
82D CONGaESS HOUSE OF REPRESENTATIVES l R POT
18t Ses8ion f I No. 1213

REVENUE ACT OF 1951

OCTOBER 18, 1951.-Ordered to be printed

Mr. DOUGHTON, 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 provide revenue, and for other purposes, having met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:
That the Senate recede from its amendments numbered 2, 3, 5,

94, 98, 119, 120, 123, 124, 125, 126, 130, 132, 133, 134, 135, 136, 138,
139, 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 the Sonate numbered 9, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24,
25, 26, 27, 29, 30, 31, 32, 33, 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, 192, 195, 196, 204,
205, 206, 207, 208, 209, 212, 218, 223, 229, 230, 232, 233, 242, 243,
and 244 and agree to the same.
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2 REVENUE ACT OF 1951

Amendment numbered 1:
That the House recede from its disagreement to the amendment of

the Senate numbered 1, and agree to the same with the following
amendments:

Strike out the surtax table beginning on page 1 of the Senate
engrossed amendments and insert the following:
"If the surtax net income is: The surtax shall be:

Not over $2,000 ..-........-- ------

Over $2,000 hut not over $4,000.....
Over $4,000 but not over $6,0000..---
Over $6,000 but not over $8,000-...--
Over $8,000 but not 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....
Over $16,000 but not over $18,000..-.
Over $18,000 but not over $20,000-..-
Over $20,000 but not over $22,000 ..,
Over $22,000 but not over $26,000- ....
Over $26,000 but not over $32,000-...
Over $32,000 but not over $88,000 ....

Over $38,000 but not over $44,000.....
Over $44,000 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 not over $90,000....
Over $90,000 but not over $100,000...
Over $100,000 but not over $160,000-,
Over $160,000 but not over $200,000-.
Over $200,000 ..- ... ..--

17.4% of the surtax net income.
$348, plus 19.4% of excess over $2,000.
$736 plus 24% of excess over $4,00.
$1,216, plus 27% of excess over $6,000.
$1,756, plus 32% of excess over $8,000.
$2,396, plus 36% of excess over $10,000,
$S,116, plus 40% of excess over $12,000.
$3,916, plus 56% of excess over $14,000.
$4,816, plus 48% of excess over $16,000.
$5,776, plus 61% of excess over $18,000.
$6,796, plus 64% of excess over $20,000.
$7,876, plus 57% of excess over $22,000.
$10,166, plus 60% of excess over

$26,000.
$13,756, plus 63% of excess over

$32,000.
$17,636, plus 66% of excess over

$38,000.
$21,496, plus 70% of excess over

$44,000.
$25,696, plus 72% of excess over

$50,000.
$32,896, plus 76% of excess over

$60,000.
$40,396, plus 79% of excess over

$70,000.
$48,296, plus 81% of excess over

$80,000.
$56,396, plus 84% of excess over

$90,000.
$64,796, plus 86% of excess over

$100,000.
$107,796, plus 87% of excess over

$160,000.
$151,296, plus 88% of exceiis over

$200,000.



REVENUE ACT OF 198 3
Strike out the surtax table on page 3 of the Senate engrossed

amendments and insert the following:
"If the surtax net Income is:' The surtax shall be:

Not over $2,000 -.... ---- -,
Over $2,000 but not over $4,000-^-...
Over $4,000 but not over $6,000 -----

Over $6,000 but not over $8,000 ......
Over $8,000 but not 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-..
Over $16,000 but not over $18,000...
Over $18,000 but not over $20,000....
Over $20,000 but not over $22,000-....
Over $22,000 but not over $26,000-..-
Over $26,000 but not over $82,000-..
Over $32,000 but not over $88,000-..
Over $38,000 but not over $44,000-.--
Over $44,000 but not over $50,000--.-
Over $50,000 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 not over $90,000..
Over $90,000 but not over $100,000_.-

$100,000 but not over $160,000-.
$150,000 but not over $200,000__
$2000,000 -----..-........-

Over

Over

Over

Strike out the tables on pages
amendments and insert the followir

19.2% of the surtax net income.
$384, plus 21.6% of excess over $2,000,
$816, plus 26% of excess over $4,000.
$1,S36, plus 31% of excess over $6,000.
$1,956, plus 85% of excess over $8,000.
$2,666, plus 89% of excess over $10,000.
$3,436, plus 45% of excess over $12,000.
$4,836, plus 0% of excess over $14,000.
$5,336, plus 68% of excess over $16,000.
$6,396, plus 56% of excess over $18,000.
$7,616, plus 69 of excess over $20,000.
$8,696, plus 63 of excess over $22,000.
$11,216, plus 64% of excess over

$26,000.
$15,056, plus 65% of excess over

$32,000.
$18,956, plus 69% of excess over

$38,000.
$23,096, plus 72% of excess over

$44 000.
$27,416, plus 74% of excess over

$50,000.
$34,816, plus 77% of excess over

$60,000.
$42,516, plus 80% of excess over

$70,000.
$50,516, plus 82% of excess over

$80,000.
$68,716, plue 85% of excess over

$90,000.
$67,216, plus 87% of excess over

$100,000.
$110,716, plus 88% o' excess over

$150,000.
$154,716, plus 89% of excess over

$200,000.
7 and 8 of the Senate engrossed
ig:



(4 IREVENUE ACT OF' 1961

I"Table I!"
"Taxable years beginning after October 31, 1951, and before January 1, 1954
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9.869604064

Table: "Taxable years beginning after October 31, 1951, and before January 1, 1954
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5)
" Table III :

"Taxable years beginning after December 31, 1953

And the
number of
exemptions

I*-

1 2 3 4 or
more
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1,oI.l, 060
1,050 1,076
1,076 1,100
1,100 1I6
1,15 1,1560
1,160 1,176
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hold

The tax shall be-The tax
hall be-

0 0
0 0

17 00 0

00 0
1 00 0
00 0
00 0

00 0is 0 0 0
68 0 0 0
71 00 0
W 00 0

0
85 00 0
8900 0
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S62

672

662689
669
601

J85

465

471

681

$181
186
190

?08
iof
117
Rot
w
430
W50
S89

*67

*65066

*75

598

506

31!StS

841

850

860

840

3.9

W8

517

608

617
681

$181
186Ia
19
I

RI

508

71

A76

519

I09

'*8

III

657

76l

6
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-··,I -- ----

$61
66

70
7
89
88

917
101
106
110
116
119
1tIli
19

197I
166
160
181

173
178
186

ka19
'15
"I*1

80

548
.67
5*6

90*
311

947
850
S66
374

10

041
UP
47

60
51.619
W
S9

And
a

joint
re-
turn
Is

filed

'I5 S 8 or
more

S, S60
*,576

,6005,650

,6.76
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0

0
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0
0
0
0
0
0*
0
01
'0
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9.869604064

Table: "Taxable years beginning after December 31, 1953
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REVENUE ACT OF 1951

And the Senate agree to the same.
--Amondment numbered 4:
That the Hotuse recede from its disagreement to the amendment, of

the Senate numbered 4, 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:

"(b) IMPOSIION OF TAx.-There shall be levied, collected, and paid
for each taxable year upon the normal-tax net income of every corporation
(except a corporation subject to a tax imposed by section 231 (a), Supple-
ment (7, or Supplement Q)--_

(1) CALENDAR YEAR ioBl.---In the case of a taxable year
beginning on January 1, 1951, and ending on December 3!, 1951,
a ta( of 2S8 per centlum of the normal-tax net income.

"(2) TAXABLE YEARS BEGINNING AFTER MARCH S1, 19051 AND
BEFORE APRIL 1, 19s5.--In the case of taxable years beginning
after AM rch S3, 1961, and before April 1, 19564, a tax of 30 per
centlum of the normal-tax income.

"(3) TAXABLE YEAR'S BEGINNING AFTER MARCH 31, 1954.-In
the case of taanble years beginning after March 31,,a195,a tax of
25 per centurn of the normal-tax net income."

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

"16X" and insert 174.
On page 14, line 12, of the Senate engrossed amendments strike out

"17" and insert 18.
And the Senate agree to the same.
Amendment numlnered 7:
That the House recede from its disagreementt to the amendment of

the Senate numbered 7, and agree to the same with an amendment as
follows:

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

(c) AMUT'UAL, INSURANCE,' COMPANIES O2W'IX TIHAN .LIEr OR
MARINE.---

(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 out subparagraphs (A) and (B) and inserting
in lieu thereof the following:

"(A) Taxable Years Beginning After December 31, 1950,
and Before April 1, 1951.-In the case of taxable years beginning
after December 31, 1950, and before April 1, 1951, and ending
after March 31, 1951--

"(i) Normal tax.-A normal tax of 28% per centumn of
the normal-tax net 7,come, or 57% per centum of the amount

6
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by which th, normal-tax net income exceeds $3,000, which-
ever is the lesser; plus

"(ii) Suiax,--A surtax of 22 per centum of the corpora-
tion surtax net income in excess of $26,000.

"(B) Taxable Years Beginning After March 31, 1951, and
Before April 1, 1954.-In the case of taxable years beginning
after March S1, 1951, and before April 1,19564-

" (i) Normal tax.-A normal tax of 30 per centumn of the
normal-tax net income, or 60 per centunm of the amount by
which the normal-tax net income exceeds $3,000, whichever-
is the lesser; plus

"(ii) Surtax.--A surtax of 22 per centum of the corpora-
tion surtax net income in excess of $25,000.
"(0) Taxable Years Beginninq After March 31, 1954.-

In the case of a taxable year beginning after March 31, 1965-
" (i) 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 normal-tax net income exceeds $3,000, whichever
is the lesser; plus

"(ii) Surtax.-A surtax of 22 per centum of the corpora.
tion surtax net income in excess of $25,000."

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

"(A) Taxable Years Beginning After December 31, 1950,
and before April 1, 1951.-In the case of taxable years begin-
ning after December 31, 1960, and before April 1, 1951, and
ending .after March 31, 1951-

"(i) Normal tax.-A normal tax of 28% per centum of
the normal-tax net income, or 57% per centum of the
amount by which the normal-tax net income exceeds
$60,000, whichever is the lesser; plus

"(ii) 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 surtax-,net-
income exceeds $560,000 whichever is the lesser.

"(B) Taxable Years Beginning After March 31, 1951, and
Before April 1, 1964.--In the case of taxable years beginning
after Anarch 31, 1951, and before April 1, 1954--

"(i) Normal tax.--A normal tax of 30 per centumn of
the normal-tax net income, or 60 per centum of the amount
by which the normal-tax net income exceeds $50,000,
whichever is the lesser; plus -

"(ii) Surtax.--A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $26,000, or 33 per
ceitum of the amount by which the corporation surtax net
income exceeds $50,000,whichever is the lesser,

"(Q) Taxable Years Beginning After March 1S, 195t.-In
the case of a taxable year beginning after March S1, 1954-

(i) Normal tax.-A normal tax of 25 per centum of the
normal-tax net income, or 60 per century of the amount
by which the normal-tax net income exceeds $50,000,whichever is the lesser; plus
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" (ii) Surtax.--A surtax of 22 per centum of the corpora-
tion surtax net income in excess of $5,000, or 33 per
centum of the amount by which the corporation surtax net
income exceeds $50,000, whichever is the lesser."

(d) R.EGULATVD INVESTMENT CoJMPANIES.-Section 362 (b) (relating
to tax on regulated investment companies) is hereby amended by striking
out paragraphs (3) and (4) and inserting in lieu thereof the following:

"(S) In the case of taxable years beginning after December 31,
1950, and before April 1, 1961, and ending after March 31, 1951,
there shall be levied, collected, and paid for each taxable year upon
its Supplement Q net income a tax equwl to 283 per centum of the
imtount thereof. In the case of taxable years beginning after March
31, 1951, and before April 1, 1956, there shall be levied, collected,
and paid for each taxable year upon its Supplement Q net income a
tax equal to 0S per centum of the amount thereof. In the case of
taxable 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 25 per centum of the amount thereof.

"(4) In the case of taxable years beginning after December 31,
1950, there shall be levied, collected, and paid for each taxable year
Lupon its Supplement Q surtax net income a tax equal to 22 per
centum of the amount thereof in excess of $25,000."

(e) BUSINESS INCOME OF CERTAIN SECTION 101 ORGANIZATIONS.--
Section 421 (a) (1) (relating to imposition of tax on business income of
certain section 101 organizations) is hereby amended by inserting before
the period at the end thereof the following: "; except that (A) in the case
of taxable years beginning before April 1, 1951, and ending after March
31, 1951, the normal tax shall be 28~% per centum of the Supplement U
net income, and (B) in the case of taxable years beginning after March
31, 1951, and before April 1, 1956, the normal tax shall be S0 per centum
of the Supplement U net income".

(f) AMENDMENT OF SECTION 15.-Section 15 (relating to surtax on
corporations) is hereby amended to read as follows:
"SEC. 15. SURTAX ON CORPORATIONS.

"(a) CORPORATION SURTAX NET INCOME.--For the purposes of this
chapter, the term 'corporation surtax net income' means the net income
minus the sum of the following credits:

"(1) The credit for dividends received provided in section 26 (b);
"(2) In the case of a public utility, the credit for dividends paid

on its preferred stock provided in section 26 (h);
"(S) In the case of a western hemisphere trade corporation (as

defined in section 10.9), the credit provided in section 26 (i).
"(b) IrrosITIONv OF TiA.---- There shall be levied, collected, and paid

for each taxable year upon the corporation surtax net income of every
corporation (except a corporation subject to a tax imposed by section 231
(a), SupplementG, or Supplement Q) a surtax of 22 per centum of the
amount of the corporation surtax net income in excess of $26,000.

"(c) DISALLOWANc E OF SURTAX EXEMPTION AND MAINIMUM EXCESS
PROr'IT CREDT.---If any corporation transfers, on or after January
1, 1951, all or part of its property (other than money) to another corpora-
tion which was created for the purpose of acquiring such property or
which was not actively engaged in business at the time of such acquisition,
and if after such transfer the transferor corporation or its stockholders,

8
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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 $5,000 exemption
from surtax provided in. subsection (b) or the $25,000 minimum excess
profits credit provided in the last sentence of section 431 unless such
transferee corporation shall establish by the clear preponderance of the
evidence that the ecuring of such exemption or credit was not a major
purpose of such transfer. 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 ownership of stock shall be determined in accord-
ance with the provisions of section 603, except that constructive ownership
under section 503 (a) (2) shall be determined only with respect to the
individual's spouse and minor children. The provisions of section 29 (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 taxable year
with respect to which the tax imposed by subchapter D of this chapter is
not in effect.'(g) TECHNICAL AMENDENT.--Section 14 (relating to normal tax
on special classes of corporations in the case of taxable years beginning
before July 1, 1960) is 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:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
SEC. 122. CREDITS OF CORPORATIONS.

(a) DIVIDENDS REOEIVED CAREaDIT.-Paragraphs (1) and (2) of sec-
tion 26 (b) (relating to credit for dividends received) are hereby amended
to read as Jollows:

"(1) IN GrNERAL.-85 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
zs subject to taxation under this chapter.

" (2) CERTAIN PREFERRED STOCK.'--
"(A) Calendar Year 1961.---In the case of a taxable year

beginning on January 1, 1951, and ending on December S1,
1951, 61 per centum of the amount received 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 is allowable,

"(B) Taxable Years Beginning After March 31, 195I, and
Before April 1, 19l5. -In the case of taxable years begaiinng
after March 31, 1951, and before April 1, 1954 62 per:centum
of the amount received as dividends on the preferred stock of a
public utility which is subject to taxation under this chapter and.

9
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with respect to which the credit provided in section 26 (h) for
dividends paid is allowable.

"(C) Taxable Years Beginning After March 31, 195/4.-In
the case of taxable years beginning after March 31, 1965, 59
per century of the amount received 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 is allowable."

(b) CREDIT FOR DIVIDENDS PAID ON CERTAIN PREFERRED STOCK.-
The first sentence of section 26 (h) (1) (relating to amount of credit for
dividends paid on certain preferred stock) is hereby amended to read as
follows: "In the case of a public utility, (A) for a taxable year beginning
on January 1, 1951, and ending on December S1, 1961, an amount
equal to 28 per centumn of the lesser of (i) the amount of dividends paid
during the taxable year on its preferred stock or (ii) 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 S1, 1951, and before April 1, 1954, an amount equal to
27 per centumn of the lesser of (i) the amount of diviends paid during
the taxable year on its preferred stock or (ii) the adjusted net income for
such taxable year minus the credit for dividends received provided in
subsection (b) for such year, and (C) for a taxable year beginning after
March 81, 1964, an amount equal to 30 per centum of the lower of (i) the
amount of dividends paid during the taxable year on its preferred stock or
(ii) the adjusted net income for such taxable year minus the credit for
dividends received provided in subsection (b) for such year."

(c) WESTERN IHEAISPHIERE TRADE CORPORATIONS.-Section 26 (i)
(relating to credit of a western hemisphere trade corporation) is hereby
amended to read as follows:

"(i) IVWESTERN HJEflISP'HERE TRADE CORPORATIONS.-In the case of
a western hemisphere trade corporation (as defined in section 109)--

"(1) CALENDAR YEAR 1w1.---In the case of a taxable year
beginning on January 1, 1951, (and ending on December 31, 1951,
an amount equal to 28 per centum, of ifs normal-tax net income com-
pute(d without regard to the credit provided in this subsection.

"(2) TAXABLE YEARS BEGINNING AFTER MARCH Sl, 1951, AND
BEFORE APRIL 1, 9s4--fn the case of a taxable year beginning
after Mllarch S1, 1951, (and before April 1, 1956f, aan amount equal
to 27 per centumn of its normal-tax net inconie computed without
regard to the credit provided in this subsection,

"(3) TAXABLE YEARS BEGINNING AFTER MARCH 51, 1954.-In
the case of a taxable year beginingn after lMarch 31, 1956, an
amount equal to 30 per centun of its normal-tax net income computed
without regard to the credit provided in this subsection."

And the Senate agree to the samn.
Amendment numbered 10:
'lhat the House recede from its disagreement to tle amendment of

the Senate numI)bered 10, and agree to the same with an- amendment
as follows:

Strike out tlie matter proposed to bo stricken out by the Senate
amendmIent atnd insert the following:
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SEC. 123. COMPUTATION OF ALTERNATIVE CAPITAL
GAINS TAX.

Section 117 (c) (1) (relating to alternative tax on corporations) is
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 25 per
centum of such excess, except that in the case of any taxable year
beginning after -March 31, 191, , and before April 1, 1954, 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
(B)."

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 12/; and the Senate agree to the same.
Amendment numbered 12:
That the House recede from its disagreement to the amendment of

the Senate numbered 12, and agree to the rname with an amendment
as follows:
On page 25, line 21, of the Senate engrossed amendments, strike

out "124" and insert 125; and the Senate agree to the same.
Amendment numbered 13:
That the louse 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 tax consisting of-

."(A) a tentative normal tax of 0S per centum of the normal-
tax net income, plus

"(B) a tentative surtax of 20 per centum of the surtax net in-
come in excess of $25,000,

On page 31 of the Senate engrossed amendments strike out subsec-
tion (k) and insert in lieu thereof the following:

" (k) TAXABLE YEARS OF CORPORATIONS BEQoINNING BEFORE APRIL
1, 1954, AND ElVNDNG AFTER MARCH 31, 1954.-In the case of a tax-
able year of a corporation beginning before April 1, 1954, and ending
after March 31, 1964, the tax imposed by sections 13 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-
visions of sections 13 and 15, or section 421 (a) (1), applicable to
years beginning on January 1, 1953, which the number of days in
such taxable year prior to April 1, 1954, bears to the total number
of days in such taxable year, plus
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"(2) that portion of a tentative tax, computed under the provisionsof sections 13 and 15, or section, 421 (a) (1), applicable to yearsbeginning on April 1, 1964t, as if such provisions were applicable
to such taxable year, which the number of days in such taxable year
after AIarch S1, 1956t, bears to the total number of days in such
taxable year."

And the Senate agree to the same.
Amendlment numbered 28:
That the Hlouse recede from its disagreement to the amendment of

the Senate numbered 28, and agree to the same with the followingamenllll( nll ts:
Strike out the surtax table beginning on page 39 of the Senate

engrossed amendments and insert the following:
"It the surtax net income is:

Nol over $2,000 ----- ..............

Over $2,000 but not over $/4,000------
Over $4,000 but not over $6,000.....
Over $6,000 but not over $8,000....
Over $8,000 but not over $10,000..-..
Over $10,000 but not over $12,000....
Over $12,000 but tnot over $1/,0000...-
Over $14,000 but not over $16,000...
Over $16,000 bul not over $18,000..-.Over $18,000 but not over $20,000.. .

Over $20,000 but not over $22,000....
Over $22,000 but not over $24,000...
Over $24,000 but not over $28,000...-
Over $28,000 but not over $32,000..-.
Over $32,000 but not over $38,000..-.
Over $38,000 but not over $44,000..-..
Over $44,000 but not over $50,000-...
Over $50,000 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 not over $90,000....
Over $90,000 but not over $100,000.__
Over $100,000 but not over $150,000,.
Over $150,000 but not over $200,000._
Over $200,000 but not over $300,000..
Over $300,000, ...,..-.....-......_

The surtax shall be:
19.2% of the surtax net income.
$384, plus 20.4 % of excess over $2,000.
$7.92, plus 24% of excess over $4,000.
$1,272, plus 26% of excess over $6,000.
$1,792, plus 31% of excess over $8,000.
$2,412, plus 32% of excess over 10,000.
$3,052, plus 88% of excess over $12,000.
$3;812, plus 41% of excess over $14,000.
$4,682, plus 44% of excess over $16,000.
$5,512, plus 45% of excess over $18,000.
$6,412, plus 49% of excess over $20,000.$7,392, plus 51 % of excess over $22,000.$8,412, plus 54 %°o of excess over $24,000.
$10,572, plus 57% of excess over

$28,000.
$12,852, plus 60% of excess over

$'2,000.
$16,452, plus 63% of excess over

$88,000.
$20,232, plus 68% of excess over

$44 000.
$24,812, plus 69% of excess over

$50,000.
$31,212, plus 70% of excess over

$60,000.
$38,212, plus 74% of excess over

$70,000.
$45,612, plus 76% of excess over

$80,000.
$53,212, plus 78% of excess over

$90,000.
$61,012, plus 82% of excess over

$100,000.
$102,012, plus 85% of excess over

$150,000.
$144,512, plus 88% of excess over

$200,000.
$232,512, plus 89% of excess over

$300,000.
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Strike out the surtax table beginning on page 41 of the
engrossed amendments and insert the following:
"If the surtax net income is:

Not over $8,000 ...............--
Over $2,000 but not over $/t,000-..-.
Over $4,000 but not over $6,000.--
Over $6,000 but not over $8,000 ....-
Over $8,000 but not 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- -,
Over $16,000 but not over $18,000 --
Over $18,000 but not over $20,000 ,.
Over $20,000 but not over $2£,000-...
Over $2R,000 but not over $24,000 -..
Over $21,000 but not over $28,000..-

Over $28,000 but ot over $32,000-- -

Over $32,000 but not over $38,000--.
Over $38,000 but not over $44,000...

