in possession or enjoyment at or after his death
shall be made in conformity with the provisions of article 17 of Regu-
lations 80, as amended by Treasury Decision 4729, The iouse
recedes with a clerical amendment, :

Amendment No. 252: This amendment, for which there is no cor-
responding provision in the House bill, amends section 7 (b) of
Public Law 378, Eighty-first Congress (the Technical Changes Act of
1949). Section 7 (b) now provides that the provisions of section 811 (c)
(1) (B) of the code, providing for inclusion in a decedent’s estate of
property transforred with reservation of rights in income, shall not be
applicable to transfers made before March 4, 1931 (and, in some cases,
before June 6, 1932), if the decedent died before January 1, 1950.
Under the amendment, inapplicability of section 811 (¢) (1) (B) is
extended to estates of decedents dying before January 1, 1951. The
House recedes with a clerical amendment. :

Amendment No. 253: This amendment, for which there is no corre-
sponding provision in the Houso bill; amends section 7 (b) of Public
Law 378, Eighty-first Congress g'he T'echnical Changes Act of 1249)
to provide that the provisions of section 811 (¢) (1) (C) of the code
(roluting to inclusion in gross estate of transfors intended to take
effect in ponsession or enjoyment at or aftor death) shall not apply to
transfors made bofore September 8, 1916, Tho effect of the last sen-
tence ‘of this section, which makes section 7 (¢) of such public law
inapplicable to overpayments resulting from the enactment of this
section of the bill, is to limit refunds of such overpayments to those
situations in which the refund is not prohibited by the statute of
limitations or somo other law or rule of law. The House recedes with
a clerical amendmnont, :

Amendment No. 2564: This amendment, for which there is no_cor-
responding provision in the House bill, permits the making of re-
fund or, credit of any overpayment resulting from the application of
section 503 of the Revenue Act of 1960, if claim therefor is filed within
1 year from the date of enactment of the bill, even though the m'a-kin%
of such refund or credit is otherwise prohibited by the statute o
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limitations or any other law or rule of law (other than sec. 3760 or
3761 of the code which relate, respectively, to closing agrecments
and compromises). The effect of section 503 of the Revenue Act of
1950 was to provide that proceeds of life insurance policies attributable
to premiums paid on or before January 10, 1941, should not be included
in the gross estate of the insured person for estate tax purposes by
reason of the fact that the premiums were paid by him, unless on
January 10, 1941, or thereafter he had substantial rights in the life
insurance policy. The House recedes with an amendment providing
that claim for credit or refund must be made after October 25, 1949,
and on or before October 25, 1950.

Amendment No. 255: This amendment, for which there is no cor-
responding provision in the House bill, provides that in the case of the
award made on December 4, 1950, by the Interstate Commerce Com-
mission as retroactive compensation for the transportation of mail,
such compensation shall be deemed to be income which accrued in the
taxable year in which the services to which such compensation relates
were rendered. It is provided that no interest shall be assessed for
deficiencies created by the inclusion of such income in prior years and
that the period for assessment and collection of such deficiencies shall
be extended to the date closing the period for assessment and collec-
tion for the taxable year of the taxpayer which includes December 4,
1950. The amendment also amends section 292 of the code to provide
that in the case of retroactive mail payments, if such payments are
required to be included in income in the year or years in which the
mail was carried, no interest shall be due with respect to deficiencies
resulting from such inclusion for any period prior to 30 days after the
award of payment is granted. The House recedes with a clerical
amendment.

Amendment No. 256: This amendment, for which there is no cor-
responding provision in the House bill, adds to the bill a new sec-
tion 611 which provides with respect to certain taxable years a special -
rule to be followed whereby in the computation of corporation surtax
net income certain amounts received as dividends on the preferred
stock of a public utility will not be disregarded in computing the
credit for dividends received.

Section 116 (a) of the Reverue Act of 1943 so amended section 26 -
(n) (1) of the Internal Revenue Code that, in the computation of the
credit for dividends paid on the preferred stock of a public utility,
amounts distributed in the current taxable year with respect to divi-
dends unpaid and accumulated in any taxable year ending prior
to October 1, 1942, were to be excluded from the amount of dividends
paid on its preferred stock during the taxable year. The 1943 act
did not contain a conforming amendment so that in the computation
of corporation surtax net income the 85-percent credit for dividends
received would always be allowed with respect to such amounts as
were to be excluded in computing the credit for dividends paid on the
preferred stock of a public utility. ' _

Pursuant to new section 611, in the case of taxable years beginnin
before April 1, 1951, the 85-percent credit for dividends frefceived"wiﬁ
be allowed in the computation of corporation surtax net income with

_respect. to those amounts which are to be excluded in computing the
credit for dividends paid on the preferred stock of a public utility.
In the case of the calendar year 1951 and taxable years beginning
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after March 31, 1951, see the amendments made to section 26 (b) of
the code by section 122 of the bill (amendment No. 8). The House
recedes with & clerical amendment.

Amendment No. 257: This amendment, for which there is no corres-
ponding provision in the House bill, provides that if an affiliated
group making a consolidated return with respect to the first taxable
year of the group ending after June 30, 1950, included a corporation
described in section 454 (f) of the code, pursuant to the consent pro-
vided in section 141 (e) (7) of the code, such corporation may with-
draw such consent at any ‘time within 90 days after the enactment of
the Revenue Act of 1951. If such consent is withdrawn under this
provision, the tax liability of the affiliated group and its several
members for the taxable year shall be determined, assessed, and
collected as if such corporation had never joined in the making of the
consolidated return. The House recedes with a clerical amendment.