Over $44,000 but notover $60,000--.
Over $50,000 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 not over $90,000----
Over $90,000 but not over $100,000_.-
Over $100,000 but not over $160,000-
Over $160,000 but not over $200,000--
Over $200,000 but not over $800,000 -

Over $300,000.--- ------

And the Senate agree to the same.

The surtax shall be:
17% of the surtax net income.
$340, plus 18% of excess over $2,000.
$700, plus 21% of excess over $4,000.
$1,120, plus '$3% of excess over $6,000.
$1,680, plus 7% of excess over $8,000.
$2,120, plus 2.9 of excess over $10,000.
$2,700, plus 3s of excess over $12,000.
$8,860, plus 36% of excess over $14,000,
$4,080, plus 39% of excess over $16,000.
$4,860, plus 40% of excess over $18,000,
$5,660, plus 44% of excess over $20,000.
$6,640, plus 46% of excess over $22,000.
$7,460, plus 49/ of excess over $24,000.
$9,420, plus 61% of excess over $28,000.
$11,460, plus 66% of excess over

$32,000.
$14,760, plus 69% of excess over

$38,000.
$18,800, plus 63% of excess over

$44,000.
$22,080, plus 65% of excess over

$60,000.
$28,680, plus 68% of excess over

$60,000.
$85,380, plus 71% of excess over

$70,000.
$42,480, plus 78% of excess over

$80,000.
$49,780, plus 77% of excess over

$90,000.
$57,480, plus 80% of excess over

$100,000.
$97,480, plus 84% oj excess over

$160,000.
$139,480, plus 87% of excess over

$200,000.
$226,480, plus 88% of excess over

$300,000.
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Amendment numbered 43:
Th'lat the House recede from its disagreement to tlhe amendment of

the Senate numbered 43, and agree to the samewith an namen(ldment
as follows:

In lieu of the matter proposed to lhe inserted by the Senate anmend-
ment insert tlhe following:
SEC. 311. CREDIT FOR DIVIDENDS RECEIVED.

(a) D)III)ENDS F oM. 1FoRIE ON CORPORATION EiVNGAO(ED IN TlRA'n
OR BUSINE:SS IN TIIE UNITED. STATY,:ES.---Section 26 (b) (relating to
dividends received( credit) is hereby iaendedby inserting after paragraph
(2) the following new paragraph:

"(3) DIVIlDENDS RECEIVED FROM CERTAIN FOREIGN CORPORA-
TIONS.-In the case of dividclends received from foreign corporation
(other thanI a. foreign personal holding company) which is subject to
taxation munder this chapter, if, for an uninterrupted period of not
less than S3 mon ths ending withi the close of such, foreign corp)ora-
tion's taxable year in which such/ divicidlends (a're paid (or, if thc cor-
poration. has Inot been, in existence for S3 month s at the close of such
taxable year, for the period the foreign corporationht as been in, exiist-
ence as of the close of such. taxable year) such foreign corporation, has
been. engaged in trade or business within the li.'nited States and has
derived 50 per centuim or more /o its gross income from sources within
the United States--

"(A) an. amount t equal to 85 per centum o!f the dividends
received out of its earnings or profits specified in clause (2) of
the first sentence of section; 115 (a), but such amount shall not
exceed anl amount which, bears the same ratio to 56 per century
of such dividends received out of such earnings or profits as
the gross income of such. foreign corporation for the taxable year
from, sources within the '1Uited States bears to its gross income
from. all sources for such. taxable year, and

"(B) an amount equal to 85 per centunm of the dividends
received out of that part of its earnings or profits specified in
clause (1) of the first sentence of section 115 (a) accumulated
after the begin.ngg of such uninterrupted period, but such
amount shall not exceed an amount which bears the same ratio
to 85 per centulm of such dividends received out of such accumu-
lated earnings or profits as the gross income of such foreign
cororpration, from sources within the United States for the portion
of such tnitnterrupted period ending at the beginning of such
taxable year bears to its gross income from all sources for such
portion of such uninterrupted period.

For determination of earnings or profits distributed in any taxable
year, see section 115 (b)."

(b) TECHNICAL AMENDMENT.-.Section 119 (a) (2) (B) (relating
to rules as to source of income in the case of dividends) is hereby'amended
by inserting before the semicolon at the end thereof the following: "to
the extent exceeding the amount which is 100/85ths of the amount of the
credit allowable under section 26 (b) in respect of such dividends".

(c) EFFECTIVE DATE.-The amendments made by this section shall
be applicable only with respect to taxable years beginning after December
1 1950.
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 Soenate numbered 45, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
iment insert the following:
SEC. 313. MUTUAL SA VINGS BANKS, BUILDING AND LOAN

ASSOCIATIONS, COOPERATIVE BANKS.
(a) MAUTUAL SA VINGS BANKS.--Section 101 (2) (relating to exemption

from tax qf mutual savings banks) is hereby repealed.
(b) BUILDING AND LOAN ASSOCIATIONS AND COOPERATIVE BANKS.-

Section 101 (4) (relating to exemption Jrom tax of building and loan
associations and cooperative banks) is hereby amended to read( as follows:

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

"(A) domestic building aand loan associations,
"(B) cooperative banks without capital stock organized and

operated for mutual purposes and without profit, or
"(C) mutual savings banks not having capital stock repre-

sented by shares;".
(c) EXEMPTIONS FROM ExCEss PROFITS TAX.-Section 454 (corpora-

tions exempt from the excess profits 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 operatedfor mutual purposes and without profit."

(d) FEDERAL SAVINGS AND LOAN ASSOCIATIONS.-Section 5 (h) of
the Home Owners' Loan Act of 1933, as amended (12 U. . 0. 1464 (h)),
is hereby amended by striking out "date)" and inserting in lieu thereof
the following: "date, and except, in the case of taxable years beginning
after December 31, 1951, income, war-profits, and excess-profits taxes)".

(e) BAD 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 ca.-e 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, 1951. 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 in 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 taxable 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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at the close of such year exceeds the slum of its surplus, undivided profits,
and reserves at the beginning of te taxable year."

(f DIvIDENDS PAID TO l)EposrIORs.--Section 23 (r) relatingg to
the deductions from gross income of certain dividends paid by banking
corporations) is hereby amended to read as follows:

"(r) D)IVID)ENDS PAID BY BANKING CIORPORATIONS.-
"(1) In theccase of mutual savings banks, cooperative balks, and

domestic building 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 dividendss paid by certain other banking
corporations, see section 121."

(g) DEDUCTION FOR REPAYMENTT OF CERTAIN LOANS.-Section 23
(relating to deductions from gross income) is hereby amended by adding
at the end tlhreof the following:

"(dd) IEPAYMENT IY MUTUAL SAVINGS BANKS, ETC., OF 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 lSthout capital stock organized and operated for mutual
purposes and without profit, amounts paid by the taxpayer during the
taxable year in repayment of loans made prior to September 1, 1951, by
(1) the United States or any agency or instrumentality thereof which is
wholly owned by the united States, or (2) any mutual fund established
under the authority of the laws of any State."

(h) DEFINITION OF BANK. -Section 104 (a) (relating to definition of
bank) is hereby amended by inserting at the end thereof the following:
"Such term also means a domestic building and loan association."

(i) DEFINITION OF DOMESTIC BUILDING AND LOAN ASSOCIATION.-
Section S797 (a) (relating to definitions for the purposes of the Internal
IRevlenue Code) is hereby amennded by adding at the end thereof thefollowing
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 aul loan association, substantially all the business
of which is confined to making loans to members."

(j) EgVF:CTIVE DATE.-The amendments made by this section shall
be applicable only with respect to taxable years beginning after De-
cember 31, 1951,
And the Senate agree to the same.
Amendment numbered 46:.
That the House recede from its disagreement to the amendment of

the Senate numbered 46, and agree to the same with the following
amendments:
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 monthfollowing
the close of such year shall be considered as made on the last day of such
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 amendmments, strike

out (the quotation marks and insert the following: This subsection
shall not apply in the cases oq any corporation includingg 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 G."
On page 69 of the Senate engrossed amendments strike out line 1

and all that 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:
lThat the House recede from its disagreement to the amendment of

tlhe 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:

"(i) in the case of sand, gravel, slate, stone (including
pumice and scoria), brick and tile clay shale, oyster shell,
clam shell granite, marble, sodium chloride, and, if from
brine wells, calcium chloride, magnesium chloride, and
bromine, 6 per centum.,

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

"(iii) in the case of metal mines, aplite, bauxite,
fluorspar, flake graphite, vermiculite, beryl, garnet, feld-
spar, mica, talc (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, 15 per
centum, and

And the Senate agree to the same.
Amendment numbered 54:
That the House recede from its disagreement to the amendment of

the 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 "50 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 65:
That the House recede from its disagreement to the amendment of

the Senate numbered 55, 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 EXCLUSION; and the Senate agree to the
same.

90721-51-2
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AIendmllent 111numbered 59:
'h'lat the IIouse rece(le from its disagreementt to the amendment of

the Senllate Itnu)mblere(l 59, and ngree to the sameI) with an amendment
as follows:

Strike olt the matter p)roplose(l to I)e stricken out I)y tlie Senate
anll(l(,i(lent, a1ld insert I1ie followillg: In the case of any taxable
year begi'iiinrg after October 31, 1951, and before Norember 1, 1953, there
shall be (ascert(ai ed, in lieu of the amount complute(ld under the preceding
sentence, (.a amount equally to 2 per ce tllum of the excess of the net long-
term capital (iain orer the net shlort-lerim capital loss.

A;l( tlie Selaiite agree to the si' I.
Amendment nImillere(dl 64:
l'lat telc Iloulse rec((le from its (lisagreemcent to the amecl(ndment of

thelSenate lnumlber(ed (4), andl agree to tle same with an amendment as
follows:
On page 79 of the Senate engrossed amen(dmlents strike out all after

"poultry" in line 14 to and including "acquisition" in line 17; and
tle,Senate agreeCto lthl same.
Amendment lnllmbil)el 67:
That the House recede from its disagreement to the amendment of

the Senate numllbere(d 67, andl agree to tlhe same with an amendment
as follows:

InI li(il of t.le 1at1tte' prol)osedl to be inserted by the Slenate amienld-
lmenl insert tlie following: Th.ls paragraph shall '1not apply to inlcomne real-
ized by the owner alc a co-ad(venturer, partner, orprincipal in the mining of
such. coal. The date of disposal of such coal shall be deemed( to be the date
such coal is mined. In determining the gioss income, the adjusted gloss
income, or the net income of the lessee, the deductions allowable with respect
to rents and royalties s/hall be determined( without iega(rd 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 ,ubchapter A of chapter
2 (including the coomputation 'under section 117 (c) (1) of a tax in lieu of
the tax; inposedl by section 600)

And( t Senateagree to the same.
Amendment nnumbered 77:
That theo House recede froln its disagrelement to the amendment of

the Senate numbered 77, and agree to tl o same with an amendment as
follows:

Strike out tlhe matter proposed to be stricken out by the Senate
amenIdment and insert the following:
SEC. 328. TREATMENT OF GAIN ON SALES OF CERTAIN

PROPERTY BETWEEN SPOUSES AND BETWEEN
AN INDIVIDUAL AND A CONTROLLED COR-
POR4TION.

(a) DISALLOWANCE OF CAPITAL GAIN TREATMENT.-Section 117
(relating to capital gains and losses) is hereby amended by adding at the
end thereof the following new subsection:

"(o) GAIN FROM SALE OF 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 described 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
minor grandchildren;

any gain recognized to the transferor from the sale or exchange of
such property shall be considered as gain from the sale or exchange
of property which is neither a capital asset nor property described in
subsection (j).

"(2) SUBSECTION 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) EFFECTIVE DATE.-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 S, 1951.
And the Senate 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 829
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 5 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 FOR TAXABLE YEAR BEGINNING BEFORE 1948.-So much
of subparagraph (A) of section 122 (b) (2) (relating to the amount of
carry-overs) as precedes "the taxpayer" is hereby amended to read as
follows:

'(A) Loss for Taxable Year Beginning Before 1948.--Except as
provided in subparagraph (D), if for any taxable year beginning
before January 1, 1948,".
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(b) ALLOWANCE OF THREE-YEAR Loss CARRY-OVER FROM TAXABLE
YEARS 1948-1949.-Section 122 (b) (2) (relating to the amount of
carry-over) is hereby amended by adding after subparagraph (B) the
following new.subparagraphs:

"(C) Loss for Taxable Year Beginning After December 31, 1947,
anr Before January 1, 1950.-If for any taxable year beginning
after December 31, 1947, anl before January 1, 1960, the taxpayer
has a 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,.
ij any, of the amount of such net operating loss over the sum of the
net income for each of the intervening years computed-

"(i) with the exceptions, additions, and limitations provided
in subsection (d) (1), (2), (4), and (6), and

"(ii) 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 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, 1950, shall be reduced by the sum of the net income for
each of the two preceding taxable years computed-

"(iii) 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
the succeeding taxable year, and without regard to any reduction
specified in subsection (c).

"(1) Loss for Taxable Year Beginning After December 31, 1946,
and Before January 1, 1948, in the Case of a Corporation. Which
Commenceld Business lfter December S1, 194t.-If or any taxable
year beginning after December 31, 1946, and before January 1, 1948,
a corporation which commenced business after December S1, 1945,
has a net operating loss, such net operating loss shall be a net
operating/ 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--

"(i) with the exceptions, additions, and limitations provided
in subsection (d) (1), (2), (4), and (6), and

"(ii) 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 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, 1946, shall be reduced
by the sum of the net income for each of the two preceding taxable
years computed-

"(%ii) 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)."

(c) EFFECTIVE DATE.-The amendments made by this section shall be
applicable in computing the net operating loss deduction for taxable
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 331; and the Senate agree to the same.
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: 50 per centum or more
And the Senate agree to the same.
Amendment numbered 82:
That the House recede from its 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 3SS; 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 S34; 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 engrossd amendments, strike

out "334" and insert 835
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 1SOA (d) (2) and
(S)) 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.
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Amendment( numl)ered 86:
'I'lint tlhe louse rece(le from its disagnreemc nt to the amnlcend(lmelnt of

the Senate numll)lere(I 86, alnl agree to tice same withil la amendliment
as follows:

I11 licl of tlile matter lproposed( to be inserted by thlc Senate aienl-
menl t il)serlt the1 following: 337; anl(d t e Sellate agree to tlse same.

Amenl(lment nilumered 88:
Tliat tile Ilouse rcede from its disagreement, to tile amen(llmellt of

tile S(enate numbered 88, andl agree to the same witl an iamncl(liment
as follows:
On I)age 97, line 4, of tllc Senate engrosscd amendments, strike out

"3:37" and(l ilscert 33S; aln(l tlle Sellate agree to tlle same.
Amelndnient lnumblered 89:
'1'llat tc louse r'ece(de from its disagreement to tllc lalen(ldment of

the Senate numbered 89, and agree to tile same with an niamendmeint
as follows:
On page 98, line 4, of tice Senate engrossed amendments, strike out

"338" and insert 339; andl the Senate agree to the same.
Amendment numbered 90:
'That tlh IlHouse recede from its disagreement to the amcnlmecnt of

tlie Senate numbered 90, and agree to tle same witl an amendment
as follows:

In lieu of tlhe matter proposed to bc inserted by tice Senate amend-
ment insert thle following: 3/S0; and the Senate agree to the same.
Amendment numbered 91:
lThat the house recede from its disagreement to the airendmcnt of

the Senate nulmbleredl 91, and agree to the same with an amcntlnncnt
as follows:

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

(c) lFF''Ct'Il'v iDATE,-.---'The amendments made by this section shall be
applicable with respect to taxable years beginningafter December 31,
1950. lThe determination as to whether a person shall be recognized as a
partner for income tiaxl' purposes for ainy taxable 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 respect to taxable years beginning before January 1,
1951. In applying this subsection where the taxable year of any family
partner is different fromthe taxable year of the partnership-

(1) {f a taxable year of the partnership beginning in 1950 ends
within. or with, as to all of the family partners, taxable years which
begl in 1951 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 in. 1950, an

(2) if a taxable year of the partnership ending in 1951 ends'within
or w'thla taxable year of any family partner which began in 1950,
then the amendments made by this section shall not be applicable
Swth respect to any of the distributive shares of income derived by the
family partners from such taxable year of the partnership.

And the Senate agree to the same.
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Amendment numbered 92:
That the Iouse recede from its disagreementt to the amendment of

the Senate nIumbered 92, and agree to tile same with thei following
amendments:
On page 103, line 5, of tleo Senate engrossed amendments, strike

out "340" and insert 3/1l.
On page 106 of tie Senate engrossed amendments, strike out all

after line 3 over to and including line 23 on page 110 and insert:
"(3) TAX ADJUSTMENT MEASURED BY PRIOR BENEFITS.-If

the provisions of this parragraph are applicable to the taxable year
pursuant to an election made by the taxpayer under the provisions
of paragraph (5)-

"(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 (a) as destroyed or seized in 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
seized, the fair market value of 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 interest was considered under subsection, (a) as destroyed or
seized. The amount of the recovery determined under this
subparagraph shall be reducedfor 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 tn respect of which the recovery was received,
ij the taxpayer for any previous taxable year chose under sub-
section (b) (2) to treat such obligations or liabilities as discharged
or satisfied outo! such property, and such obligations or
liabilities were not so discharged or satisfied prior to the date
oJ the recovery.

"(B?) Adjustment for Prior Tax Benefits.-f77iat part of the
amount of the recovery, in respect of any property considered
under subsection (a) as destroyed or seized, which is not in
excess of the allowable deductions in prior taxable 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 in respect of the same
property) shall be excluded from gross income for the taxable
year. of the recovery for the purpose of computing the tax under
this chapter and chapter 2; but there shall be added to, and
assessed and collected as a part of, the tax unler this chapter
for the taxable year of the recovery the total increase in the tax
under this chapter and chapter 2 for all taxable years which
would result by decreasing, in 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
in section 22 (b) (12)) with respect to any prior year, and shall
provide for the case where there was no tax for the prior year,
but 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 Efor any taxable year
shall not be affected.

"(C) 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 from 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
seizure and shall be recognized or not recognized as provided
in section 112 (f).

"(D) Recoveries Treated as Gross Income for Certain Pvr-
poses.-For the purposes of sections 51, 52, and 3801 (b) the
recovery in the taxable year of any money or property in respect
of property considered under subsection (a) as destroyed or
seized in any prior taxable year shall be deemed to be an item
includible in gross income for the taxable year in which the
recovery is made.

' (1t) 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) (S) by reason of any recovery of money
or property in respect of property to which such interest 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 (3) of this subsection such restoration shall be
treated as the recovery of the same interest considered under subsec-
tion (a) as destroyed or seized.

" (5)- ELECTION BY TAXPAYER FOR APPLICATION OF PARAGRAPH
(3).--If the taxpayer elects to have the provisions of paragraph (3)
applicable to any taxable year in which he recovered any money or
property in respect of property considered under subsection (a) as
destroyed or seized, the provisions oJ paragraph (3) shall be appli-
cable to all taxable years oJ 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 time oa the Secre-
tary may by regulations prescribe, except that no election under this
paragraph may be made after December 31, 1962, unless the taxpayer
recovers money or property (in respect of property considered under
subsection (a) as destroyed or seized) luring a taxable year ending
after the date of the enactment of the Revenue Act of 1951. If pur-
suant to such election the provisions of paragraph (3) are applicable
to any taxable year-

"(A) the period of limitations provided in sections 275 and
276 on the making of assessments and the beginning of distraint
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or a proceeding in court for collection shall not, with respect
to-

"(i) the amount to be added to the tax for such taxable
year under the provisions of paragraph (S), and

"(ii) 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-
visions of subection (d) (2),

expire prior to the expiration of two years following the date
of the making of such election, and such amount and such
deficiency 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) in case refund or credit of any overpayment resulting
from the application of the provisions of paragraph (3) to such
taxable year is prevented on the date of the making of such elec-
tion, or within one yearfrom such date, by the operation of any
law or rule of law (other than section 3761, relating to com-
promises), refund or credit of such overpayment may, never-
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 making
by the taxpayer of an election under this paragraph, no interest shall
be paid on any overpayment resulting from 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
six months following the date of the making of such election by the
taxpayer."

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 (o) (8) Is APPLICABLE.'-In the case of a taxpayer who
has made an election under the provisions of subsection (c) (6), the
baois 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) (determined without regard to the last sentence
thereof), reduced by such part of the gain under subsection (c) (3)
(C) which is 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 HIouse 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 S42; and the Senate 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) REMOVAL OF LIMITATION.-Section 122 (d) (5) (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,
in respect of property, if the losses arise from fire, storm, shipwreck, or
other casualty, or from theft."

(b) EFFECTIVE DATE.-rThe amendment made by this section shall be
applicable in computing the net operating loss deduction for taxable years
ending after December 31, 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 lieu 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 a member of the military or natal forces of the United
States or of any of the other United Nations, there shall be allowe as a
deduction in computing the net income 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) whzch was accumulated for such beneficiary if-

(1) the income accumulated uas-for a taxable year of the trust
which ended with or within a taxable 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 beneficiary died, the income
accumulated was for the period in such taxable yeor prior to the
death of such beneficiary; and

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

(3) the income for such taxable year accumulated for the bene-
ficiary, 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.

And the Senate agree to the same.
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Amendment numbered 99:
That the House recede from its disagreement to the amendment of

the Senate numbered 99, 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. 346. LIFE INSURANCE DEPARTMENTS OF MUTUAL

SAVINGS BANKS.
(a) COMPUTATION OF TAX.-Suppleen t A of chapter I is hereby

amended by adding at the end thereof the following new section:
"SEC. 110. MUTUAL SAVINGS BANKS CONDUCTING LIFE

INSURANCE BUSINESS.
"(a) ALTERN.ATIVE 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 issuing 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
imposed by sections 13 and 15, or section 117 (c) (1), a tax consisting of the
sum of the partial taxes determined under paragraphs (1) and (2):

"(1) 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 ij 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 items 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.

1"(b) LIMITATIONS OF SECTION.-The provisions 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)."

(b) TECHNICAL AMENDMENT. -Section 13 (relating to normal tax on
corporations) is hereby amended by adding at the end thereof the following
new subsection:

"(f) MUTUAL SAVINGS BANKS CONDUCTING LIFE INSURANCE
BUSINESS.-For special tax, in lieu of the taxes imposed by this section
and section 16, in the case of a mutual savings bank conducting a life
insurance business, see section 110."

(c) EFFECTIVE DATE.--The amendments made by this section shall be
applicable only with respect to taxable years beginning after December 31,
1951.
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:
On page 120, line 17 of the Senate engrossed amendments, strike

out "'348" and insert S37.
On page 120, line 23, of the Senate engrossed amendments, strike

out "the taxable year" and insert a taxable year beginning before
January 1, 1963
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 NET 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 organization described
in section 3813 (a) (2) which is ea 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 with respect to such organization, such organization
shall, for taxable years beginning before January 1, 1964, be allowed a.
deduction in an amount equal to the portion of the gross income of such
partnershipfrom such unrelated trade or business whzch such organization
is required (by a provision of a written contract executed by such organi-
zation prior to January 1, 1950, which provision expressly deals with
the deposition of the gross income of the partnership) to pay Within the
taxable year in discharge of indebtedness incurred by such organization
in acquiring its share of such trade or business, or to irrevocably set aside
within the taxable year for the discharge of such indebtedness (to the
extent that such amount has been so paid or set aside) if (i) such partnership
was formed prior to January 1, 1960, for the purpose of carrying on such
trade or business, and (ii) 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, 1950."

(b) EFFECTIVE DATE.-The amendment made by this section shall be
applicable with respect to taxable years beginning after December 31, 1960,
and prior to January 1, 194.
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" and insert 349; and the Senate agree to the same.
Amendment numbered 104:
That the House recede from its disagreement 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,

1951) which is exempt under section 101 (6) and which is
operated for the purpose of conducting an annual chau-
taugua program of educational, cultural, and religious
activities at a permanent location-

And the Senate agree to the same.
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Amendment numbered 107:
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:
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.
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
On page 127, line 18, of the Senate engrossed amendments strike

out "April" and insert July
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.

(a) REDUCTION IN RATE.-Section 2000 (a) (relating to tax on
tobacco and snuff) is hereby amended by striking out "18 cents per
pound", wherever it appears therein, and inserting in lieu thereof "10
cents per pound".

(b) EFFECTIVE DATE.-The amendment made by 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: --Restore the matter proposed to be stricken out by the Senate amend-
ment and on page 111 of the House engrossed bi, after line 16, in-
sert: On and after April 1, 194, the tax impoed by this ection hall be
1% cents a gallon in lieu of $ cents a gallon.
And the Senate agree to the same.
Amendment numbered 121:
That the House recede from its disagreement to the amendment of

the Senate numbered 121, and agree to the same with an amendment
as follows: - .
On page 130, line 18, of the Senate engrossed amendments, strike

out "January" and insert April; and the 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 tieo 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 amendment of

the Senate numbered 128, and agree to the same with an amendment
as follows:
On page 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 Senate 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 strike out "Janu-

ary" in lines 1 and 8 and insert April; and the Senate agree to the same.
Amendment numbered 137:
That theo House recede from its disagreement to the amendment of

the Senate numbered 137, and agree to the 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 amendment of

the Senate numbered 141, and agree to the same with the following
amendments:
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 April
On page 133, line 20, of the Senate engrossed amendments, strike

out "February" and insert Alay
On page 134, line 2, of the Senate engrossed amendments, strike

ont "January" and insert April
And the Senate agree to the same.
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Amendment numbered 142:
That the House recede from its disagreement 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: 655; 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: 456; 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 18, of the Senate engrossed amendments, strike

out "December 31, 1953" and insert March 31, 1954
And the Senate agree 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-
ment 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:
On page 136, line 18, of the Senate engrossed amendments, strike

out "461" and insert 471
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:
That the House recede from its disagreement to the amendment of

the Senate numbered 166, and agree to the same with an amendment
as follows:
On page 137, line 13, of the Senate engrossed 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:
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:
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 page 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, 1954, the rate shall be 10 per centum;
fishing rods, creels, reels, and artificial lures, baits, and jeies; 10 per
centum."
And the Senate agree to the same.
Amendment numbered 176:
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

the 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 foUlwing: by rkn o "Ectric direct noqor4r'wen
fans and air citculaors;" andAinserzng tn lieu thkreof 'Electric direct
motor-driven fans and air cirulatrs (not of the indtrial type); and th
following appliances of the khusehold type:'~, (2); and the Senate agree
to the same. .
Amendment numbered 179:
That the House recede from its disagreement 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 following: (3), and on page 139 of,the House engrossed
bill, in lines 3 and 4, strike out "and the following appliances of the
household type:"; and the Senate agree' t the same.
Amendment numbered184:*
That the House recede from its disagreement to the amendment of

the Senate numbered 184, and agree to the same with. an amendment
as follow ; ,, ,,

Restore the matter proposed to be stricken out by the Senate amend-
ment, omit thematter 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 same.
Amendment numberied 185: ,
'That the Iouse ece'de.from its disagreement to the amehndment of

the Senate numbered 185, 'and agree to the same with an' amendment
as follows:

In lieu of the matter proposed to be inserted by the' Senate anmend-
ment insert the following: 487; and the Senate agree to the:same.
Amendment numbered 188:
That th6 iHots'e recede from its disagreement to the amendment of

the Senate numbered 188, and agree to the same with an amendment
as follows:' .In lieu of the matter proposed to be inserted by the Senate amiond-
ment insert the following: '16; anrd the Seriate agree to the same.
Amendment numbered 191: , ,

That the House recede from its disagreement to the amendment of
the Senate numbered 191, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be in'srted tne ienaeaend-t
meant inerti the following: 488';and theSenate agree;to'theatsi
Amendment numbered 193: ; ,;
That the House rtcdeifrom.ite disagreement to the amendment of

the Senate numbered. 193, and agree to. the:same within amendment
as follows:
In liu. of the mattr proposed, to be inserted by me Senate amend-

meit insertfltefo6: in:'89; tid he Senateagrae.dt'the ai'm.me)''metP''''....''"" ' ' '....

90721--1--8
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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.
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 lieu 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:
That the House recede from its disagreement to the amendment of

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 gasoline. The
provisions of section 443 shall be applicable to the floor stocks ta imposed'
by this subsection so as to entitle, subject to all the provisions of such
section, (1) any manufacturer or producer to a refund or credit of such tax
under subsection (a) (1) of such section, and (2) any person paying such
floor stocks tax to a refund or credit thereof where gasoline is by such
person or any other person used or resoldfor any of the purposes specified
in subparagraphs (A) (i), (ii), and (iii) 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 April
On page 145, line 16, of the Senate engrossed amendments, strike

out "April" and insert July
On page 146, line 9, of the Senate engrossed amendments, strike

out "January" and insert April
And the Senate agree to the same.
Amendment numbered 200:
That the House recede from its disagreement to the amendment of

the Senate numbered 200, 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 210:
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.
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Amendment numbered 211:
That the House recede from its disagreement to the amendment of

the Senate numbered 211, and agree to the same with' n amendment;
as follows: '.

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 493; and the Senate agree to the same. ',"
Amendment numbered 2i3: ; i - i
That the House recede from its disagreement to the amendment of

the Senate numbered 213, and agree to the same with an',amendment
as follows:
On page 148, line 15, of'the'Senate engrossed amendmeiits', strike

out "484" and'insert 494; and the Senate agree to the same.
Amendment numbered 214:
That the House-recede from its disagreement to the amendment of

the Senate numbered 214, and agree to the same with the following
amendments:
On page 149 line 16, of the Senate engrossed amendments, strike

out "485" and insert 49 -

On page 149 of the Senate engrossed amendments,' after'the quota-
tion marks in line 24 insert the following: The determination' as to the
applicability of the tax imposed by section 3475'in"the casewe of the- tran-
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 subsectionis not expressly appli-
cable to the transportation of such other excavted material.i
And the Senate agree to the same. :
Amendment numbered 21i:
That the House recede from its disagreement.to the amendment of

the Senate numbered 215, and agree to the same with an.amendment
asfollows:.

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 96; and the Senate agree to the same.
Amendment numbered 216:
That the House recede from its disagreement toth'e amekidment of

the' Senate numbered .216, and agree to the same withth:4e"following
amendments:;
On page 150, line 8, of:the' Senate engrossed amendments, strike

out.' 487 and' sert 9*. ': '.T
On1pagd 150' of the Senate' engrossed amendmehits strike out

"January' min es 15 an4d22 andinser-April .' ;'
On page 151i of the Senate enigrosse amendimenit, siiike out

"January" in lines 10 and 18 and insert Apri
And" the senateagree't the same.
Amenoment numbered 7:, .^- \..'4 X.i';
That the House recede from its disagreement otthe amendment of

the Senate numbered 217, and agree to the same with an amendment
as folows: i't1.A ! Ts a t it t

On page 151, line. 22, of thb Senate 'engrosadIs ndments, strike
out '488 ' and insert 498; and the Senate agrei to fhb same.
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Amendment numbered 219:
That the House recede from its disagreement to the amendment of

the Senate numbered 219, 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. 501. MAXIMUM TAX FOR NEW CORPORATIONS.

Section 430 (relating to imposition of tax) is hereby amended asfollows:
(1) By adding at the end of subsection (a) thereof, as amended by

section 121 of this Act, the following:
"(S) in the case of a corporationfor which an amount is determined

for the taxable year under subsection (e), the amount determined under
such subsection."

(2) By redesignating subsection (e) as subsection (f); and
(3) By inserting after subsection (d) the following new subsection:

"(e) NEw CORPORATIONS.-
"(1) ALTERNATIVE AMOUNT.-In the case of a taxpayer which

commenced business after July 1, 1945, and whose fifth taxable year
ends after June 30, 1960, the amount referred to in subsection (a)
(3) shall be-

" (A) If the taxable year is the first or second taxable year of
the taxpayer, an amount equal to 5 per centum of the excess
profits net income for the taxable year, except that if the excess
profits net income exceeds $800,000, the amount shall be the sum
of $16,000 plus the amount determined under subparagraph
(E) of this paragraph.

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

"(aa) If the taxable year is the fourth taxable year of thetax-
payer, an amount equal to 11 per centum of the excess profits
net income for the taxable year except that if the excess profits
net income exceeds $300,000, the amount shall be the sum of
$33 000 plus the amount determined under subparagraph (E):
of this paragraph.

"(D) If the taxable year is the fifth taxable year of the tax-
payer, an amount equal to 14 per century of the excess profits,
net income for the taxable year, except that if the excess profits
net income exceeds $300,000, the amount shall be the sum of
$42f00 plus the amount determined under subparagraph (X)
of this paragraph, .

"(E) The amount determined under this subparagraphshall
be-

"(i) if the taxable year ends before April 1,'195, an
amount equal to 15 per centum of the excess 'oqf the excess
profits net income for the taxable year over $800,000.

(ii) if the taxable year begins on January 1, 1961, and
ends -on December 31, 1691, an amount equal to 17Y~ per
centum of the excess; of th exess profits net income for the
taxable year over $300,000.
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'(iiit) if the taxable' year (other than a taxable year de-
scribed in clause (i)) ends after March 31, 1961, an
amount equal to 18 per centum of the excess of the excess
profits net income for the taxable year over $300,000.

(2) FIrSTrFIVE TAXABLE YARS.-For the purpose of this ub-
section--

"(A) The taxable year in which the taxpayer commenced
business and -the first, secondd, third, and fourth succeeding tax-
able years shall be considered its first, second, third, fourth, and
fifth taxable years, respectively.

"(B) 'The taxpayer shall be 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-
graph was in existence, and the taxpayer shall be considered to
have comme'ned business on the earliest date on which it or any
such corporation commenced business:

"(i) Any corporation which during or prior to the tax-
able year was a: party wih 'the taxpayer to a tratisaction
described in section 446 '(g)' (2) (A), (B), or (0), deter-
mined as if the 'date' 'Julyl, 194' were substituted for
the date 'December ', 1960' in section 445 (g) (2) (C);

"(ii) Any corporation if a group of not more thanfour
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
close of 'the taxable year;, but only f at any time, during
such period (and whilesuch persons controlled suh cor-

poration) such corporation ,was engaged in a trade or
business substdanially similar to the trade or business of
the taxpayer during the taxable year. For the purpose of
this clause, the.term 'control' means the owverhipl f/morethan60 per centum of the total combed voting powfr
of all classes of stock entitled to 'vote, or:moe, tinSQ 'per
centum of the total vaue of shares of acla as.es, o stock.
A personshall not be considered a, mrber of the group
referred toinnthis clause unless ung thi peri referred
to in this clause he ownsstock in such corporateo at a
time when the members of the groupcontrol' such crpora-
tion and he owns stock in the taxpayer at a- time when the
members of the group control the tOpayer: For tie puriose
of this't clause,:te :owners'hptof stock shall be determined
in accordance with 'theprovision n of section. 608,'excpt
that constructive ownership inder section 603 (a).(2) shal
be determined only 'with respect to the individual s spouse
andminor'chwirebn'.3 '. '* i

(ini)I'n 'cease',the taxpayer uringoR prior io the taxable
year wa a prhsingcorporaii.(s 4fidneid'n partIV)p
the sealinrg c*.poratun (s8'defined I uch\p ) w1hse
propeirtesi.wereca-cquq redin t parti*tra'eo b
this clause shall not apply unles for:t taxable year or

for anypreceding table year the conditions o para-
graphi (1), (), and (s) of sctin 474 (c) were satisfed
respect to such transaction.
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"(iv) Any corporation which, under regulations pre-
scribed by the Secretary, is determined by one or more addi-
tional applications of clauses (i) to (iii) 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, 1960, the adjusted basis
for determining gain upon sale or exchange of the aggregate
assets theretofo e acquired by the taxpayer in transactions
described in clauses (i) and (iii) (or acquired in the ordinarycourse of business in replacement of such assets) and held by it
ai 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 disregaded in
determining the date as of which the taxpayer shall be considered
to have commenced business.

"(3) LIMITATION.-The provisions of paragraph (1) of this
subsection shall not apply to a taxpayer which derives more than
50 per centum of its gross income (determined without regard to
divuiends and without regard to gains from sales or exchanges of
capital assets) for the taxable year from contracts and subcontracts
to which the provisions of title I of the Renegotiation Act of 1951
(or the provisions of any prior renegotiation act) (ire applicable."

And the Senate 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 Penate engrossed amendments insert,

after "corporation", tlhe following: at the time it renders such services
or assistance
On page 160, line 12, of the Senate engrossed amendments strike

out "renders" andflsert rendered
On page 160, lifii 19, of the Senate engrossed amendments strike out

"constitutes" aInd insert constituted
On page 161, line 1, of the Senate engrossed amendme nts strike out

"owns" anid insert the following: at the time it rendered such services or
assistance owned

Anid the Senate agree to the same.
Amendment numbered 221:
That the House recede from its disagreement to tlhe amendment of

the Senate numbered 221, and agree to the same with an amendment
as follows:
On page 161, line 17, of the Senate engrossed 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 January, February, and March of 1960 shall be
computed by use of the 'weighted excess profits net income', as defined in
section 4S6 (e) (2) (E), for the taxable 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 disagreement to the amendment of

the Senato numbered 222, and agree to the same with the following
amendments:
On page 164, line 4, of the Senate engrossed amendments strike

out "regulation' and insert regulations
On page 165, line 4, of the Senate engrossed amendments strike

out the period and quotation marks and insert the following:;, and
such monthly excess profits' net income shall be in lieu of the monthl)
excess profits net income determined under paragraphs (1) and (2) of
section 462 (b)."
And the Senate agree to the same.
Amendment numbered 224:
That the House recede from its disagreement to the amendment of

the Senate numbered 224, 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. 506. ADJUSTMENTS FOR CHANGES IN INADMIS-

SIBLE ASSETS IN CASE OF BANKS.
(a) AMENDMENT OF SECTION 435 (g).-Section 435 (g) (relating to

net capital addition or reduction) is hereby amended by redesignating
paragraph (8) as paragraph (11) and by adding after paragraph (7)
the following new paragraph:

"(8) ADJUSTMENTS FOR CHANGES IN INADMISSIBLE ASSETS IN
CASE OF BANKS.-In the case of a bank (as defined in section 104)-

"(A) If the increase in total assetsfor the taxable year exceeds
the net capital addition computed without regard to the adjust-
ment under paragraph (1) for an increase in inadmissible
assets, then the net capital addition for the taxable year shall
not be less than the excess of-

"(i) the amount determined under the first sentence of
paragraph (1) over

' (ii)-an amount wkich bears the same ratio to the increase
in inadmissible assets fo the taxable-eear, determined under
paragraph (5), as the amount computed under such first
sentence bears to the increase in total assets or the taxable

· Year.'"(B) If the decrease in total assets for the table year
exceeds the net capital reduction computed without regarditoI
the adjustment under paragraph (2) for a decrease in ada'd
missible assets then, the net capital reduction for the taxable
year shall iot be less than the excess of- , i

"(i) the amount determined under th'efirst sentence of
paragraph (2) over ;

"(ii) an amount which bears the -same ratio to thi de-
crease in inadmissible .assets for et'aable year,-de.ted
mined under paragraph (5), as the amount computed..uer.
such first. sentence bears to the 'decrease in total assetsefor
the taxable year. a ,'; ;' ','\ -. ,:- i ,, :',: ,'

For the purpose of tis,.paragraph .the increase. or decree' in total
assets for the taxable yearishall be. computed in the 'sare manner as
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the increase or decrease in inadmissible assets for the taxable year is
computed under paragraph (5), 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 SECTION 488.---Section 438 (relating to new
capital credit changes) is hereby amended by adding after subsection (f)
the following new subsection:

"(g) ADJUSTMENTS FOR INADMISSIBLE ASSETS IN CASE OF BANKS.-
In the case of a bank (as defined in section 104), if the increase in total
assets for the taxable year (determined in the manner provided in the last
sentence of section 435 (a) (8)) exceeds the net new capital addition com-
puted without regard to the adjustment under subsection (b)for an increase
in inadmissible 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 inadmissible assets for the taxable year, determined under
section 4t36 (g) (5), as the amount computed under such first sentence
bears to such increase in total assets for the taxable year."

(c) AMENDMENT OF SECTION 486 ( ).--Section 456j () (relating tb
capital additions in base period) is hereby amended as follows:

(1) By inserting immediately 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:
"For special rule in the case of banks, see paragraph (6)."
(3) By renumbering paragraph (6) as paragraph (7), and by

adding immediately after paragraph (5) the following new para-
graph:

"(6) YEARLY BASE PERIOD CAPITAL OFRANKS.-In the case of a
bank (as defined in section 104), the yearly base period capital for
any taxable 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 inadmissible assets). For the purpose of this sub-
paragraph, the computation under section 440 (b) shall include
only the daily amounts (described in such section) for the first
day of such taxable year.

(d) EFFECTIVE DATE OF SUBSECTION (c) (3).-The amendment made
by subsection (c) (3) (adding a new paragraph (6) to section 435 (f))shall be applicable with respect to taxable years lieginning 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 30, 1950.
And tho Senate agree to the same.
Amendment numbered 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:
On page 169 of the Senate engrossed amendments strike out lines 9

to 20, inclusive, and insert the following:
"(9) DECREASE I INADMI$SIBLE ASSETS.-.-

"(A) Except as otherwise provided 'in subparagraph (B)
(relating to banks), the excess of the amount computed under
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paragraph (A) or. (B), whiiever is aplicabl to the tax-
payr whether or not any amount is determined under the
first sentence of paragraph, ()), over the amount, ifany, com-
puted under the first',entence of paragraph ($) shall be con-
sidered the net capital addition for the taable year or. hall
be added to the net capital addition otherwise determined under
paragraph (1), as the case may be. The amount of the excess
so determined shal be subject to the exceptions and lmitations
provided in paragraph (10).

"(B) In the case of a bank (as defined in section 104), the
cormputation under subparagraph (A) sha8, be made by substi-
tutingfor the amount computed under paragraph(2) (A) or (B)
.whichversf . the following tcounts zs the lesser:.

"(i) An amount which bears the same ratio to the decrease
in inadmissible.e assets as ,the .sum of the equity capital
(as dfinedn,n section437 (c)) and the daily borrowed capital
(as defined in section 439 (b)),each determined as of the
first day of thefirst taxable year ending after June S0, 1950,
bears to,,tte otal assets as of the beginning of such day;

"(ii) I paragraph (8) (B) is applicable, the amount
t computed under paragraph ( (B)(B)(i).

And the Senate agree to the same.
Amendment numbered. 226:
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:
On page 172 of the Senate engrossed amendments strike out line

25 and alli that'follows over t6 'anid, including' the period in line 3 on
page'17^3and^ isEizrt thefollowing1:'Government obligations' means ob-
ligtptions described in'section,(b) (4) any part bf the interest from
which is'exclidWle j'rom gross income' or allowable as"(, credit against
net'iincome; but sumch'tm'8h includeonly" 'su 'obligations as in the
hands of the taxpayer are' popert' desc'ibed tnsection 117 (a) (1) (A).;
anid the Senate agree to the same.
Amendment numbered 227:
That the House recede from its disagreement to the amendment of

the Sehate numbered 227, aid agree to the same with an amendment
as follows: ,

On page:'175 of the Senate engrossed amendments strike out line 11
and all that follows thfougli line 17 onl page 177 and insert the follow-
ing ; ,\ *. ... '*:, ' ; I

'

.; - ,\ i · -

"(h) ALTERNATIVE AVERAGE BAsE PERIOD NM INfCOME.-
"(1) ELIGIBILITY REQUIzREMxN1S.-A taxpayer which com-

menced business on or before the first day of its bse period shall be
entitled to thebnets of this sbsection -

-a-S(Ac)el0tedd ($)is less mth vdper
centum of ond-alf of thgaaregate excess prqft net in6mW Pforoth ti g uWnde iii'r ; i4 {
!tiJBnmp0i
eruptedd or diminished because of fitel renetuwdithiniS ioeho
preceding (i) thefirt day of the I-month period selected under
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paragraph (2) (B) (i), or (ii) the first day of any period of 6 or
more consecutive months selected under paragraph (2) (B) (ii),
of events unusual or peculiar in the expeence of such taxpayer.

This subsectwi shall have no application unless the taxpayer has
an aggregate excess profits net income for the 24 months remaining
under paragraph (S) (B).

"(2) COMPUTATION.-If the taxpayer is entitled to the benefits
of this subsection, its average base period net income computed under
this subsection s/all be computed as follows:

"(A) By determining 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 period shall be considered a period of 36 consecutive
months.

"(B) By selectingfrom such period whichever of thefollowing
12 months results in the higher remaining aggregate excess
profits net income-

"(i) the 12 consecutive months the elimination of which
produces the highest remaining aggregate excess profits net
income, or

"(ii) the 12 months which remain after retaining the 24
consecutive months which produce the highest remaining
aggregate excess profits net income.

"(0) By computing for each of the 12 months selected under
subparagraph (B) a substitute excess profits net income com-
puted under subsection (e).