Amendment No. 258: This amendment, for which there is no
corresponding provision in the House bill, adds to the bill a new sec-
tion 613 pursuant to which the due date for filing income tax returns of,
or for paying the income tax b% China Trade Act corporations for
any taxable year beginning after December 31, 1948, and ending before
October 1, 1953, shall be not later than December 31, 1953. 'The due
date thus prescribed shall apply, however, only with respect to any
such corporation and any such taxable year as the Secretary of the
Treasury, pursuant to such regulations as he may prescribe, may
determine to be reasonable in view of circumstances in China. New
section 613 recognizes that certain China Trade Act corporations,
despite the situation existing in China, are fully able to comply with
rlequirements of existing law as to the time for filing returns and paying
the tax. '

The due date of December 31, 1953, hereby prescribed is subject to
the power of the Secretary to extend, as in other cases, the time for
filing returns or paying the tax. The House recedes with a clerical
amendment. '

Amendment No. 259: This amendment, for which there is no cor-
re@spondinil provision in the House bill, adds a new section which
provides that no amendment made by the bill shall apply in any case
where its application would be contrary to any treaty obligation of
the United gtates. The House recedes with a clerical amendment,

Amendment No. 260: This is a clerical amendment. The House
recedes with a clerical amendment. ~ R

Amendment No. 261: This amendment, for which there is no cor-
responding provision in the House bill, extends for 4 months the
date on or before which a claim for net renegotiation rebates arising
under the. World War II Renegotiation Act may be filed,. Section 201
(c) of the Renegotiation Act of 1951, approved on March 23, 1951, sets
the expiration date as June 30, 1961. 'This amendment extends such
date to October 31, 1851. The House recedes with a clerical amend-
ment. . - ; C o : R ‘ o
Amendment No. 262: This amendment, for which there is no cor-
responding -provision in the House bill, adds to the bill a new B.’e%"zidn
relating. to. prohibition upon the-denial of payments by the Ked-
eral Government to a, State under title I, IV, X, or. XIV of the
Social Security Act. . These titles relate to_grants by the Federal
Government. to States for aid to needy aged individuals, needy de-



110 REVENUE ACT OF 1051

pendent children, needy blind individuals, and needy permanently
and totally disabled individuals, respectively. The Federal Govern-
ment and the States share the cost of these assistance programs. A
State is not entitled to payments from the Federal Government unless
the State plan for assistance has been approved by the Federal Security
Administrator. Under existing law a State assistance plan in order
to be approved must, inter alia, provide safeguards which restrict the
use or disclosure of information concerning applicants and recipients
to purposes directly connected with the administration of the assist-
ance program. The Senate amendment provides that no State or any
agency or political subdivision thereof shall be deprived of any grant-
in-aid or other payment to which it otherwise is or has become entitled
pursuant to title I, IV, X, or XIV of the Social Security Act by reason
of the enactment or enforcement by such State of any legislation pre-
scribing any conditions under which public access may be had to
records of the disbursement of any such funds or payments within
such State. The House recedes with an amendment which imposes
a condition that the State legislation providing public access to the
records of disbursement must prohibit the use of any list or names ob-
tained through such access to such records for commercial or political
purposes. '

Under this amendment, as agreed to by the conferees, the State of
Indiana, which has a law which permits public access to the records
of disbursements of public welfare funds but which contains, inter
alia, a prohibition upon the use of any lists or names so obtained for
commercial or political purposes of any nature, will be entitled to
receive its payments under the Social Security Act in the future and
will also be entitled to receive any such payments which have been
lwibhhcld because of the enactment and enforcement of the Indiana
aw,

Amendment No. 263: This amendment, for which there is no
corresponding provision in the House bill, amends the provisions of
existing law which provide the President, the Vice President, the
Speaker of the House, and the Members of Congress an expense allow-
ance which is tax-exempt and for which no accounting is made. Under
this amendment, the President would receive $150,000 a year for his
sorvices, instead of the $100,000 plus the $50,000 tax-exempt expense
allowance he now receives. Under existing law, the President neither
pays tax on nor accounts for this $50,000. Under this amendment,
$50,000 would be added to his compensation and his $50,000 tax-
exempt expense allowance would be eliminated. Likewise, the salary
of the Vice President, and that of the Speaker of the House, would
be increased by $10,000 and his $10,000 tax-exempt expense allow-
ance would be eliminated. And, similarly, the salary of each Mem-
her of Congress would be increased by $2,5600 and his $2,500 tax-
exempt expense allowance would be eliminated. This amendment
would become effective, with respect to the President, on January 20,
1953, and with respect to the Vice President, the Speaker, and
Members of Congress, on January 3, 1953, - - , : A

The House recedes with an amendment which eliminates the pro-
visions of the Senate amendment increasing the compensation of the
President, the Vice President, the Speaker of the House, and the
Members of Congress but which removes the tax-exempt status of the
expense allowances of such officials. The expense allowance provided
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the President by section 102 of title 3 of the United States Code and
that provided the Vice President by section 111 of title 3 of the United
States Code shall be taxable on and after January 20, 1953 ; the expense
allowance provided the Speaker of the House by subsection (e) of the
first section of Public Law 2, Eighty-first Congress, approved January
19, 1949, and that provided each Member of Congress by section 601
(b) of the Legislative Reorganization Act of 1946 (Public Law 601,
79th Cong.) shall be taxable on and after January 3, 1953. The
President, the Vice President, the Speaker of the House, and each
Member of Congress will be required to account for such expense al-
lowances insofar as is necessary for the purpose of deducting such
expenses for income-tax purposes.

Amendment No. 264. This amendment struck out the table of
contents to the bill and inserted a new table of contents.conforming
to the amendments to the bill made by the Senate. The House
recedes with an amendment to conform the table of contents to the
action of the conference committee.
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