"(D) By computing the sum of--
"(i) the aggregate of the substitute excess profits net in-

come, as determined under subparagraph (0), for the 12
months selected under subparagraph (B), but the amount
computed under this clause shall not exceed one-half of
the aggregate excess profits net income for the 24 months
remaining under subparagraph (B), and

"(ii) the aggregate of the excess profits net income for
each of the 24 months remaining under subparagraph (B),
computed in the manner provided by the second sentence
of section 435 (d) (1).

"(lI) By dividing by three the amount ascertained under
subparagraph (D).

"(3) AGORROGAT EXCESS PROFITS NE INCOME.--The 'aggregate
excess x,'fits net income' for any period shall be computed for the
purposes of ti is subsection in the same manner as under sub-
section (b)."

And the Senate agree to the same.
Amendment numbered 228:
That the House recede from its disagreemout to the amendment of

the Senate numbered 228, and agree to the same with an amendment
as follows:
On pare 178 of the Senate engrossed amendments strike out line 10

and all that follows through tie word "the" in line 11 and insert The;
and the Senate agree to the same.
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Amendment numbered'2i '*:
That the House recede from its disagreement to the amendment of

the Senate numbered 231, and agree to the same with an amendment
as follows;
On page 181, line 3, of the Senate engrossed amendmeihts insert,

after "Comiission or", the following: if the rates fortsuch furnishingor sale are subject; and the Senate agree to the same.
Amendment numbered 234:. ,

That the Houserecede from its disagreement to the amendment of
the Senate numbered 234, and agree to the same with an amendment
as follows:.
On page 183 of the Senate engrossed amendments strike out-line 15

and all that follows through line 21 on page 184 and insert the
following:,

"(1) The adjusted basis of the taxpayer's total 'facilities (asdefined in section .444 (d)) as of the beginning of its base period(when added to the total facilities at such time of all corporationswith which the taxpayer has the privilege under section 141 of filinga consolidated returnfor its first table year under this subchapter)did not exceed $10,000,000;
"(2) The basis (unadjusted) of the taxpayer's total fcilities (as

defined in section 444 (d)) at the close of its base period was 250
per centum or more of the basis (unadjusted) of its total facilitiesat the beginning of its base period;

".() The percentage of the taxpayer's aggregate gross income
which was from, contracts with the United States, an, related sub-
contracts was (A) at least 70 per centumfor the period comprisingall.taxable years beginning after December 31, 1941, and ending
before Januauy 1, 1946, (B) !es. than 20 per centum for the period
comprising, all taxable years ending after December $1, 1946, and
before January 1, 1950, and (U) less than 20 iper centum for the
period comJrsing all taxable years ending after December 31, 1949,
and beginning before July 1, 1950, and

"(4) The average monthly excess profits net income of the tax-
payer (coputed in the manner provided in section .4 (e) for-

"(A) the period comparing all taxable years ending with
or within the last 24 months of its base period, and

(B) the last taxable year ending before the first day of its
base period,

are each 300 per centum or more of the average.monthly excess
profits net income (so computed) of the taxpayer for the period com-
prising all taxable years ending with or within tfihJrst 14 months
of its base period." '

And the Senate agree to thew ame.
Amendment numbered 235;:, ::;
That the House recede from its disagreement to theimendmont pft

the Senate numbered 236, and agree to, the same with an9amepdment
as follows:

In lieu of the matter proposed to be inserted by the Seate anmd-
ment insert the following:
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SEC. 517. BASE PERIOD CATASTROPHE.
Section 459, as added by section 616 of this Act, is hereby amended by

adding after subsection (a) thereof the following new subsection:
"(b) BASE PERIOD UATASTROPHE.-

"(1) ELIGIBILITY REQUIREMENTS,-A taxpayer shall be entitled
to the benefits of this subsection only if it was engaged throughout its
base period primarily in manufacturing and if-

"(A) the taxpayer suffered during the last thirty-st' months
of its base period a catastrophe by fire storm, explosio, or other
casualty which destroyed or rendered inoperatie a production
facility constituting a complete plant or plants having in the
hands of the taxpayer immediately prior to the catastrophe an
adjusted basis equal to 16 per centum or more of the adjusted
basis of all the taxpayer's production facilities 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

"(C) the taxpayer, prior to the end of its 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) COMPUTATION.-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 leser tax under this subchapter
for the taxable year for which the tax is being computed:

"(A) The amount computed under section 435 (d) by sub-
stituting for the excess profits net income for each month in the
taxable year in which the catastrophe described in paragraph
(I) occurred-an amount equal to the aggregate, divided by the
number of months in the base period preceding such taxable
year, of the excess profits net income for each month (computed
under section 413 (d) (1)) in the base period preceding such
taxable year. The average base; period net income computed
under this subparagraph shall, for the purpose of section 436
(a) (1) (B), be considered an average base period net income
determined under section 435 (d).

" (B) The amount computed under section 4e35 (e) (2) (G) (i)
and (ii)."

And the Senate agree to the same.
Amendment numbered 236:
That the House recede from its disagreement to the amendment of

the Senate numbered 236, and agree to the same with the following
amendments:
On page 187,'line 16, of the Senate engrossed amendments insert

after the semicolon the following: and
On page 188, line 2, of the Senate engrossed amendments insert

after the semicolon the following: and either : i
On page 188, line 9, of the Senate engrossed amendments strike out

"consolidation began; and" and insert the following: operations were
consolidated; or
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On page 188,1 line 21, of the Senate engrossed amendments strike
out' "consolidation began" and insert the following: operations were
consolidated
On page 188, line 23 of the Senate engrossed amendments insert

after the period the following: In determining such excess amount
proper adjustment s1ll be madefor increase in labor costs and newsprintfollowing such consolidatio. Proper adjustment shaU also be made
for any case in which a taxable year referred to in this subsection is a period
of less than twelve months.
And the Senate agree to the same.

Amendment numbered 237:
That the House recede from its disagreement 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 inserted by the Senate amend-
ment insert the following:
SEC. 619. TELEVISION BROADCASTING COMPANIES.

Section 459, as added by sections 616 to 618 of this Act, is herebyamended by adding after subsection (c) thereof the following new sub-
sections:,

"(d) TELEVISION BROADCASTING COMPANIES.-
"(1) IN GENsRAL.-In the case of a taxpayer engaged in the

business of television broadcasting throughout a period beginning
before January 91,19 and ending with the close of the taxable year,the taxpayer's average base period net income determined under this
subsection shall be the amount computed under paragraph ($) or
(s) whichever is applicable.'(I) IF XNOaoXD IN TLzEVISION BROADCASTING AT CLOSE OP
BASE PsRIoD,-If the taxpayer was engaged in the business of tele-
vision broadcasting at the close of its base period, the average base
period net income computed under this paragraph shall be computed
as follows:

"(A) If the taxpayer was engaged during its base period in
any business or businesses other than television broadcasting,
by computing the average base period net income under section
465 (d) for uch other business , or binesses (determined
without regard to income deductions, losses, or other items attri-
butable to the tlevision broadcasting business).

"( (B) By multiplying such part of its total assets (as denned
in section /44 (j)), for the last day of its base period, as was
attributable to the television broadcasting business by-

() the,, base, period rate o return determined undersection 447 (), for th industry chssification which
includes radio broadcasting, or, , , p
"(ii),if thetapayer Iw en.ôduri its baseperiodin0theh5inass of rOadro ati , it, individual rate

.of retun computed w ;.ragrh (4),s) i> ;whichever rg,* of returnproduces tepirter^ averagee base
period net iicome un this 4sPbetion, If the amount com-
puted under,\this subparagraph ,i comp uthby \th use of the
ra4 of, return p^fied in clce (i) tsaw uOw o computed
4aUb reuc¢4wy lnI&amna\ownl to coion of the
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total interest paid or incurred by the taxpayer, for the period of
12 mont following the close of its base period, a is attributable
to its television broadcasting business.
"(0) By. adding the amount computed under subparagraph

(B) to the amount, if any, computed under subparagraph (A).
"(3) COMMENOING TELEVISION BROADCASTING AFTER BASE PE-

RIOD AND BEFORE 1061.-If the taxpayer acquires its television
broadcasting business after the close of its base period and before
January 1, 1951, the average base period net income computed
under this paragraph shall be computed as provided in paragraph
(2), except that-

"(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 (f)), for the last day of the calendar month in which
it first engaged-in such business, as was attributable to such
business, and

"(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 asfollows:

"(A) By determining the amount of the taxpayer's total
assets (as defined in section t44 (f)) attributable to the business
of radio broadcasting for the last day of each month in its base
period.

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

"(O) By computing for each month in the base period the
excess proits net income of the radio broadcasting business
(determined withoilt 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 4.

"(D) By dividing the amount computed under subparagraph
(() by the amount computed under subparagraph (B).

"(6) RULES FOR APPLICATION OF SUBSECTION.-
"(A) For the purpose of section 435 (a) (1) (B), an average

base period net income determined under this subsection shall
be considered ans average base period net income determined
under section 4S35 (d); but, in computing the base period capital
addition under section 465 (f), the computations under such
section shall be adjusted, under regulations prescribed by the
Secretary, so as to exclude therefrom items attributable to the
television broadcasting business,

"(B) If any part of the total assets referred to in paragraph
(P) (B) or paragraph (8) (A), whichever is applicable, were
acquired, directly or indirectly, through the use of assets at
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
by eliminating from the excess profits ne income (computedfor
the purpose of paragraph (2) (A)) for each month prior to such
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acquisition such portion thereof as i atributable to the assets
used, directly or foir schsc quiition. For the pur-
pose of this sMbparagrapi, the excess prois net income or any
month shall be attributed to such assets on the basis of the rti,
as of the beginning of the day of the acquisiion, of such asstss
to total assets (as defined in section 4 '(f)) determinewit-'
out regard to assets attributable to the teleoisno broadcasting
buiness,-es -i *.
·"(O) The Secrtary shall by regulations prescribe rules for

the application of this subsecton,:including rdes for the com-
putation of the taxpayer's net capital addition. or reduction.

"(6) APPLICATIOr O .PART Ir.-The Secretai hall prescrbe
regulations for the application of PIart I for the purpose of this
subsection in the case of an acquiring corporation or a component
corporation in a transaction described in section 461 (a) which
occurred prior to January 1', 1961.

"(e) BASIS OF ASSErT.-For the purposes of this section, any refer-
ence to the adjusted basis of P'roperty or to the basis (unadjusted) of
property means the adjusted basis or the basis (unadjusted), as the case
may be, for determining gain, upon sale or exchange.
And the Senate agree to the same.
Amendment numbered 238:
That the House recede from its disagreement to the amendment of

the Sonate numbered 238, 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. 520. INCREASE IN CAPACITY FOR PRODUCTION OR
OPERATION. ;

Section%444 (f) (relating to increase in capacity for, production or
operation) is hereby amended to read as follows:

"(f) RULxS FOR APPLICATION OF SxOTION,- ,
"(1) The benefits of this section shall not bi allowed unless the

taxpayer makes application therefor in accordance with section
447 (e) ; .

"() If, during first taxable year ending after June 30, 1960,
the taxpayer completed constrction of includingg the installation of
the machinery or equipment for use in) a factory building or other
manufacturing establishment, such factory building; or other manu-
facturing establishment and such machinery or equipment shall, for
the purpose of determining ethetr thre is/an increase in. capacity
under the provisions of subsection (b), be corsi4ered to have been
added to its totalfacilities on the last day of its base period if--

"(A) the taxpayer, prior to the endi of iesbaseperiod, had
completed construction work. represents g more, than 4Q per
centum of thtotal. cost of consaru wio of suchqprybuilding
or other, eima t(cfagreie7 et 1,4hmt,, \ \;,."(B), the completion qf uc fat uildingqr er narnwu
facturng e8tablitsmenrt Uwas ti 0ursnc i aponptont whi4i he

; taxpayer wasommitd prior$in $aen4doJaitrbacpeo \,iii w paragraph shl,not apply in deermenwg th ,mpun. qft
, 'acpayers' ttQl.asset. for thed,purple of, taection !),
And the Seanate agree to the name,
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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:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
SEC. 521. EXCESS PROFITS CREDIT BASED ON INCOME

IN CONNECTION WITH CERTAIN TAXABLE
ACQUISITIONS.

(a) GENERAL RuLE.-Subchapter D (relating to the excess profits tax)
of chapter 1 is hereby amended by inserting immediately following section
472 the following new part:
"Part IV-Excess Profits Credit Based on Income in Connection

With Certain Taxable Acquisitions Occurring Prior to
December 1, 1950.

"SEC. 474. EXCESS PROFITS CREDIT BASD' ON INCOME-
CERTAIN TAXABLE ACQUISITIONS.

"(a) DEFINITIONS.--For the purpose of this part,-" (1) PURCHASING CORPORATION.-The term 'purchasing corpora-
tion' means a corporation which, before December 1, 1950, 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 partnership, or of a business
owned by a sole proprietorship; or
"(B) Properties of another corporation or of a partnership

if (i) sWuh properties constituted, immediately prior tothe
acquisition, substantially all of the properties (other thain cash)
of one or more separate businesses of such other corporation or
such partnership, (ii) such other corporation or such partner-
ship was engaged in one or more separate businesses other than
those described in clause (i), and iii) substantially alof 'the
properties (other than cash) of such other corporation or such
partnershIi were acquired, in furtherance of a single plan of
complete liquidation for such other corporation or such partner-
ship, by the purchasing corporation, and by one or more other
persons, in transactions other than transactions desribed in
section 61 (a).

"(2) SELLING CORPORATION.- The term 'selling corporation'
means a corporation, a partnership,* or a business owned by a sole
proprietorship, as the case may be, properties of which were acquired
by a purchasing corporation in a transaction described in 'para-
graph (1).

"(8) PAR, Iv TRAVsAOTION.-The term 'part IV transaction'
means a transaction described in paragraph (1).

"(b) AVERAaGE BASS PERIOD NTr INOOMSr OFPUR(lrASIN COR-
PoRATIoN.-The average base period net incomef a purohaing corpora-
tion, if computed with reference to this part, shall bcdetehined under
section 48 (d). The average base period net income n4er section
465 (d) of a purchaing corporation hall be determined by computing
its excess pros net income either with or without reference to th^Spart,
whichever produces the lesser tax under this subchapter for the. tablee
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year for which the tau,is being computed...If cornuted ;ith reference to
this part, it excss profits, net income of a p corporation for
anq ninthh oj its base period sha .be itsexcess profits net income (or
deficit therein), computed witt reference to this part, and increased or
decreased, as the case may be, by the addition or reduction resulting from
including- -, i

"(1) In the case of a transaction described in subsection (a) (1)
(A), the excess profits net income (or deficit therein) for such month
of te selling corporation, or

" (2) In the case of transaction described in subsection (a) (1)
(B), the excess profits net income (or deficit therein) for such month of
the selling corporation properly attributable to the business or bus-
nesses acquired by. the~purchasing corporation and properly allocable
to such purchasing corporation.

The excess profits net income iof a purchasing corporation for any
month recomputed as provided in the previous sentence, shall not be less
than zero.

"(c) LIITATIONS.,--T his part shall apply only if each of the follow-
ing conditions is i satfied:

"(1) Theseling crporatiorn (A) did not, after the part IV trans-
action (or the last transaction described in subsection (a) (1) (B)),
continue any business activities other than those incidentto its com-
plete liquid tion, and (B) whin a reasonable time after ceasing
buness activities, complete liquidated in a transaction other than
a transaction describe in section 461 (a) and ceased, existence.

",!(S) During so much of the base period of the purchang corpora-
tion and of the period theeafter as preceded the.part IV transaction,
the properties acquired in the part IV tranaction were substantiy
all of the properties, otherr than cash) which were used, or.which in
the orinar court of iness replaced properties used, by the
seuin corporation (or, by a component corporation, as defined in
section461 (b), of such selling corporation) in the. produion of the
exess profits net inome, (or dfel; therein) which under subsection
(b) increases or, decreases.t.e css profit netzncomw of the purchas-
ing corporation..: For,the urpose8of this paarar ph, if a business
in the hands of. both the selling corporation and te purchasing cor-
poration was 'operated under a substantially idtical franchise or
license granted by the same person: suchfranchise or license'sha bedeemed acquired,'by the, purchasing, corporation from these'l .ng
corporate. -

.; '

"(S) ThebUsinesaob businesses acquired in the part IV transao-
tion, includingn the properties 8so, acquired or propertes ineplace-
ment thereof) were operated by the purchasing corporatonfrom the
date ofisucktransaction tho end of the table.ear oruere trans-
ferred duringthe table year by the.purchasig corporate: in a
part II transactionto which the provision of set4ion6(b) (4) are
'applicable. ^''Ii \P';,A, ,,* ,.. \

"(d) SPECIALRUL,-S.- :

\" (1)-.or the rpse of s (a): (), thepoeie aseolU-
ing corprtnwsha1 betcop ded to e n a ired a,,,pur-

eha zsin^\corpoat ron vffac',; 7)\ef
,').;,** ais(c) lQ<5 ,co p>oa oortu'»tlj\t;, Fe 8 .\

ronw reied properes upon the l
of such seU c(^or#n.'nd*o forthwith fr dsuch

90721-1--4
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properties to the purchasing corporation in a transaction other
than a transaction described in section 461 (a).

"(2) The computations required by this part in the case off a sell-
ing corporation which is a partnership 6r a business owned by a so8e
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 persons) receiving the prop-
erties of such selling corporation in such transactions.

"(e) SUCCESSIVE TRANSACTIONS.-
" (1) PART IV TRANSACTION FOLLOWING PART IV TRANSAC-

TION.-In the case of a selling corporation which was a purchasing
corporation in a previous part IV transaction, or which 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-
TION.--Subject to the provisions of paragraph (I), in the case of a
selling corporation whtch was an acquiring corporation as defined in
section 161 (a) in a previous transaction, its 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-
section (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 If transaction.

"(3) PART 'TRANSACTION FOLLOWING PART IV TRANSACTION.-
For rules applicable in the case of a part II transaction following a
part IV transaction, see sections 462 (b) (/4), 463 (c), and 464 (c).

" (f) RaGULATIONS.-The Secretary shall by regulations prescribe rules
for the application of this part. Such regulations shall include thefollow-
ing rules:

"(1) BASE PERIOD CAPITAL ADDITION.--Rules (consistent with
the principles of section /46/f) 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
corporation.

(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 purchasing corporation by
reference to the capital changes of the selling corporation ana of the
pufirchasing corporation.
"() EXCESS PROFITS NET INCOME. -Rules (consistent with the

prinozples of 'section 462 (i)) for 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) ,DtPL'ATrIO.-.le8J or,;application under this part of
the principles of, sectin4l460,(j).).:.. 7dthe oth<r promswns of
part IIrelating to t'e preventioe,ofde~plioatn., :

"(5). EXCes PROaQFSCREDIT.tln the event that the part IV
transaction occurred in a taxable year of the purchasing corpora-
titon which ended cater June 30, 1Q56, rules. (consistent with the
principles of section 462 (j) (2)) for the determination of the excess
profits credit of such.cor.porationfor the year in which the transaction
occured.

Such rules shall not include the' principles of section 61. (c) (relating to
the, excess profit credit, of the compqw7t, corporation), of section 462 (b)
(2) (relating to construtipve excess profits net income fQr months during
which a,corporation wvas not in existence), of section 462, (), (relating to
minimum average, base period net income in the case of certain acquiring
corporations), or of such other protnuions of part II as relate to sections
456 (e), 442 , 444,445, , or 446. .

(b) TECHNICAL 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 theflowingg" , and in the case of certain taxable acquisitions,
see part IV.of this subchapter".

(2) Sectidn 461'.(relating to definitions under part II) is amended
by inserting at the end thereof the following new subsections::

"(g) COMPONENT CORPORATION WHICH WAS A PURCLHASINGJ.' COR-
PORATION INAN PREVIOUS TRANS4ACTION.-See section 462 '(b) (4) for
rules applicable if the component corporationn was u purchasing corpo-
ratibn (as definedin part IV) in a previous part IV transaction, or if
(as an' acquiring corporation in a.preiiOus'part II transaction)'it was
subjectto, the provisionsof section 462(b) (4.

'(h) ~DEFiItiTO N OF' PART II TRiNsACTION.-z-For the purpose of
this subchapter, the 'term''art II tansttion' means a transaction de-
scribed in section 461 (a)." , .

'() 'Section 462 '(b) (relating tothe', method of recomputing the
excess profits net income of nanacquiring corporation under part II)
is hereby amended by adding at the'end thereof the follobing'new
paragraph:" '. .,''

"(4)'I f the average base period net income of the 'acquiring 'corp'-
ration is determined under section 4t5 (d) w4 refertencettohis sub-
sectrion, and i'the pro ns of'section.' 474 (b) (relating to the com-
putation of excess profits net inco e in the case of certain purchasingcorporations) were applicable to ,the component corpordtioii'imme-
diately prior to 'the 'art II'traisaction (or would'hae been apPlicable
if such part'Iltransactionhad ccurred in'a taxable year'of the co^-
ponent corporation ending after J'tfie' 'O11950)",' then'the"ex'ess
profits net income (or deficit therein) of. the component corporation
sh8i,,.for, th, purpose: 6of ths, .atbsctwon .i be, determined hiw 'the
application of th provisions ofJsection 47. (b). , ,F.r ,he,.puose of
this paragraph, i a component corporation was an acquiriTgcorpor-
rat.n in a, previouspart II trai"aciong,,, ,imredwaely pti, r to
the later part II transaction, the proviio. ' iof,his prragph.chwere
applicable to such component corporation, its excess profi net income
(or deficit therein) s8all 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-

"(A) the properties acquired by the acquiring corporation
from the component corporation include substantially all of the
properties (other than cash), or properties acquired zn the ordi-
nary course of business in the replacement of properties, which
the component corporation acquired either from the selling
corporation in the part IV transaction or from a previous com-
ponent corporation subject (immediately prior to such acquisi-
tion) to the provisions of this paragraph;

"(B) the business or businesses acquired by the acquiring cor-
poration were operated by the acquiring corporation from the
date of 8uch transaction to the end of the taxable year or were
transferred during the taxable year by the acquiring corporation
in a part II transaction to which the provisions of this para-
graph are applicable; and

"(C) in the event that the part II transaction is one described
in section 461 (a) (1) (E), the provisions of section 462 (i) (6)
are satisfied."'

(4) Section 462 (i) (6) (relating to allocation rules in the case of
transactions described in section 461 (a) (1) (E)) ishereby amended
by adding at the end thereof thefollowing: notwithstandingg the pro-
visions of paragraph (1), if an acquiring corporation in a trans-
action described in section '61 (a) (1) (E) determines its average
base period net income under section .435 (d) by recomputing its
excess profits net income under the provisions of section 462 (b) (4),
the amount of the component corporation's excess profits net income
for any month which shall be taken into account by the acquiring
corporation shall be such portion of the component corporation's
excess profits net income for such month as zs determined on the
basis of the earnings experience of the assets transferred and the
assets retained by the component corporation."

(5) Section 4Q3 (relating to capital changes) is amended by insert-
ing at the end thereof thefollowing new subsection:

"(c) COMPONENT CORPORATION WHICH WAS, A PURCHASING CORPO-
RATION IN A PREVIOUS TRANSACTION.-The Secretary shall provide by
regulations for the application of this section in cases to which section
462 (b) (4) is applicable."(6) Section 464 (relating to capital changes during the base

period) is amended by inserting at the end thereof the following new
subsection:

"(c) 'The Secretary shall provide by regulation for the application of
this section in cases to which section 462 (b) (4) is applicable."
And the Senate agree to the same.
Amendment numbered 240:
That thel-ouse recede from its disagreement to the amendment of

the Senate numbered 240, and agree to the same with an ameondment
as follows:

In lieu of the matter proposed to be inserted by- the Senat amend-
mont insert the following:

52



REVENtB ACT OF -19 1

SEC. 522. STRATEGIC MINERALS.
Section 450 (b) (1) (relating to corporations engaged in mining of

strategiominerals) -is hereby amended by inserting after "chromite," the
following: "bauxite,".

.And the Senate agree to the same.,
Amendment numbered 241:
That the House recede from its disagreement to tihe amendment of

the Senate numbered 241, and agree to the same with an amendment
as follows:
On page 199; line 16, of the Senato engrossed amendments strike

out "510" and insert 606 (d); and the Senate agree to the same.
Amendment numbered 245:
That the House recede from its disagreement to the amendment of

the Senate numbered 245, and agree to 'he same with the following
amendments:

In lieu of the miatter 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 is building for proper maintenance a hospital or institution staffed' or
to be staffed by qualified professional persons for the treatment of the sick
and/or the rehab'itation of the physically handicapped,
'On page 150, line 25, of the House bill strike out the quotation

marks and insert the following: The determination as to whether an
organization other than one described in this subsection is exempt under
section 101 of the Internal Revenuie ode from taxation for any taxable
year beginning before January 1, 1951, shall be made as if this subsection
and section-301 (b) of this Act hW iotbeen enacted and without inferenes
drawn from the fact that this subsection and the amendment made by
section 30S1 (b) are not expressly made aippliable with respect to taxable
years beginning before January.:, 1961."
And the Senate agree to the same.
Amendment numbered 246: t.
That the House recede from its disagreement to the amendment of

the Senate numbered 246, 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. 602. EXCESS; PROFITS CREDIT BASED ON INCOME.

(a) PERCENTAGE or AVERAGE BASE PERIOD NET INCOME TAKEN
INTO ACOo T., . 1,

(1) IN GENERAL.--Paagraph (1) (A), and paragraph (2), of
setn (a)(rting, to excess profits credit based on income are
each amended by striking out "88 per cent4m" and inserting in lieu
-threo.ereof,,'. pecentum". .

(2) TAXABLE YEARS BEGINNING BEFORE, JULY 1, 1061i AND
ENDING AFTER JUNE so, 161i.-,cctin2 436'(a4) is hereby amended
by adding at the end thereof the follounng new paragraphs:,

" (4) CALENDAR YEAR 101.-In the case of' taxable edr be-
ginningon 'January 1, 1961, 'and endiihg on.December 3S1 191,
there shall be' used;ffor the purposes of p'raranph (1)i(A4)-'and
paragraph (2), in lieu of 85 per centum of the average base period
net income, aan mdut eqialto8 per. century of the average base
period ndt income.
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"(5) TAXABLE YEARS (OTHER THAN CALENDAR YEAR 'lSi)'
iEGIlNNINX BEFORE JULY 1, 1951, AND ENDING AFTER JUNE 80,
twri. --In. the case of any taxable year (other than a taxable 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 (1) (A) and paragra ph (2), in lieu of 85 per centum
of the average base period net income, an amount equal to the sum
of-

"(A) that portion of an amount equal to 85 per centum of the'
average base period net income which the number of days in
such taxable year prior to July 1, 1951, bears to the total number
of days in such taxable year, plus

"(B) that portion of an amount equal to 83 per cent4tm of the
average base period net income which the number of days in
such. taxable year after June 30, 1951, bears to the total number
of days in such taxable year."

(b) EFFECTIVE DATE.--The amendments made by subsection (a)
shall be applicable only with respect to taxable years ending after June 30,
1951.
And the Senate agree to the same.
Amendment numbered 247:
Tlat the House recede from its disagreement 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 amendments strike

out "602" and insert 603
On page 201 of the Senate olgrossed amendments strike out lines

15 to 25, inclusive, and insert the following:
"(A) shall not, with respect to any such tax, exceed an amount

which bears the same ratio to the amount of such tax actually
paid to such foreign country as the value of property which is--

"(i) situated within such foreign country,
"(ii) subjected to such tax, and
"(iii) included 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, exceed an

amount which bears the same ratio to the tax imposed by
section 810

On page 202, line 14, of the Senate engrossed amloedments strike
out "taxes" and insert tax
On page 205 of the Senate engrossed amendments strike out all

after hlne 23 over to and including line 12 on page 206 and insert the
following:

"(A) For the purposes of paragraph (2) (A), 'such taxes
paid to the foreign country' shall, with respect to any tax paid
to the foreign country, be the amount computed under section
81S (c) (2) (A).

And the Senate agree to the same.
Amendment numbered 248:
That the HIouse recede from its disagreement to the amendment of

the Senate numbered 248, 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: 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 agree to the same. with an.amendment
as follows:
On page 208, line!21, of the Senate engrossed amendments, strike

out "604"' and insert 606; and the Sonate agree 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 amendment
as follows:
On page 209, line 14, of the Senate engrossed amendments, strike

out "605" and insert 606; and the Senate agree to the same,;
Amendment numbered 251: .

That the House recede from its disagreement to the amendment of
the Senate numbered 251, and agree to the same with an amendment
as follows:
On page 210, line i14 ;of the Senate engrossed amendments, strike

out "606" and insert 607; and the Senate agree to the same...
Amendment numbered 252:

., That the House recede from its disagreement to the amendment of
the Senate numbered 252, and agree to the same with an amendment
as follows:
On page 211, line 2, of the Senate engrossed amendments, strike

out "607" and insert 608; and the Senate agree to the same,;
Amendment numbered 253:
That'the House recede from its disagreement to the amendment of

the Senete numbered 253, and agree to the same with an amendment
as follows:
On page 211, line 9,' of the Senate engrossed amendments, strike

out "608' and insert, 609; and the Senate agree to the same.
Amendment numbered 254: · ,.
That the House recede from its disagreement to the amendment

of the Senate numbered 254, and agree ito the same with an amend-
mont as follows: l; j
In lieu of the matter proposed to be inserted by the Senate. amend-

ment insert the following:, . > i

SEC. 610. REVERSIONARY INTERESTS IN CASE OF LIFE
. l.l INSURANCE. , ;: ii .: : '

If refund or credit of any overpayment resulting rom the applicati
of sectum 503 of the Revenue Act of 1960 was prevented on Octoberl ,
If960 by the operation of any law r rule of law;(other tha section '8760
of the Internal Reee (ode, relating- to closing a'geements, and 'thr
than section 3761 of such code, relating toaomproqnes), refund, credit
of such overpayr me7nt may , neve. be made or all d, if claim
therefor wasfied after October 'S,' 199, and on or before Octb'r 6,

And the Senate agree to the same.
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Amendment numbered 255:
That the House recede from its disagreement to the amendment of

the Senate numbered 265, and agree to the same with an amendment
as follows:
On page 212, line 14, of the Senate engrossed amendments, strike

out "610" and insert 611; 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 612; and the Senate agree to the same.
Amendment numbered 257:
That the House recede from its disagreement 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 insert 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 6, of the Senate engrossed amendments, strike out

"613" and insert 614; and the Senate agree to the same.
Amendment numbered 259:
That the House recede from its disagreement 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 amendments, strike out

"614" and insert 615; and the Senate agree to the same.
Amendment numbered 260:
That the House recede from its disagreement to the amendment of

the Senate numbered 260, 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: 616; and the Senate agree to the same.
Amendment numbered 261:
That the House recede from its disagreement to the amendment of

the Senate numbered 261, and agree to the same with an amendment as
follows:
On page 216, line 8, of the Senate engrossed amendments, strike out

"616" and insert 617; and the Senate agree to the same.
Amendment numbered 262:
That the House recede from its disagreement to the amendment of

the Senate numbered 262, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate afnend-
ment insert the following:
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SEC. 618. PROHIBITION UPON DENIAL OF SOCIAL SECU-
RITY ACT FUNDS.

No State or any agency or political sbdivsd n thereof shall be de-
prived of any grantn-aid or other payment to which it otherwiseiis or
has become entitled pursuant to title I, IV,'X or XIV of the SociC Se-
curity Act, as amended, by reason of the enactment or enforcement by
such State of any legislation prescribing any conditions under which
public access may be had to records'of the disbursement of any suchfunds
or payments within such State, if such legislation prohibits the use of
any list or names obtained through such 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:

In lieu of the matter proposed to be inserted by the Senate amend.
mont insert the following:
SEC. 619. REMOVAL OF TAX EXEMPTION FROM EXPENSE

ALLOWANCES OF THE PRESIDENT, THE VICE
PRESIDENT, THE SPEAKER, AND MEMBERS
OF CONGRESS.

(a) EXPENSE ALLOWANCE OF THE PRESIDENT.-Section 102 of
title 3 of the United States Code is amended by striking out "no tax
liability shall accrue and for which no accounting shall be made by him"
and inserting in lieu thereof "no accounting, other than for income tax
purposes, shall be made by him".

(b) EXPENSE ALLOWANCE OF THE VICo PRESIDENT.-Section 111
of title S 'f the United States Code is amended by striking out "'or which
no tax liability shall occur or accounting be made by him" and inserting
in lieu thereof"for which no accounting, other than for income tax pur-
poses, shall be made by him".

(c) EXPENSE ALLOWANCE OF THE SPEAKER OF TIE HOUSE OF
REPRESENrATIVES.-Subsection (e) 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.trikin outfor
which no tax liability shall occur or accounting be made by him" and
inserting in lieu thereof "for which no accounting, other than for income
tax purposes, shall be made by him"..,

(d) EXPErNE ALLOWANCES OF MAEMBBS ORF CONarEsa.--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 made".

(e) EFFECTIVE DTES.-The amendments made, by subsections (a).
and (b) of This section shall become eff.tive at noonibn Jinuary $0, 95S,
and the amendments made by subsections (c) and (d) shall become effctive
at noon on January 3, 1963.
And the Senate agree to the same.
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Amendment numbered 264:
'llat 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
'17T'LR I--INCRREASE IN INCOME TA- RATES

PART I-INDIVIDUAL INCOME TAXES

Sec. 101.
(a)
(b)

Sec. 102.
Sec. 103.

(a)
(b,)

Sec. 10/4.
Sec. 105.

Sec. 121.

(c)

(d)(c)

(f)
(g)

Sec. 122.
(a)

,Sec. 123.
Sec. 124.

Sec. 125;.

Increase in surtax for 1951, 19/2, and 1953.
Rates of surtax.
Limitation on tax.
Individuals with adjusted gross income of less than $5,000.
Inapplicability of certain penalties and additions to tax.
Penalties for failure to file return.
Additions to tax.
Computation of tax in case of certain joint returns.
Effective date of Part I.

PART II-CORPORATION INCOME TAXES

Increase in rate of corporation normal tax.
Andmment of section 13.
Maximum tax.
Mutual insurance companies other than life or marine.
Regulated investment companies.
Business income of certain section lOt organizations.
Amendment of section 15.
Technical amendment.
Credits of corporations. ?
Iividends received credit.
Credit for dividends paid on certain preferred stock.
lVestern hemisphere trade corporations.
Computlition if alternative ca(piial gains tax.
Filing of corporation returns for taxable years ending

1951, anid before October 1, 1951.
Effcctivecdate.

after March 13,

PART I 1-----FISCAL YEAR TAXPAYERS

Sec. 131. Fiscal year taxpayers.
(a) Amendment of section 108.

Computation of excess profits tax.
cTechnical amendments.

T'TL1KII-/lIITlnOLINO OF TAX AT SOURHC

Sec. . P01.percentage method of withholding.
Sec. 202. Itage bracket withholding.
Sec. 203. Additional withholding of tax on wages upon agreement by el

employee.
Sec. 204. Effective date.

TITLE III---AlISCORLLANXOUS INCOM 7TAX AMRNDMRNTS
Sec. S01. Tax treatment in case of head of household.

(a) Surtax in case of head of household.
(b) Computation of tax by collector,
(c) Effective date.

Sec. 802. IPayments to beneficiaries of deceased employees.
(a) Amendment of section 22 (b) (1).
(b) Effective date

nployer and
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Sec. 303. Joint and survivor annuities.

(a) Amendment of section 2S (b) (2).
b) Amendment of section 113 (a) (5).
(c) Effective dates.

Sec. 304. Income from discharge of indebtedness.
(a) Amendment of section 2 (b) (9).
(b) Amendment of section 22 (b) 10).

Sec. 305. Compensation of certain members of the armed forces.
(a) Amendment of section 22 (b) (13).
b) Definition of service in combat zone.
c) Withholding on wages.
() Effective dates.

Sec. 306. Involuntary liquidation and replacement of inventory.
(a) Amendment of section 22 (d) (6) (F) (iii).
(b) Effective date.

Sec. 307. Medical expenses.
(a) Amendment of section 23 (z).
b) Effective date.

Sec. 308. Standard deduction.
(a) Method of election.
b) Change of election.
(c) Effective date.

Sec. 309. Expenditures in the development of mines.
(a) Deduction of expenditures.
b) Adjusted basis for determining gain or loss upon sale or exchange.
c) Technical amendment.
d) Effective date.

Sec. 310. Gross income of dependent of taxpayer.
(a) Increase in amount of gross income permitted.
(b) Effective date.

Sec. 311. Credit for dividends received.
(a) Dividends from foreign corporation engaged in trade or business in the

United States.
(b) Tec)nical amendment.
c) Effective date.

Sec. 312. Joint return after filing separate return.
(a) Change of election.
(b) Effective date.

Sec. 313. Mutual savings banks, building and loan associations, cooperative banks.
(a) Mutual savings banks.
b) Building and loan associations and cooperative banks.

(c) Exemptions from excess profits tax.
d) Federal savings and loan associations.
e) .ad debt reserves.
f) Dividends paid to depositors.
() Deduction for repayment of certain loans.
h) Definition of bank.

(i) Definition of domestic building and loan association.
(j) Effective date.

S'ec. 314. Income tax treatment of exempt cooperatives.
(a Amendment of section 101 (12).
(b) Technical amendments.
(c Information returns.
(d) Effective date.

Sec. 315. Surtax on corporations improperly accumulating surplus.
(a) Long-term capital gains.
(b) Effective date.

Sec. 316. Election as to recognition of gain in certain corporate liquidations.
(a) Amendment of section 112 (b) (7).
(b) Basis of property.
(c) Effective date.

Sec. 317. Certain distributions of stock on reorganization.
(a) Distributions not in liquidation.
(b) Basis of stock.
(c) Effective date.
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Sec. .18. (7ain from sale or exchange of taxpayer's residence.
(a) Nonrecognition of gain in certain cases.
(b) Technical amendments.
(c) Effective date.

Sec. 319. Percentage depletion.
(a) Allowance of percentage depletion.
(b) Technical amendment.
(c) Effective date.

Sec. 320. Redemption of stock to pay death taxes.
(a) Amendment of section 115 (g) (3).
(b) Effective date.

Sec. 321. Earned income from sources without the United States.
(a) Exclusion from gross income.
(b) W'ithholding of tax on wages.
(c) Effective dates.

Sec. 822. Capital gains and losses.
(a) Treatment of long-term capital gains and losses.
(b) Alternative tax.
(c) Technical amendments.
(d) Effective (late.

Sec. S32. Sale of land with unharvested crop.
(a) Treatment of gain or loss.
(b) Treatment of deductions.
(c) Effective date.

Sec. 3824. Sales of livestock.
Sec. 825. Tax treatment of coal royalties.

(a) Definition of property used in the trade or business.
b Gain or loss upon certain disposals of timber or coal.

(ce Clerical amendment.
(d) Technical amendment.
(e) Conforming amendments.
(f) Effective date.

Sec. 326. Collapsible corporations.
(a) Definitions with respect to collapsible corporations.
() Limitations on application of section 117 (m).(c) Efective date.

Sec. 827. Dealers in securities-capital gains and ordinary losses.
Sec. 828. Treatment of gain on sales of certain property between spouses and between

an individual and a controlled corporation.
(a) Disallowance of capital gain treatment,
b) Effective date.

Sec. 829. Receipts of certain termination payments by employee.(a) Taxability to employee as capital gain.(b) Effective date.
Sec. 3830. Net operating loss carry-over.

(a Loss for taxable year beginning before 1948.(bi Allowance of three-year loss carry-over from taxable years 1948-1949
(c) Effective date.

See.c31. Stock options.
(a) Option subject to stockholder approval.(b) Effective date.

Sec, 832. Credit for taxes f foreign corporations.
(a Foreign subsidiary of a domestic corporation.(b Poreign subsidiary of a foreign corporation.
(c Clerical amendment.

Sec. SS3. Information at source on payments of interest,
Sec. SS/. Abatement of income tax for certain members of armed forces upon death.
Sec. .56. Employees' trusts.

a Amnendment of section 165 (b).
(b) Effective date.

Sec. 836. Life insurance companies.
(a) Tax for 1951.
(Il) Adjusted normal-tax net income for 1951
(c) Technical amendments.
(d) Effective date.
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Sec. 887. Tax treatment of certain investment companies.

(a) Inclusion of certain registered management companies in the definition of
regulated investment company.

(b) Technical amendment.
(c) Effective date.

Sec. 338. Exchanges and distributions in obedience to orders of Securities and Ex-
change Commission.

(a) Definition of system group.
(b) Effective date.

Sec. 839. Taxation of business income of State colleges and universities.
(a) Amendment of section 421 (b).
(b) Unrelated trade or business.
(c) Effective date.

Sec. 840. Family partnerships.
(a) Definition of partner.
(b) Allocation of partnership income.
(c) Effective date.

Sec.' 41. War losses.
(a) Tax upon war loss recovery.
(b Basis of recovered property.
(c Credit for foreign taxes.
() Effective dates.

Sec. 342. Deduction of expenditures for mine exploration.
(a) Deduction of mine exploration expenditures.
(b) Adjusted basis for determining gain or loss upon sale or exchange.
(c) Effective date.

Sec. 343. Definition of employee.
(a) Amendment of section 3797 (a).
(b) Effective date.

Sec. 344. Nonbusiness casualty losses.
(a) Removal of limitation.
(b) Effective date.

Sec. 345. Abatement of tax on certain trusts for members of armed forces dying in
service.

Sec. 346. Life insurance departments of mutual savings banks.
(a) Computation of tax.(b) Technical amendment.
(c) Effective date.

Sec. 847. Publishing business carried on by lax-exempt organization.
(a) Treatment as related trade or business.
(b) Effective date.

Sec. 348. Deduction 'ith respect to certain unrelated business net income.
(a Unrelated business net income.
(b) Effective date.

Sec. 849. Nondistributable income of personal holding companies.
TITLE IV-ExCIsx TAIXs.

PART I-TAX ON ADMISSION AND CABARETS

Sec. 401. Removal of tax on free admissions.
Sec. 402. Exemptions from admissions tax.

(a) Reinstatement of prewar exemptions.
(b Amendment of section 1701 (a) and (b).
(c Admissions to municipal swimming pools, etc.

Sec. .4 . Effective date of amendments relating to admissions.
Sec. 404. Tax on cabarets, roof gardens, etc.

(a Ballrooms and dance halls.
(b) Effective date.

PART l--TAX ON CIGARBTTRS

Sec. 421. Tax on cigarettes.
a) Increase in rate.
h) Effective date. ,

Sec. 4f. Floor stocks tax and floor stocks refund on cigarettes.
Sec. 428. Reduction of tax on tobacco and snuff.

(a) Reduction in rate.
(b) Efective date.
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PART III-RETAILERS' XBCI8 TAXES

Sec. 431. Retailers' excise tax on toilet preparations.
(a) Baby oils, etc.
(b) Sales to barber shops, etc.

Sec. 48t. Effective date of Part III.

PART IV-DIESEL FUEL

Sec. 441. Diesel fuel used in highway vehicles.
(a) Imposition of tax.
(b) Effective date.

PART V-LIQUOR

Sec. 451. Increase in tax on distilled spirits from $9 to
(a) Distilled spirits generally.
(b Imported perfumes containing distilled spirits.
(c Floor stocks tax.

Sec. 462. Wines.
(a) Increase in rate of tax.
(b) Floor stocks.

Sec. 653. Fermented malt liquor.
(a) Increase in tax on fermented malt liquors fron
(b) Floor stocks tax.

Sec. 464. Floor stocks refunds.
(a) Amendment of section 1656 (a).
b) Amendment of section 1656 (b).

Sec. 455. Clerical amendment.
Sec 6. . Effective date of Part V.

$10.50 per gallon.

i $8 to $9 per barrel.

PART VI-OCCUPATIONAL TAXES

Sec. 461. Dealers in liquors.
(a) Wholesale dealers in liquors.
(b) Retail dealers in liquors.
(c) Wholesale dealers in malt liquors.

Sec. 46*. Drawback in the case of distilled spirits
nonbeverage products.

(a) Drawback.
b) Effective date.

Sec. 468. Tax on coin-operated gaming devices.
Sec. 464. Effective date of Part VI.

used in the manufacture of certain

PART VII--WAOERINO
Sec. 471. Wagering taxes.

(a) Imposition of taxes.
(b) Technical amendment.

Sec. 47S. Effective date of Part VII.

PART VIII-MANUFAOTURERS' EXCISE TAXES

Sec. 81. Automobiles, trucks, and parts or accessories.
a) Increase in tax on trucks.
(b Increase in tax on passenger automobiles and motorcycles.
c) Increase in tax on parts or accessories.
d) Rebuilt parts or accessories.

(e) Technical amendment.
(f) Parts or accessories for farm equipment.
() Effective date of subsection (f).
(h) Removal of tax on tires for toys, etc.

Sec. 48t. Navigation receivers sold to the United States.
(a Exemption on sales to United States of certain radio sets.
(b Tax-free sales of radio parts.
c Refund in case of use of parts.
d) Refund in case of resale to United States.
e) Use by manufacturer of taxable parts.
f) Effective dates.

Sec. 488. Tax-free states of refrigerator components to wholesalers for resale to manu-
facturers.
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Sec. 484. Sporting goods.
Sec. 485. Electric, gas, and oil appliances.
Sec. 480. Adjustments of tax rates on photographic apparatus and film; repeal of tax

on certain items.
(a) Items subject to tax.
(b) Floor stocks refund on bulbs.

Sec. 487. Imposition of tax on mechanical pencils, fountain and ball point pens, and
mechanical lighters for cigarettes, cigars, and pipes.

Sec. 488. Repeal of tax on electrical energy.
(a) Repeal of tax.
(b) Effective date.

Sec. 489. Tax on gasoline.
(a) Increase in rate.
(b) Floor stocks tax and refund.

Sec. 490. Effective date of Part VIII.

PART IX-MISORLLANEOUS EXC18E TAX AMENDMENTS

Sec. 491. Reduction of tax on telegraph dispatches.
(a) Reduction of tax.
(b) Effective date.
c) Amounts paid pursuant to bills rendered.
(d) Rate reduction date.

Sec. 492. Exemption of certain overseas telephone calls from the tax on telephone
facilities.

(a) Telephone calls from members of armed forces in combat zones.
(b) Efective date.

Sec. 493. Exemption of fishing trips from tax on transportation.
(a) Exemption,
(b) Effective date.

Sec. 494. Tax on transportation of persons.
(a) Exemption of certain foreign travel.
(b) Effective date.

Sec. 496. Transportation of material excavated in the course of construction work.
(a) Amendment of section 3475.
(b) Effective date.

Sec. 496. Articles from foreign trade zones.
a) Imported articles.

(b) Previously tax-paid articles.
Sec. 497. Refunds on articles from foreign trade zones.

(a Imported articles.
(b Previously tax-paid articles.

Sec. 498. Tax refunds on spirits lost in floods of 1951.
(a) Authorization.
(b) Destruction of spirits.
c) Credit.

(d) Regulations.
TITLE V-z EXcE PROFITS TTAX

Sec. 501. Maximum tax for new corporations.
Sec. 502. Payments from foreign sources for technical assistance, etc.

a) Amendment of section 433,(a) (1).
b) Amendment of section 488 (b).

Sec. 508. Average base period net income in case of certain fiscal year taxpayers,
Sec. 504. Average base period net income-alternative based on growth in case of

new corporations.
(a) General rule.
b) Amendment of Part II,

Sec. 605. Average base period net income--alternative based on growth.
Sec. 606. Adjustments for changes in inadmissible assets in case of banks.

(a) Amendment of section 485 (g).
b) Amendmentof section 48.
c) Amendment of section 45 (f).
d) Effective date of subsection (c) (8).
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Sec. 607. Decrease in inadmissible assets.
Sec. 608. Election with respect to certain inadmissible assets.

a) Amendment of section 440.
b) Amendment of section 4SS (a) (1).

(c) Amendment of section 433 (b).
Sec. 609. Alternative average base period net income.

a) Amendment of section 442.
(b) Technical amendments.

Sec. 510, Definition of total assets for purposes of sections 442-446.
Sec. 611. Average base period net income-change in products or services.
Sec. 612. Average base period net income-new corporation.
Sec. 513. Excess profits credit-regulated public utilities.
Sec. 514. Consolidated returns of regulated public utilities.
Sec. 616. Nontaxable income from certain mining properties.
Sec. 516. Transition from war production and increase in peacetime capacity.

(a) In general.
(b) Technical amendments.

Sec. 517. Base period catastrophe.
Sec. 518. Consolidation of newspapers.
Sec. 619. Television broadcasting companies.
Sec. 520. Increase in capacity for production or operation.
Sec. 621. Excess profits credit based on income in connection with certain taxable

acquisitions.
a) General rule.
T)Technical amendments.

Sec. 522. Strategic minerals.
Sec. 623. Effectil late of title V.

TITLE 1VI-MISCELLANEOUS PROVISIONS AND AMENDMENTS
Sec. 601. Exemption of certain organizations from income tax for prior taxable years.
Sec. 602. Excess profits credit based on income,

(a) Percentage of average base period net income taken into account.
(b) Effective date.

Sec. 60S. Foreign estate tax credit.
(a) Credit against basic estate tax.
(b) Credit against additional estate tax.
(c) Reversionary or remainder interest.
(d) Extension of period of limitations, etc., in case of recovery of taxes claimed as

credit.
(e) Effective date.

Sec. 604 . Estate and gift tax treatment of United States bonds held by certain non-
resident aliens.

(a) Estate tax.
(b) Gift tax.

Sec. 605. Estate tax exemption for works of art loaned by nonresident aliens.
(a) Amendment of section 863 (c).
(b) Effective date.

Sec. 606. Exemption from additional estate tax of members of armed forces upon death.
Sec. 607. Transfers conditioned upon survivorship.
Sec. 608. Transfers with income reserved.
Sec. 609, Transfers taking effect at death.
Sec. 610. Reversionary interests in caae of life insurance.
Sec. 611. Income pursuant to award of Interstate Commerce Commission.
Sec. 612. Credit in prior taxable years for dividends received on preferred stock of a

public utility.
Sec. 618. Consolidated returns-includible corporations.
Sec. 614. Time for performing certain acts postponed in case of China Trade Act

corporations.
Sec. 615. Treaty obligations.
Sec. 616. Reorganization Plan Numbered 26 of 1950.
Sec. 617. Claims under the Renegotiation Act.
Sec. 618. Prohibition upon denial of Social Security Act funds.
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Sec. 619. Removal of taz exemption from expense allowances of the President, the

Vice President, the Speaker and Members of Congress.
a) Expense allowance of the President.
b) Expense allowance of the Vice President.
c) Expense allowance of the Speaker of the House of Representatives.
(d) Epense allowances of Members of Congress.
) Effective dates.

And the Senate agree to the same.
R. L. DOUGHTON,
JERE COOPER,
JOHN D. DINGELL,
W. D. MILLS,
RICHARD M. SIMPSON,

Managers on the Part of the House.
WALTER F. GEORGE,
TOM CONNALL;,
HARRY F. BYRD,
E. D. MILLIKIN,
ROBERT A. TAFT,

Managers on the Part of the Senate.

9072--1-1----



STATEMENT OF TIIE MANAGERS ON TIIE PART OF TIlE HOUSE

Thle managers ol tile part of tho House at the conference on the
lisagreeing votes of tho two Iouses ovI. the amendments of tho Senate
to tlhe bill (I1. R. 4473) to provide revenue, and for other purposes,
submit the following statement in expmllnation of the effect of the action
agreed upon by tlhe conferees and recommended in the accompanying
conference report:
Amendment No. 1: Tilo House bill provided for an increase in

in(livi(dual income-tax rates by a percentage increase of 122 percent
of thlo tax liability under existing law, with an over-all effective ceiling
rate of 90 percent of the net income of the taxpayer. The House bill
also increased tlhe alternative tax on capital gains by 12 percent.
Tlo Senate amendment eliminated tlhe 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 percent of the amount by which the
surtax net income exceeds present taxes, whichever produced the
lesser increase in tax. Tile Senate amendment provided an over-all
ceiling rate of 88 percent of the net income of the taxpayer.
Under the conference agreement the increase in the combined nor-

mal tax an(l surtax under existing law will, in general, be 11% percent
of the present rates or 9 percent 6f the amount by which tlhe surtax
net income oexcec(ls present taxes, avhichever is tile lesser, except that
t,lle increase ill tlhe first slurtax bracket will b)e only 11 percent. Special
rates are provided for the calendar year 1951 so as to reflect Novem-
ber 1, 1951, as the effective dat.e of tb.e increase in tax. The ceiling
rate of 88 percent contained( in the Senate amendment is retained
under the conference agreement, and no increase in tax is provided
with respect to thll alternative tax oll capital gains. Under the House
bill no termination date was provided for the increase in the taxes.
The Senate anlme ndment provided for the termination of the increased
rltos onl January 1, 1954, and the conference agreement retains the
termination (late.
Amendments Nos. 2 and 3: Tllese amendments are clerical. The

Senate recedes.
Amendments Nos. 4 an(d 5: Tlho IHouse bill provided for an increase

inl the nolrma tax on corporations, in general, from 25 to 30 percent of
normal tax lnt income, al)plicable to taxable years begCining after
December 31, 1950. Ther Suenate provided for anllincrease ill the cor-
poration normal tax from 25 to 27 percent and an increase in the
corporation surtax from 22 to 25 percent. Under the Senate amenld-
lment, the increases in normal tax and surtax were to bo effective as
of April 1, 1951, and were to terminate on December 31, 1953. Spe-
cial rates were provided for the calendar year 1951 to reflect the
April 1 effective (late. Under the conference agreement on amend-
ments 4 alld 5, tle normal tax is increased from 25 to 30 percent as
provided in thle IHouse bill with no increase in the surtax. Tloh in-
crease in normal tax is to be effective as of April 1, 1951 with a normal
tax rate of 28% percent for the calendar year 1951. heo conference
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agreement provides that the increase in 'normal tax is to terminate
as of March 31, 1954.
Amendment No. 6: The RTouse bill amended section 430 (a) (2)

of the code (relating to maximum excess profits tax) so as to increase
the percentage used under existing law for computing the maximum
excess profits tax from 62 to 70 percent. Tho Senate amendment
provided( a new method for computing the maximum XeCxcess profits tax
which, in general, was 16% percent of the excess profits not income
for the calendar year 1951 and was 17 percent 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
I-ouse recedes with an amendment which adopts the Senate method
of computing the maximum tax but increases the 17 percent figure
to 18 percent (comparable 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 173 percent of the excess profits net income for such year.
Amendments Nos. 7, 8, and 9: Senate amendments Nos. 7 and(3

amended section 207 (a) (tax on certain insurance companies),l
362 (b) (tax on regulated investment companies), section 421 (a)
(tax oil business income of certain tax exempt organizations), aild
section 26 (relating to credits for corpbiations) of the 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 minhnum
excess profits credit to certain controlled groups of corporations'. Thi
I-ouse recedes on amendments Nos. 7 and 8 with conforming amend-
ments and an amendment adding a new section 15 (c) to the code
(relating to disallowance of surtax exemptions and minimum excess
profits credit) and the House recedes on amendment No. 9.i9
The new subsection (c) of section 15 applies to the situation wbhre

a corporation, oil or after January 1,1951,'transfers property (other
than money) to one or more,corporations create fo l'the purpose of,
acquiring such property, or o olie: or more corporations not aotiveIly
engaged in business at the tixno-of such' acquisition, if aftei such
transfer the transferor corporation or its stockholders, 'or both, are
in control of the transforee during any part of a taxable year of such
transferee corporation. In such case the transferee corporation shall
not be' allowed 'either;the $25,000 exemption from surtai' or the
$25,000 miniimumn :xcfss) profits credit',ulless 'it;establishes iby the
clear plepol)ond(lerance of the evidence that the s(ecrling of the $25,000
exemption or thli $25,000 minimum excesss:procftsCredlit, or both,
was not armanor purpose ofAtho transfercof the property to' it, by the,
transferor. lih( term "control'', is d;ilfinld 'as thl 'ownorrslij ofi stbok.
possessing ;at least 80 percent of tleo total combined votingripower' i)f
all classes of stock entitled to Vote dr at' least 80 ,percent of the! total
value of shares 'of all classes of stbck of ltbhe'corporation :Ulndber the
amendment the ownership of stock is to be dotormined in accordance'
with the provisions 'of sectioih ,503,, except th at constructivE owner-
ship under section 503 (a) (2) isti bo 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 tile same authority as under section 129 (b) to allow in
whole or in part a surtax exemption or a minimum 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 exchange for the entire
stock of such corporations. Immediately thereafter corporation A
is dissolved( its stockholders becoming the stockholders of B and C.
Assuming that a major purpose for such transfers is to secure addi-
tional surtax exemptions and milnumum excess profits credits, the
Secretary lias the authority to allow one such exemption and credit
and to apportion such exemption and credit between 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 chapter 1 (relating to the excess profits tax) is not in
effect. It is not intended that the new subsection shall in any way
delimit or .abrogate any of the existing provisions of the code (including
sec. 129), or any principle established by judicial decision, which
have the effect of preventing the avoidance of income or excess profits
taxes.
Amendment No. 10: This amendment strikes out all of section 124

of the Hlouse bill which provided, in the case of corporations, for an
increase from 25 percent. to 28.125 percent 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, effective in the case of taxable years beginning
after March 31, 1951, and before April 1, 1954. Under tlie 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.
Amendment No. 11: This amendment proviidef, in general, that

corporations subject to a tax imposed by chapter 1 of the code for a
taxable year ending after March 31, 1951, but prior to October 1,
1951, shall after the (late of the enactment of the bill andlon or before
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: 'Thi amendment, which corresponds to sec.

tion 125 of the House bill, provides the offectivo date of part II of
title I. T'he House recedes with a clerical amendment.
Amendment No. 13: This amendment, relating to the computation

of tax by certain fiscal year taxpayers, corresponds to subsection (a) of
section 131 of tile House b111 with such changes as are necessary to,
reflect the normal tax and b.irt.t)? rates and the termination dates,
provided by the Senate amendments. Tho House recedes with
aLmendmnents conforming to tlh conference action with respect to the
corporate income tax rates.
Amendments Nos. 14, 15, 16, 17 18 19, 20, and 21: These amend-

ments are clerical amendments. T'ho House recedes.
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Amendment No. 22: This amendment strikes out part I of title"III
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 Houe bill (relating to increase in withholding of tax
at source 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 paid on or after November 1, 1951, and before
January 1, 1954. It also amends section 1622 (c) (1) relating to
wage-bracket withholding, to provide new tables which reflect the
increased tax rates. It also provides, as did the House bill for
additional withholding of tax on wages upon agreement by employer
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.
Amefidments 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 a head of a household approximately
one-half of the income-splitting benefits provided for a husband and
wife who file a joint return. Under the Senate amendment the head
of a household was afforded approximately one-fourth of such benefits.
The House rectdes with an amendment conforming to the House
action in affording approximately one-half of such benefits and making
the necessary changes in the surtax tables to conform to the conference
action with respect to individual income tax rates and effective date
provisions.
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
whom the taxpayer may qualify as head of a household. The House
recedes.
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
elects 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
by 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 :exclusion for amounts paid by an
employer to the beneficiaries of an employee by reason of the em-
ployee's death. The House recedes.
Amendment No. 32: This: amendment omiends sections 113 (a) (6)

and (22) (b) (2) of.the code to provide that the basis of a survivor's
interest in a joint and survivor annuity, the value of which is Yequifed
to be included in 'he estate of a decedent annuitant dying after De-
cember 31, '19.50) shall be considered to be acquired by "bequest,
devise, or inheritance" and that such basis (that is, the valhe ofsuch
survivor's interest at the time of the edeent'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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Amendnmnt No. 33: Tlhis aImendmont provides for tho permanent
enactment of section 22 (b) (9) of the code, relating to exclusion from
gross income of income attrilbultablo to the discharge of certain indebt-
edness in the case of a corporation which consents to reduction in
basis of its Jroperties in an amount equal to the income excluded,
and extends for three years thle application of section 22 ()) (10),
relating to the exclusion of income of a railroad corporation attriblu-
talle totohe dischaelrge of its indebtedness in a receivership proceeding.
The ramllendment is similar to II. R. 2416, which was passed by the
House onl April 12, 1951 (II. Report No. 311). The House recedes.
Amendment No. 34: 'his amendment makes .certain changes in

section 22 (b) (13) of the IntCrnlld 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
certain compensation received for active service in the Armed Forces
of the United Slates for any month during any part of which the
recipient served in a combat zone after June 24, 1950, and prior to
January 1, 1952. This amendment extends this latter date from
January 1, 1952, to January 1, 1954.

This amendment also extends the exclusion to certain compensation
received 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, disease, or injury incurred while
serving in a combat zone after June 24, 1950, and prior to January
1, 1954, provided that during all of such month there are combatant
activities in some combat zone. The House recedes.
Amendment No. 35: This amendment revises section 22 (d) (6)

(F) (iii) of telo code, which provision was added to section 22 (d) (6)
by Public Law 919 (81st Cong., 2(d sess.) so as to vary the application
of tlle rule with respect to replacement of involuntary liquidations of
inventories in certain cases where such replacement is made during
taxable years ending after Julie 30, 1950, and prior to January 1,
1953. Thle effect of the amendment would be to permit the replace-
rnlllt of the World War II involuntary liquidations during taxable
years lending after June 30, 1950, and prior to January 1, 1953, without
requiring that tlie involuntary li(quidlations occurring during such years
be first replaced, tlllls enabling tlhe replacement of the World War II
liquidations to )e lmade in tune to permit them to qualify for the
benefits of section 22 (d) ((). The HIouse recedes.
Amendment No, 36: Tills amendment ameunds section 23 (x)

(relating to tlle deduction of me(lica expenses) by eliminating the 5
percent, limlitatlionl with respect to th( deduction of medical, dental,
etc., eXI)(e1ss p)aidi (Iuring thl taxable year, not compensated for by
illnslltrance0 oltorwise, for tie care of tle ta.xpl)yer or Iis spouse1 if
either' the( talayer or hlis sp)Ollu( attaillns tilO age of 65 before tlhe close
of tihe taxable year. The limitation with respect to the maximum
deductionll oabll e1undr(l0' section 23 (x) remaiIs unchanged. The
atllln(lent, is efi'ective with rosI)et to taxable years beginning after
Dl)(cemb)er 31, 1950. Tle IHous r1ced1es.
Amendment No. ~37: Th'liiamlendmenlt adds paragraph (7) to section

23 (aa) of tlle Internal Revenuo Code to )provide, in general, that an
election to take or not to take the standard deduction for any taxable
year may be chamnge after the time prescribed for filing a return for
suchl year. TlieiHouse recedes.
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A\lneildmI nt No. 38: This Amendment is clerical. The House

.'\Arlleidrnont No. 39: Section 302 of the'Hoise bill would add a.now
.i1i),lpragraph (I)) to section 23 (a) (1) of the code pr6viding, in gen-
clr;il, tlirt ill expenditures paid br incurred after December 31, 1950,
i tlhe development of a mine or other natural deposit'(other than an

oil oi gas wevll), to the extent paid or iiblurred after thexoistence of ores
ol minerals in commercially marketable quantities lias been disclosed,
tllsall be deducted ratably as the prodUiced ores or minerals benefited
iy Huch exl)oenditurcs are sold. Sectioii 302 of thb HoUseo bill also
,iincnded section 113 (b) (1) by adding a new subaragraph (J)
thereto to provide for adjustmentto the asis of the mine or deposit
for amounts allowed as a deduction under new subparagraph (D) as
added to section 23 (a) (1).
The Senate bill made technical change in the House provisions

and inserted the substahti' of subparagraph (D) as added to section
23 (a) (1) by the House bill in a new 'subsection (cc) to be added to
section 23 of the code. The 'Seent6 bill also added a provision to the
new-subsection (cc) which, in general, would allow the taxpayerto
elect to deduct development expendittire' either in the taxable
year paid or incurred or ratably during the/ taxable years in which
the produced ores or minerals benefited by such expenditures are sold.
The House recedes.
Amendments Nds. 40 and 41: Tlhese amelndiments are clerical. The

House recedes.
Amendment, No. 42: This' amendment changes sootion 26 (b) (1)

(D) of the code to increase the gross income test of a dependent from
$500 to $600. The House recedes.
-Amendment No. 43: This amendmiint adlds to section 26 (b) of

the cod, a now paragraph to'proivid9 for a dividends received credit
in the case of dividends receiVed fr6m' a foreign corporation (other
than a foreign personal holding coiWi'ay) subject to taxation under
chapter 1 of the code which for a stipulated unintorrtipted period of
time has' been ef ged intradeo or. business within the United States
and has derived during such period 60 percent or inor of its gross
income from sources within the United Statos.
The House recedes With an amendment:tinder which the dividends

received credit will be allowed with respect to dividends received from
such a foreign corporation in an anotint'equal to-

(A) 85 percent of tho dividends received out of its earnings or
profits of the taxable year computedd s of'tho closb of the taxable
year without difiinution by reason of' any distribiohltl n ado
during the taxable year) without roigad to th' amount of th6
earnings or, profits at the tfiie tih6 distribution Was mniad'; bit
such amount shall not exceed anlarhunt which bear' tlio ŝam;i
ratio to 85 percent of such dividoiid reciedO t of such' darnii'
or profits as the gross incomrlo'f.iuch f6Mi1ig c6tporatioi' for such
taxable year from sources Within thel UIlted Stateo' b'6n t6 its
gross income from all s6urcei for such taxable year, id .t..'

(B) 85 percitet of th'e diVldeIndi 'fceivetd 9ut of thit patt of
its earnings Or pfitpspecified in blaiuse (1) obf thefiit' sentence
of section 115 (a) accumulateda fter; the bg/riningf 'of sh'u inin
terrupted period, but suchi'iiimiunt shall pi6t ciicood ari'ii-'idihtiwhich bbai''the same ratio 't 85 peircent"'of' such diid6ids' &r4
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coived out of such accumulated earnings 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 determination of earnings or profits distributed in any taxable
year shall be made in accordance with section 116 (b) of the code,
The application of this amendment is illustrated by the following

example: Corporation A (a foreign corporation filing its return on a
calendar year basis) whoso stock is 100 percent owned by Corporation
B (a domestic corporation filing its return on a calendar-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 thl entire
period beginning from that date and ending with December 31, 1951.
Corporation A had accumulated earnings or profits of $50,000, im-
mediately prior to January 1, 1940, and had earnings or profits of
$10,000 for each taxable year during the uninterrupted period from
January l,- 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
calendar years 1945, 1946, 1947, 1948, 1949, and 1950 it distributed
in each 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 $8,500 (85 percent of the $10,000 of earnings
or profits of the taxable year) multiplied by 95 percent (the por-
tion of the gross income of A corporation derived during the tax-
able year from sources within the United States) plus

(2) $22,950 which is $25,500 (85 percent of $30,000 (that part
of the earnings or profits accumulated after the beginniIn of the
uninterrupted period)) multiplied by 90 percent (the portion of
the gross income derived from sources within the United States
during that portion of the uninterrupted period ending at the
beginning of the taxable year).

If, in the foregoing example, corporation A for the taxable year 1951
ha(l 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 earnings or profits accumulated after the beginning of the
uninterrupted period) by 90 percent (the portion of the gross income
from United States sources during that part of the uninterrupted
period ending at the beginning of the taxable year).
Amendment No. 44: This amendment adds to section 51 of the

code (relating to individual returns) a now subsection (g) providing
for the filing of a joint return by a taxpayer and his spouse for a
taxable year for which a joint return could have been made under
section 51 (b) even 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 recedes.
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Amendment No. 45: This amendment adds section 313 to the bill
which relates to income-tax treatment of mutual savings banks,
building and loan associations, and cooperative banks, effective with
respect to taxable years beginning after December 31, 1951. The
House recedes with an amendment.

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

Subsection (b) amends section 101 (4) of the code to repeal the
exemption from tax of building and loan associations and cooperative
banks. Credit unions without capital stock organized and operated
for mutual purposes and without profit will remain tax-exempt under
section 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 organized prior to Sptember 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 not
having capital stock represented by shares.

Subsection (c) amends section 454 of the code to add to the list of
corporations exempt from the 'iects profits tax any mutual savings
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 purposes and without profit.

Subsection (d) amends section 6 (h) of the Home Owners Loan Act
of 1933 (48 Stat. 132; 12 US.S. ,sec 1464 (h)), to remove the language
in such section exempting Federal savings and loan associations from
Federal income tax, war-profits:and excess profits taxes, in the case
of taxable years beginning after December 31, 1951. These associ-
ations will noti of t'ourse, be subject to the excess profits tax, by reason
of the amendment made by sublection (c).

Subsection (e) 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'a mutua
savings bank not having capital stock represented by shares, a domestic
building and loan association, and a cooperative bank without capital
stock organized an' operated for mutual purposes and without profit.
Where 12 percent of tlie total deposits or withdrawable accounts of
the institution's depositors at the close of the taxable year exceeds
the sum ofits surplus, undivided profits and reserves at the beginning
of the taxable year it may take a deduction for a reasonable addition
to a reserve for bad debts for such year fi any amount determined by
it to be a reasonable addition' for such yearti except that 'suhi amount
shall not be greater than the lessor of (A) the' amount of its net income
for such yeat covputel without regard.' thi pro'isioyo l,'or C(B) thi
amount by which 'jbch 12 percent of i: 'total deposits exceeds te
surplus, undivided profits, and reserves at the beginifhg of such' yar.
Where the sutm of the insitutitonts surplib, undividedd' pofitind
reserves' t the beginning'Of the taxable year' equals or excels i
percent of its 'tbta deposits or withdrawable accofutsat theseis' of
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such year, any deduction fr such year for a reasonable addition to a
reserve for bad debbts will be determined under the general provisions
of section 23 (k) (1). In determining a deduction for a reasonable
addition to a reserve for bad debts, and in determining the sum of the
surplus, undivided profits, and reserves, there will be taken into ac-
count, surplus, undivided profits, and bad debt reserves accumulated

prior to the close of December 31, 1951 (i. o., during theper..iod for
wlichtle institti on was not subject to taxation).

Subsection (f) amends section 23 (r) (relating to the deduction from
gross income of certain dividends paid by banking corporations) to
Ilrovide that in the case of mutual savings banks, cooperative banks,
anld domestic' building and loan associations (for definition of domestic
building and loan associations, see section 3797 (a) (19) as added by

sectionn 313 (i) of the bill), there shall be allowed as deductions in
computing net income any 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 may be with-
drawn on demand subject only to customary notice of intention to
withdraw. For example, if an institution has the right to receive
30 days' notice prior to the withdrawal of a depositor of any amounts
paid or credited to the account thereof, the amounts credited will
nevertheless b1) 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 a 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 code) or a cooperative bank without capital
stock organized and operated for mutual purposes and without profit.
It provides that amounts paid by the taxpayer during the taxable
year in repayment of loans made prior to September 1, 1951,-by the
tUnited States or any agency or instrumentality thereof which is
wholly owned b)y 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 not income of the taxpayer. An example for
this purpose of an agency or instrumentality wholly owned by the
United States would be the Reconstruction Finance Corporation.

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

Subsection (i) amends section 3797 (a) of the code (relating to defini-
tions for the 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
Federal savings and loan association, substantially all the business of
which is confined to making loans to members. This amendment is of
a clarifying nature and is not intended to change the existing meaning
of a domestic building and loan association.

Subsection (j) provides that the amendments made by the section
shall be applicable only with respect to taxable years beginning after
December 31, 1951.
Amendment 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 not-definitely allocated to the account$
of patrons.
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The House recedes with an amendment making a clerical change
a.nd with the following additional amendments. Firt, it is provided
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 (lay of the ninth following month, shall be con-
sidered as made during the taxable year to the extent such allocations
are attril)utable to income derived before the close of the taxable year.
Second, it is made clear that in taking into account patronage divi-
dends to patrons with respect to their patronage in computing the net
income of the cooperative, it is immaterial whether such dividends
relate to patronage of the taxable year of the cooperative or to patron-
age of preceding taxable years. Third, the 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.
Under the conference agreement, patronage dividends allocated by

a cooperative to its patrons will not be treated as taxable income to
the cooperative.
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 excess 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 102is
imposed will not prevent capital gains from being taken into consider-
ation in determining whether earnings or profits of a corporation have:
been permitted to accumulate beyond the reasonable needs of the
business. The House recedes.
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 December 31, 1950,
and the transfer of all the property under the liquidation occurs within
one calendar month in 1951 or 1962. The House:recedes.
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 is 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
with respect to distribution of stock made after such date, The House
recedes. :
Amendment No. 50: This is a clerical amendment. The House

recedes,
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Amendment No. 51: Section 303 of the House bill provides, in
general, that any gain from a sale of property used by the taxpayer
as his principal res(dlence will not be recognized if the taxpayer within
a period beginning 1 year prior to tlhe date of such sale and ending 1
year after such (late purchases property and uses it as his principalresidence except to the extent that the taxpayer's selling price of-the
old residence exceeds his cost of purchasing the now residence. The
Senate amendment provides that, where tile taxpayer is constructingthle new residence, such pero(l shall include 18, rather than 12, months
after such sale. If the taxpayer commenced construction of the now
residence more than 1 year prior to the date of the sale of the old resi-
dence, in deterinining 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 durlllng the period beginning 1 year 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 Iouse

recedes.
Amendment No. 53: ''hPe Iouse bill granted a percentage depletion

allowance at the rate of 5 percent in tile case of deposits of asbestos,
sand, gravel, stone (including pumice, scoria, and slate), brick clay, tile
clay, shale, oyster shell, clam shell, granite, and marble. The Senate
amendment 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 itenl in this 5-percent category. The House bill in-
creased the 5-percent rate of percentage depletion now allowed for coal
to 10 percent. T'he Senate amendment followed this treatment in thA
case of coal and included in this new 10-percent category'those mir-
erals which the House bill would have allowed percentage depletion
at a rate of 15 percent. These minerals are borax, fuller's earth,
tripoli, refractory and fire clay, quartzite, perlito, diatomaceous earth,
metallurgical grade limestone, and chemical ,grade limestone. The
Senate amendment also added wollastonite, magneosit, 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-percent rate.

Thie bill, as passed by both the Iouse and the Senate, made
technical amendments to section 114 (b) (4) (A) which do not alter
its substance. Tho I-ouseo bill changed the parenthetical- clause;
stating ttlat thonardito produced( from brines or mixtures of brine
would bo ,allowed percentage depletion, to state that thenardito,:
including thenardito from brines or mixtures of brine, would be
permitted such allowance. 'lhe Senate amendment achieved the'
same effect by striking the parenthetical clause.
The amend(lnnts made by both Houses are applicable only with

respect to taxable years beginning after December 31, 1950.
The House recedes with an amendment which restores borax,

fuller's earth, tripoli, refractory and fire clay, quartzite diatomaceous
earth, metallurgical grade limestone, and chemical grade limestone to
the 15-percent category 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 tie percentage depletion allowance at the
5-percent rate. Potassium chloride is entitled, under existing law, to
percentage depletion allowance at 15 percent. Under the conference
agreement calcium carbonates are granted an allowance of 10 percent,
while marble, which is a calcium carbonate, receives 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 the allowance provided (whether higher or lower) for a
more general classification. ,

It is the intention, in including stone in the 5-percent percentage
depletion category, to limit such term to its commonly understood
meaning. Thus, depletion would. bo 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 stones such as diamonds.
Amendment No. 54: Section 115;((g)(3) of the Internal Revenue

Code provides in substance that section 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 determining 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 estate 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 moro than 35 perobnt of the value
of the gross estate of the decedent. The amendment would be appli-
cable with respect to distributions in redemptions made after the
date of enactment of the act. .
Amendment No. 55:, This amendment amends section 116 (a) of

the Internal Revenue Code so as to apply the exemption of earned
income received. from sources without the United States to (i)' an
individual citizen of the United States who has been a bona ifide
resident of a foreign couritry or countries for an uninterrupted; period
which includes an entire taxable year or (2) an individual citizen
of the United States who during any period of 18 consecutive months
is physically present in a foreign country or countries for a total of
at least 510 full days in such period. Amounts paid by the United
States or any agency thereof do not, come within the provisions of
this amendment. The amendment further amends. the Internal
Revenue Code to adapt the provisions respecting collection of income
tax at source on wages to the substantive changes made to section
116 (a) of thd -codei and to elimiinate withholding of Federal income
tax with respect to wages which are required by law of any foreign
country. to be withhold ipono fot income taxes of such foreign country.
The House recedes with a clerical amendment. ! i
Amendment Nos. 56, 57, and 58: These are clerical amendments.

The Houso recedes. .. , , '

Amendment No. 59: This amendment strikes out the. proVisioi off
the House bill which provided for an increase, iln the case odf individ-
uals, of the alternative tax 'on capital gails ,from 25 percent toi 28.125
percent. The House recedes with an amendment providing effectivee
in the oaseaiof taxable ydars beginning after October 31, 1951, andlbe-
fore November 1, 1953) for an increase of the alternative taxi from
25 percent to 26 percent. Under the ,conferehcel agreement; i:the

77



REVENUE ACT OF 1951-

amenndment will have nlo effect on a taxblle year beginning befoti
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
ending after Novemnber 1, 1953, if the taxable year began before
that (late.
Amendment Nos. 60, 61, and 62: These are clerical amendments.

The Houlse recedes.
Amendment No. 63: This amendment provides rules for the appli-

cation of section 117 (j) in cases where land bearing an unharvested
crop is sold. T'he 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.

Amenlldment No. 64: The House bill contained a provision which,
effective for taxable years after 1950, amended section 117 (j) (1) of
the code to provide tht ththe tern "property used in the trade or busi-
ness" includes livestock held by the taxpayer for draft, breeding, or
dairy purposes for 12 months or more. The Senate amendment
restates this provision to provide that the term "property used in the
trade or business" includes livestock, regardless of age, held by the
taxpayer for draft, brooding, 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
brooding purposes, and held by him for 12 months or more from the date
of acquisition. The Senate amendment also included rules respecting
effective date. The House recedes with an amendment striking out
the reference 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."
Amendments Nos. 65 through 72: Section 307 of the House bill

(which corresponds to section 325 of the Senate bill) extended capital
gains treatment to certain coal royalties. The 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 amendment No. 67 with an
amendment which strikes all references to timber, and which provides
that tlhe provisions in regard to coal added by the bill shall have no
application for tlhe purpose of applying section 102 or subchapter A of
chal)ter 2, including the computation under section 117 (c) (1) of a tax
in lieu of the tax imposed by section 500.
Amendment No. 73: This is a clerical amendment. The House re-

codesq.
Amendment No. 74: Thle House bill provided that the amendments

relating to collapsible corporations shall be applicable to taxable years
beginning after December 31, 1050. This amendment limits the
effective (ate to taxable years ending after August 31, 1951, and
limits the application of the amendment to gains realized after such
date. The House recedes.
Amendment No. 75: Thlis is a clerical amendment. Tlhe Iouse

recedes
Amendment No. 76: Section 309 of the House bill added a 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

78



REVENUE ACT OF 1951

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 provisions 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 rocodes with an amendment which adds
a new subsection (o) to section 117 of the Internal Revenue Code so
as to provide that in the case of a sale or exchange, directly or in-
lirectly, of depreciable property (1) between husband and wife, or
(2) between 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, 1951.
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 after
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 employment.Amendment No. 79: This amendment, for which there is 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 noncorporate taxpayers, and for a 4-year carry-over of
1946 and 1947 net. operating losses by certain now'corporations. The
amendments to section 122 (b) (2) are made applicable in computing
the net operating-loss deduction for taxable years beginning aftor
December 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
mnay be' carried: forward by new corporations, and reduces from four
to thire thi number of years to which 1948 and 1949 net operating
losses may bo carried forwardd by all taxpayers. · :-
Amendiment No. 80: This amendment amends subsection (d) of

section 130A/, relating to definition of the term "restricted stock
option," to provide that if the grant of an option is subject to stock-
holder approval, the (late of the grant of the option shhal be doter-
mined as if the option had not been subject to stockholder approval.
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The amendment is made effective 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,
Amendment No. 81: This amendment adds to the bill a new

section 331 pursuant to t!ao provisions of which (1) a domestic cor-
poration which owns at least 10 percent of the voting stock of a
foreign corporation from which it receives dividends in a taxable year
will, for purpose of compu ting the foreign tax credit of such domestic
corporation, be deemed to have paid a proportion of certain foreign
taxes paid, or doomed 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, if the former foreign corporation owns
a majority of the voting stock of the latter foreign corporaton. The
Iouse 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,. ; ..
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 be required from persons making payment of interest
unless the payment is $600 or more. The House recedes with a
clerical amendment.
Amendment No. 83: This amendment adds a new section 154 to

supplement D of chapter 1 of the code, relating to returns and pay-
ment of taxes.
Such section 154 provides that, where any individual dies after

June 24, 1951, and prior to January 1, 1954, while in active service
as a member 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 code will not apply with respect to the taxable year in which falls
the date of his death, or with respect to any prior taxable year which
ondod on or after the first (lay he was so serving in a combat zone after
June 24, 1950, and (2) the 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 years
preceding those specified in (1) above, which is unpaid at the date of
his deOath 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 recedes with a clerical amendment.
Amendment No. 84: This amendment amends section 165 (b) of

the code, relating to distributions to an employee by a trust which
qualifies for exemption under section 165(a).:
Under section 165 (b), amounts distributed or made available to an

employee by such a trust (in excess of the employee's contributions)
are taxed to the employee only in the years in whiohdistributed qrmade available and, if the total distributions are paid to the employeein one taxable year on account of those employee's separation from the
service, the amount of the distribution (to tlh extent exceeding the
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employee's contribution) is taxed at capital gain rates (as from sale
or exchange of a capital asset held for more than 6 months).

Under. the amendment, where such a total distribution occurs, in
one taxable year, and consists in whole or in partiof 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 ;tht 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 unrealized apprecia-
tion which is excluded shall in the hands of the recipient not be
included in the basis of the stock or other securities distributed.
The House recedes with an amendment providing thtt the pro-

posed treatment is also to apply to; securities issued by a.parent or
subsidiary corporation of the employer corporation.;Amendmelnt 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, the;reserve and other .policy liability credit of life
insurance companies, would have been. extended to apply to taxable
years beginning in 1951. Under this, amendment ,there is substituted
for this provision a system for taxi.g such companies, but only for
taxable years beginning in 1951, which is different from thaticontained
in present law. Under this system, in lieu of allowing life insurance
companies an adjustment of. their normal:tax- not income and :of
their corporation surtax neat income, by means of the- reserve and
other policy liability, credit, for purpose of a tax imposed at the
regular corporate rates, a low-rte tax' isL niposed on the normal tax
net income of such; companies without allowe,nce of any such credit.
Under the Senate amendment there il imposed for 1951 a tax equal to
3% percent of thefirat$200,000 of the 19&1 adjusted norrnal tax net
income of such companiess and 6%, percent of the amount in excess
thereof. The House recdes'with a clerical amendment.
Amendment No.:86: !This is a clerical amendment..The House

recedes with a clerical- amendinent. .
Amendment, No. 87: This amendment 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 registered
management investment companies certified by, the Securites, and
Exchange Commission as principally engaged ir- furnishing capital to
corporations principally engaged;l in development! or expoitation, of
inventions, technological 'improvements, ne: procees, orproducts
not previously generally available., The House 'recdeds.: - . i,.-
Amendment No 188: This amiendment,: for which there is nocorre-

spending. provision: n thie House bill,' makes a minor change in the
definition o.f.f'ystem ;group ,.contaiind;n section. 373 ,(d).ofi the
Intermal: Revenue.Code. , > lUnder i this amendment; -in determining
whether, one, or more.of the corporationss in utility system : wn
the required 90 percent of olsi class ofthe stock of another corporationinUtle Sameisystem, there is djiregardedt not onlyatock which is prei
ferted: to lth 4vi detnds ,ad i, assets,;wihio type ;of ,took, ay, be
disregarded, for, this purpose , under, present law;,- but !also stocka which
is linmted and preferred as to dividends but which is not prefqrredia: to
assets, piviied that thoi tot:a value iof, uch stock iless,athna'

p , dtvo-tiidea
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percent of the aggregate 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
madoe after December 31, 1947. The House recedes witha clerical
amendment.
Amendment No. 89: This amendment subjects governmental col-

leges and universities and corporations wholly owned by such colleges
or universities to the supplement U tax on their unrelated business
net income, effective for taxable years beginning after December 31,
1951. The House recedes with a clerical amendment.
Amendm ent No. 90: This is a clerical amendment. The House

recedes with a clerical amendment.
Amendment No. 91: This amendment provides for retroactive ap-

l"ication to taxable years beginning after December 31, 1938, and
beforee 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 provisions are applicable
generally to taxable years beginning after December 31, 1950. The
House recedes with an amendment revising the effective date pro,
vision to provide that the amendments made by the bill with respect
to f.amilypart.nerships shall be applicable only with respect to taxable
y'nars beginning after December 31, 1950, and to provide rules for
cases whor th e taxable year of the partner differs from that of the
partnership.

In applying the proposed treatment of family partnerships to tax-
able years beginning after December 31, 1950, whore 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 fatnily
partners from the taxable year of the partnership beginning in 1950
however, where a taxable year of the partnership ending in 1951
(whether beginning in 1950 or 1951) ends within or with a taxable
year of a family partner which began in 1950; the proposed treatment
is not applicable to any of the distributive shares of income derived
by the family partners from such taxable year of the partnership.
Amendment No. 92: This amendment, for which there is no cor-

responding provision in the bill as it passed the Houseo amends section
127 of the :codo to provide an alternative treatment of war loss re-
coveries, applicable at the election of the taxpayer. Under theamend-
ment the amount of the recovery, to the extent that it does not exceed
the 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. In lieu of including such amount in gross
income for the taxable year of the recovery, there is to be added to the
tax imposed by chapter 1 for such taxable year the total increasein!
the tax under chapter 1 and chapter 2 for all taxable yearA which
would result by decreasing, in an amount; equal to such part of the,'
recovery so excluded; deductions allowableoin 'prior 'taxable' year'
with respect to the destruction' or seizure of the property. To the{
extent that the amount 6f the recovery exceeds ;the allowable des
dilutionIin )rioi taxable yr on account of the destruction or seizure
of thepropherty, such amomlt is treated for the taxable year of the re-
covery as gain on the involuntary conversion of property and is recogp
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nized or nonrecognized as provided in Bection, 112 (f). This amend-
ment also provides a new rule for the determination oftihe unadjusted
basis of property where the alternative treatment of, the recovery is
applicable pursuant to election made by the taxpayer. ,The House
recedes with amendments which revise section 127 (c) (3), (A) sand
(5), 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 taxable years be-
ginning after December 31, 1941.

Section 127 (c) (3) (A), relating to the definition, of "amount of
recovery" for the purposes of the new ,alternative 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, such property or interest may be :included. in the
amount of recovery at its fair market value, determined.as of theodate
of recovery, or at the option of the taxpayer at the adjusted basisI(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 (0) (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 tfeat 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;i l .

These two new rules incorporated into section 127 (c) (3) (A) may
be illustrated by the following examples: i ; I,
Example. (1): The taxpayer on December 11, 1941, owned Blackacre,

a property located in Germany. The adjusted basis bf such property
in the hands of. the' taxpayer oi such date ,was $1,000,000.f. Under
section 1271 (a) such property ~was deemed destroyed or seized in the
year 1941 and the taxpayer's loss of: $1,000,000 iwas aunallowable
deduction for such year whether or not the .taxpayer claimedi:uoh
deduction. A recovery with respect to such ilos' is required' to ,b
taken into account under section 127 (c).. Assume that in 1946 the
taxpayer recovered this property and,that on the date of ,recovery, it
had a fair market value of $500,000. If the.taxpayer elects;to proceed
under the provisions of section 127 (c)i (3), hei has an option to include
in the amount of the ,recovery respecting, this ,property 'either the
fair market value on the date of the recovery ($500,000) or ahtmoutit
equal to the, adjusted basis of: the ,property !as of' the date: of,the
losB ($1,000,000). Assuming the. taxpayer lhad' no' previous, recovery
with resp'oct to thisiproperty, its unadjusted. basis ,undet section 127
(d) (2) for. the period subsequent, to recoverywould .be $560000Q or
$1,000,00depending upon :whether the it.tpayerr chose to include
the property i the amount of recovery in 1946 at: its faar miaket
value' on the date of the recoveryr; its adjusted ibais as of tho date
of; loss,: If the 'taxpayer chooses ito treat. $1f,0,000 (the adjusted
basis of the 'property on the' dateo'f thb loss ini1941) as ithe amotint bf
the recovery, there would be added to the tax, for 1946 the total inm
crease in tihe tax Whichi wouldresult by, decriasingl from $1,000,00OOQto
zero the,amount of the deductions allowable in 11941 iqnadcloult otthe
destruction or seizure of Blackacre. If; the taxpayer olioosestoi tirea t
only $500,000 (fair market value on date of recovery) as!the amount
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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 $600,000 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 taxpayer 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 chapter 2 for all taxable years which would
result from eliminating the allowable deduction of $2,000,000 in 1941.
F]or the purposes of paragraph (C) the amount of recovery is likewise
considered to bo $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 applying 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.
Under the conference 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 being 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.

Section 127 (c) (5), 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 elects to have the provisions of paragraph (3) applicable in
any taxable year in which he recovers any money or property in
respect of property considered under section 127 (a) as destroyed or
seized, the provisions of paragraph (3) shall be applicable to all tax-
able years of the taxpayer beginning after December 31, 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, 1952, by the taxpayer unless he receives 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 section 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 (c) (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 being determined under section
127 (d) (2), shall not expire prior to the expiration of 2 years following
the date of the 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.
Paragraph (5) further provides that if section 127 (o) (3) is applicable

to any taxable year pursuant to the taxpayer's election, 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 seo. 3761 of the Internal Revenue Code,
relating to compromises), credit or refund of such overpayment maynevertheless be made or allowed if claim therefor is filed within 1 year
from such date.
Paragraph (6) further provides 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 (a) (3) to such year, and
no interest shall be assessed or collected with respect to any amount
or any deficiency specified in clauses (1) 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. ,

Amendment No. 903 This amendment adds a new subsection (ff)
to section 23 of the code (relating to deductions from gross income),
providing that expenditures paid or incurred during the taxable year
for 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-
posit/ may be deducted in computing net income:for the taxable year,
except to the extent that such expenditures exceed $76,000; The
subsection further 'provides that the taxpayer may elect to treat as
deferred expense any portion of such deductible amount, in';which
event suchdeferred portion shall be deductible on a ratable ibais's as
the units' of produced iores, or, minerals: discovered' or explored by
reason of such expenditurec'ar sold. No deduction may,be taken
under this new subsection if in any four preceding years (not neces-
sarilvy consecutive years); the taxpayer,: or any individual! or corpora-
tion (who has transferred to the taxpayer any mineral.or ore propertyunder circumstances which make .the provisions of;parsJ (7)'i {8) f(11 )
(13'i (15), (17)J (20),or (22) of section 113 (a) of ithe code applicable to
such transfer), has taken a deduction, or elected to treat exploration
expenditures as deferred expense, under thenew subsection,;, The House
recedes with a clerical amendment. I ;, ! . !; ' ;
Anmendmeit Nod :94: ,This amendments would have added a inew

subsection (n) to section 115 of the code' to provide speciall rule, for
the treatment of gain upon the complete liquidation of a corporation
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whore 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 Senate recedes.
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 employee under the definition contained
in the Federal Insurance Contributions Act shall bo considered to be
all "employee" for the purpose of applying the provisions of chapter 1
(such as sections 22 (h) (2) (B), 23 (p) and 166) which determine the
effect of contributions for the benefit of, and distribution to, "an
eml)loyee" under a stock bonus, pension, profit-sharing, or annuity
plan. The amendment is applicable to taxable years beginning after
1938. The House recedes.
Amendment No. 96: This amendment would allow in full, for pur-

poses of computing the net operating loss (as defined by sec. 122 (a) of
the code) of a taxpayer other than a corporation, deductions allowable
under section 23 (e) (2) (relating to losses incurred in a transaction
entered 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 not operating loss in the case of such a
taxpayer, section 122 (d) (5) limits the (eductions 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-
her 31, 1950, in respect of property, if the losses arise from fire, storm)
shipwreck, or other casualty, or from theft. The amendment will
unable 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 5 years. The amendment is made applicable in
computing the not operating loss deduction for taxable years ending
after December 31, 1948.
Amendment No. 97: This amendment relates to the abatement of

tax of certain irrevocable trusts to the extent that the income is
owned by any individual who dies on or after December 7, 1941, while
in active service as a member of the military or naval forces of the
United States or of any of the other United Nations and prior to
January 1, 1948.

'l'he House recedes with arramendment which provides that, 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 a member of the military or naval forces of the United States
or of any of the other United Nations, there shall be allowed as a
(deduction in computing the net income of the trust for any taxable
year the income of the trust for such taxable year, before diminution;
for income taxes with respect thereto, which was, or would have
boon but for such diminution, accumulated for such beneficiary.

'his deduction shall be allowed, however, only if (1) the income
accumulated was for a taxable year of the trust which ended with or
within a taxable year (ending on or after December 7, 1941) of such
beneficiary during any part of which ho was a 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 year 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) the income for such
taxable year accumulated for the benefciaryi 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. i1i' i
Amendment No. 98: This amendment (effective for taxable years

ending after the date of enactment of this bill) would requilrea nhet
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 be taxed ;as a life insure
ance company. This amendment is a corollary of amendment No, 46,
relating to the taxation of mutual savings banks. The amendment
is applicable only with respect to taxable years beginning after
December 31, 1951i. ;
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 conduct a life insurance
business and which conducts such a business in a separate depart-
ment the accounts of which are maintained separately from the other
departments of the bank. The tax is to consist of the sumn of (1) a
partial tax computed 'under sections 13 and 15 of the code upon the
net income of the bank determined without regard to' ahy items of
income or deductions properly 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 any items of income or
deductions not properly allocable to such department at ithb rates
and in the manner provided in supplement G with respect to life
insurance companies. In determinig the:net irncoie for purposes of
such partial taxes no account shall be taken of aniy transactions
between the insurance department and the bank or any othor
department thereof
The amendment ,is applicable only with respect to taxable .years

beginning after December 31, 1961. i ,.,'
Amendment No.!,100: This amendment adds:at the end of section

422 (b) of the code (relating to definition of unrelated trade or business
for the purpose of determining the unrelated business net, ,income
subject to the supplement U tax) a special rule with rep)ect to pub-
lishing businesses carried on by colleges and universitiesi ,.This amend-
ment! is applicable withirespect_ to taxable '-years bfginnin after
December 31, 1960 and prior to Janttary! 1,l1963 The purpose of
this amendment is to afford an organization (exempt under sec: 101 (6)
and' subject to supplement, U) which owns :&:publishing:business
limited opportunity to, confirm, orI relate isuc ; publishing :business
to its educational or other, exempt purposes within theititme specified
in the amendment, and ,ths: be relieved of supplementiU tax tthereon
for' taxable years preceding the ,taxable, year iin which :theactivity
becomes related. The House recedes with,A clarifying' aenorinent.
AmendmentitNo. 101 : Thisameindment, forntxable years beginning

prior to Januaryy 1,, .1964, trbats,as! related,'fori 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 to taxable years
beginning after December 31, 1950, and prior to January 1, 1954.
Amendment 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 surtak
on personal holding companies. Subsection (e) will provide for! the
deduction, for purposes of computing undistributed subchapter A net
income, of an amount by which the undistributed subohapter A net
income determined 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, retion,ion,rulei
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.
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 code as
surplusage upon elimination of the second sentence as provided in
the House bill. The House recedes.
Amendment No. 104: This amendment retains the substantive pro-viDions of the House bill, but differs therefrom in the following respects:

(a) Whereas the Housebia. wou!d grant an exemption from the
admissions tax in the case of shows or performances the proceeds
of which inure exclusively to the benefit of certain organizations,
such as religious, charitable, and educational groups, no such ex-
emption would apply, under the Senate amendment, in the Case
of any motion-picture exhibition. Under the Senate amendment,
to come within the exemption privilege, a religious institution
must be a church or a 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 general public(b) The Senate amendment eliminates the pre-1941 exemptionin 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 solepurpose of main
training a cooperative or community center motion-picture theater.

(c) Whereas the House bill would' exempt admissions to agricultural 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 faironly.; ,

(d) The exemption gra.Ied under the House bill in: the case
of benefits conducted for or a, behalf of police or fire department
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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, pension
or disability fund for the members 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
benefit of an organization (organized prior to October 1, 1951) which
is exempt under section 101 (6) of the code and which is operated for
the purpose of conducting an annual chautauqua program of educa-
tional, cultural, and religious activities at a permanent location.
The bill restores the provisions of section 1701 (c) of the code

without change, so that admissions to concerts conducted by a civic
or community membership association (such as orchestras, choral
societies, etc.)'will be exempt from tax.
Amendment No. 105r This is a clerical amendment. The House

recedes.
Amendment No, 106: This amemendmnt grants an exemption from

the admissions tax covering admissions (1) to a home or garden which
is temporarily opened to tile general public as part-of a proram carried
on by a society or organization for such purpose and (2) to historic
sites, houses, and shrines, and museums conducted in connection there-
with, maintained and operated by asociety or organization devoted
to the preservation of such places. The House recedes,
Amendment No. 107; This 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 1, 1954. The House recedes
with an amendment fixing-the rate reduction date as April 1, 1954.
Amendments Nos,. 108 and 109: These are clerical amendments.

The House-rece4es. ,
Amendment No. 110: This amendment makes provision 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 inventory date to correspond with the change made in the rate
reduction date and an, amendment fixing July 1, 1964, as the date
before which claims for refund must be filed.
Amendment No. 111: This amendment provides for a reduction in

the rate of tax on snuff and chewing and smoking tobacco from 18
cents per pound to 10 cents per pound. The House recedes with a
technical amendment '

Amendment No.,,;l12:,Tthis amendment strikes out the provisions
of section 431 of the House bill imposing a retailers? excise tax upon
mechanica: ligters for cirttes cgars, and pipes. Such articles
will be taxed lt,thenanufacturers': level at the rate of 15 percent (see
amendment No. 189),. The House recedes. , i,
Amendments Nos. 113 and 114: These amendments are clerical.

The House'recedea,i,,:.,,i , ). ;. i.- / .
Amendments Nos. 116 and 116:' These amendments provide that

the retailers' excise tax ihl:.not apply with respect to the, sale of
miniature samples of cosmetics, toeilt artioleailotions, powder,: eto.,
taxable under section 2402 (a) of the code, made by a manufacturer
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or distributor to a house-to-house salesman for demonstration purposes
only unless such samples are resold by the salesman. The House
recedes.
Amendment 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
gallon upon any liquid sold or used as a fuel in a Diesel-powered
highway vehicle. The House recedes with an amendment which re-
stores tlhe House provisions but provides that effective April 1, 1954,
the rate of tax on such fuel will be reduced to 1I cents per gallon.
Amendments Nos. 119 and 120: These amendments are clerical.

T'he Senate recedes.
Amendments Nos. 121 and 122: These amendments 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 January 1, 1954. The House re-
codes with an amendment fixing April 1, 1954, as the rateoreduction
date in lieu of January 1, 1954.
Amendments Nos. 123, 124, 125, and 126: These amendments are

clerical. The Senate recedes.
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, 1954. The House recedes with an amendment providing
that the rate reduction date shall be April 1, 1954.
Amendment No. 130: This amendment is clerical. The Senate

recedes.
Amendment No. 131: This amendment provides that the increase

in tax imposed with respect to certain sparkling wines, liqueurs, and
cordials shall 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: Those are clerical

amendments. The Senate recedes.
Amendment No. 137: This amendment provides that the increase

in the rate of tax imposed with respect to fermented malt liquorsshall be reduced to the present rate of tax effective January 1, 1954.
'he 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 cler-

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 aimndment fixing
the inventory date to be used in determining the amount of refunds as
April 1, 1954, in lieu of January 1, 1954, and with a clerical amend-
ment.
Amendment No. 142: This is a clerical amendment. The House

recedes with a clerical amendment.
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 Senate recedes,
Amendments Nos. 147, 148, and 149: These amendments provide

that the increase in the occupational tax for wholesale dealers in
liquor, retail dealers in liquor, and wholesale dealers in malt liquor,
respectively, shall be reduced to-the present rate on and after January
1, 194. Under the House bill, the increase in rates was permanent.
The Senate recedes.
Andmdment No. 150: This amendment is clerical. The Senate

recedes. - .I

Amendment No. 151: The House bill provided 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- reduction' in the
rate of tax on distilled spirits 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 December
31, 1953, shall be changed to March 31, 1954, to take into account
the change in the rate reduction date.
Amendment 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 bowling alleys and billiard and
pool tables. The House recedes..

Amendment No. 154: This is a clerical amendment. The House
recedes with a clerical amendment.
Amendment No. 155: This is a clerical amendment. The Senate

recedes .: ;
Amendment No. 156: This is a clerical amendment. The House

recedes with a clerical amendment.
Amendments Nos. 157, 158, 169, 160, 161, and 162: These amend-

ments are clerical. The Senate recedes.
Amendment No. 163: This 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 to tax, or who was
engaged in receiving such wagers, prior to the day on which such tax
becomes effective shall be required to pay the special tax imposed by
subchapter B of chapter 27A. The House recedes with clerical
amendments.
Amendments Nos. 164 and 165: .These are clerical amendments.

The Senate recedes..; ..;I1 i i
Amendment No. 166: This amendment provides that the increase

in the rate of the manufacturers' exosme tax with respect to, triuks,
busses, etc,, shall revert to the presentiate of tax effective' January 1,
1964.: The House recedes with ani amendment providing that the
rate reduction date shall be April 1, 1964, : , ,.
Amendment No. 167;: This amendment eliminates the present tax

of 7 percent upon the sale of house trailers, includingparts' and
accessories therefore. This amendment will bcomo 'effective! on/the
first day of the first month which begins more than 10 days aftdr;the
date of enactment of the bill, thus, the tax would apply with respect
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to the sale of house trailers made prior to such effective date and
notwithstanding that such purchases may 1)e paid for on an install-
ment plan after such date. A house trailer would be considered as
sold prior to such effective date if the right of possession thereto
passed to the purchaser prior to such effective date.
The amendment also provides that the increase in the rate: of the

manufacturers' excise 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, 1954,
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. The House
recedes with al amendment providing that the rate reduction date
shall be April L, 1954.
Amendment No. 169: This is a technical amendment. The House

recedes.
Amendment No. 170: This is a clerical amendment. The Senate

recedes.
Amendment No. 171:.This is a technical amendment. The House

recedes.
Amendment No. 172: rPhis is a clerical amendment. The House

recedes with a clerical amendment.
Amendment 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 componets are purchased for
resale to a manufacturer of refrigerator equipment and provided the
regulations prescribed by the Secretary of the Treasury relating to
such sales are complied with. The House recedes withh-clerical
amendments.
Amendment No. 174: This amendment (a) revises the taxable list

of sportng 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, (c) retains the present 10 percent rate
of tax with respect to fishing equipment, and (d) increases the rate of
tax, like the House bill, with respect to the remaining sporting equip-
mett to 15 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, 1954.
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 acot.
Amoedmont No. 175: This is a clerical amendment. The House

recedes with a clerical amendment.
Amendment No. 176: This is a clerical amendment. The HIouse

recedes.
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Amendment No. 177: This is a clerical amendment. The Senate
recedes.
Amendment No. 178: This amendment, strikes out electric direct

motor-driven fans and air circulators of the industrial type and electric
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.
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' type.
Amendment No. 179: This is a clerical amendment. The House

recedes 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 items subject to the manufacturers' excise tax.
The House recedes.
Amendment No. 181: This amendment strikes out the provision

of the House bill which would have added electric shavers to the
list of appliances 'subect to the manufacturers' excise tax under
section 3406 (a( (3) of the code, and adds oloctric garbage-disposal'
units to such list. The House recedes.
Amendment No. 182: This amendment provides that the tax'

imposed by, section 3406 (a) (3) will not apply to appliances of the
industrial type. The substance of this amendment is covered by the
action of the conferees with respect to amendment No. 178. The
Senate rocbdes. :
Amendment-No. 183: This amendment makes the provisions of see,

tion 3441 (b) (relating to sale price of a taxable article) applicable to
a situation where a manufacturer has a plan of negotiating the sale of
an article to the ultimate user for and on behalf of the retailer of such
article. The Sbnato recedes.:;: ; ;' .
Amendment No. 184: The House removed certain items 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 items upon which their tax is retained to a uniform'20
percent-rate.o . ...'s *i;:- , ..,m,
The Senate amendment (a) retains the present list of photographic,

items subject to tax and subjects such items to a uiifirm tax'rate'f15 percent with'respet thereto 'and (b) provides, that the tax on l
sale of unexposed 35-millimeter color positive-print' motion-picturo;
film shall be coliiput'ed, in lieu iof on the price, for which so. sold, o6n
the price for whichi'anAequivalent quantity of unexposeOd 35-milli
meter black-and-white positive-print 'motion-.picture film is: sold
The Houise recedes with an amendment which restores the House-
proviion with'a clerical amndmentdm;i i :,i '.' ,:
Amendment No: 185: This is a clerical amendment. The House

recedes with a clerical amendment. ;; /
Amiendmr nts :Nos! 186 and 187: These' are clerical amendments,

Tho House recedes.
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Amendments Nos. 188 and 189: The House bill imposed a manu-
factlrors' excise tax, atI a rato of 20 percent, oln mechanical pencils,
fountain pens, andi)all point pens. Senate amendment No. 189 addc
to this list mechanical lighters for cigarettes, cigars, and pipes (the
Ioulse iadn imposed a tax on these items at the retail level; see amend-
ment No. 112), and Senato amendment t No.= 188 provides a rate of
tax of 10 percent on all these items. The Ho0use recedes on amendment
No. 189, and recedes with an amendment on amendment No. 188
fixing the rate of tax on these items at 15 percent.

Amenlll meant No. 190: Thisis a technical ainoendmont. The
llHouse 1rec(0des.

Amlenldment No. 191: Tlls is a clerical amendmel nt. 'The louse
reced(l.s with a clerical arend1lment.
Amendment, No. 12: Thlis is a clerical amendment. Timhe ouse

recedes.
Amendllment No. 193: This is a clericalaninendmt nt. The IHouse

reced(les with ia cleric-al amendment.
Amendmellnt No. 194: This amendment provides that the increase

in tlhe rate of tax on gasoline shalllbo reduced to the present rate of tax
effective Jantuary 1, 1954. lThe House recedes with an amendment
fixing the rate reduction date as April 1, 1954.
Aml ndments Nos. 195, 106, and 197: These are clerical amendments.

The House recedes on anmndments Nos. 195 and 190 and recedes with
a clerical amendment on amendment No. 197.
Amendment No. 198: 'Tlis is a technical amendment. The House

recedes with a further technical amendment providing that the credit
and refund provisions of section 3443 of the code shall be applicable to
the floor stocks tax imposed on gasoline.
Amendment No. 199: Thi's amendment provides for a floor stocks

refund on certain gasoline held for sale on January 1, 1954, tom-date
provided by Senate amendment No. 194 for termination of the increase
in tax on gasoline. 'The IHouse recedes with an amendment fixing
April 1, 1954, as the inventory date to correspond with the change
made ill the rate reductionsl date.

Amiendimt nt No. 200: T'his is a clerical amendment. 'lThe Iouse
rece(lde with a clerical amonlili-ont.
Amendments Nos. 201, 202, and 203: 'llese aren clerical amendments.

'ihle Sonato recodes.
Amendment No. 204: 'l'he House bill reducedo the rate of tax on

ldomlestic telegraph, cable, or rli(dio dispatches from 25 pl)cent to 20
percent. Tlhe Senate amendnlrment frutloer reduces the rate of tax to
15 percent. 'l'lThe Houso recedes.
Amendments No. 205, 206, 207, 208, and 209: These are clorica

amendments. The( House recedes,
Amendment No. 210: This amenlldmenl provides that no tax shall

be imposed under section 3465 (a) (1) (A) of the code on any pay-
ment ,received for any telephone or radio telephone message which
originates within a combat zone, as defined in section 22 (b) (13),
from amitembrll)oftheAe United States porforminmg
service in such combat zone. The Hlouno recedes with a clerical
amlnondlont.
Amendment No. 211: Thfis is a clerical amiondment. Thle House

recedes witl a clerical amendment.
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Amendment No. 212: This amendment strikes, Qut. the provisions of
tlle House bill which would impose.a tax on the transportation of crude
petroleum and liquid: products thereof by water from Ine point in the
United States to another when such transportation is performed by hlxe
owner of the crude petroleum and liquid products thereof., The;Ioouse
recedes. :
Amendment No, 213: This amendment provides that no tax shllhl

be imposed with respect to the transportation of poersos by water oj
a vessel which makes one or more intermediate, stops at ports witllill
the United States, Canada, or Mexico on a. voyage which begins or
ends in the United States and ends or begins outside the northern pj)or-
tion of the Western Hemisphere if the vessel in stopping at suchwinter
mediate ports is not authorized both to discharge and to take on

passengers. The House recedes with a clerical amenidmentl
Amendment No. 214: This amendment provides that section 3475

of tie code, relating to the tax on the transportation of. propIertyshall not apply to the transportation of ertth, rock, or other, atrial
excavated within the boundaries of, and in the course of, a construc-
tion project and transported to any place within, or adjacent to, the
boundaries of such project, The House recedes with anl amendment
providing that the; determination fas to the applicability'o tlilo tax
imposed by section 3475 il the case of the transportation any
excavated material, other than transportation to which the amond-
ment made by this subsection applies, shall be made as if this sub-
section had not been enacted and without inferences drawn froI the
fact that the amendment made by this subsection is not expressly
applicable to the transportation of such other material. ,

Amendment No. 215: This is a clerical amendment. The House
recedes with a clerical,amendment.
Amendment No, 216: This amendment provides for arefund of tax

on cigarettes, distilled spirits, wino, and beor, equal to the difference
between the tax paid on such items and the amount of tax made
applicable qon and after January 1, 1954, brought from a foreign
trade zone into customs territory of thb. United States ,on andfter
January 1, 1954 the rate reduction date specified witi respect. ,to
the taxable articles in. question. TlThe House recedes with a clerical
amendment and with, an, amendment fixing theo determinttive date
as April 1, 1954, in lieu of January 1, 1954.
Amendment No. 217: This amendment provides that, the Secretary

of the TreasurylY is utlhorod and Idirected to makerofunld,,r allow
credit, in tlh case of a {iltiler or rectifier, if leos elects, in tLmamount
of the internal revenole tiXand customlYs duties paid oln spirits p're-viously withIdrawn, andji ost, or0 endered llnmrarketable by reason of
the 1951 floods, provid(ld certain condition aremot.t po,IHouso
recedes with a lor'icaolmnendinto.
Amendment No. 21$: This, amendment is clerical. The House

recedes, . , ,;
Amenldmrnt No. 219: rls amendment, for, wlchh thore,is no crre-

spolnding provison in tlhe b a, ppassed iby theIHouqo, provide iln',
now sutbsctior: )(e) ().f setion 4330 for tlho computltioi. of lana,1ir-
nativo amount of excess profits ,tax;for ech of .tlifirst fly, ta
years of corporation,wFxh' communeced 1?usiness afte,.July!, i,9'Tho atnou t qomputted thereuidor wold'; bo the, ma-mum,excesprofits tax it ess thtn,tOamount cOipnputed 'indrpetioen30 (,) (2).
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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: 6 percent if the taxable year is the first o' 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 Solnate amend-
ment, if, for any such year the excess profits net income exceeds
$400,000, the excess over $400,000 is subject to the samo maximum
tax as in the case of other corporations.
Tho amendment also provides rules in subsection (e) (2) for deter-

mining, for the purpose of the subsection, when af taxpayer shall be
considered to have commenced business and to have had taxable
years determined by reference to tle (late of commencement of busi-
I.nss of certain other corporations. It contemplates that the Secre-
tary will, by regulations, provide for the determinationn of coistruc-
tive taxable years by reference 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) sliall 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 Renegotiation Act of 1951 or to which any prior renegotia-
tion act is applicable.
The Iouse 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 Jun'e 30, 1950.
Clauses (ii) and (iii) of subparagraph (E) of subsection (e) (1) are
amended to conform the percentage figures specified therein to those
provided by the conference agreement on Senate Amendment No. 6.
A change is made in each of subparagraphs (A) to (D), inclusive, of
subsection (e) (1), which makes the percentages therein specified
applicable to only tle first $300,000 of excess profits net income
instead of to the first $400,000 of suchl income as provided in the
Senate almlndment, and a conforming amendment is made to sub-
section (e) (1) (E). Amendments are made to paragraph .(2) of
subsection (O) to make clear that in determIinining a constructive
date of commencement of business and constructive taxable year
from such date( thereunder, a now determination shall be made each
taxable year in the light of the facts for such year. An adl(itional
amendment is nma(l to clause (i) of sul)l)bargraph (E) to make clear
that such clause applies without regard to tile pirovisiolns of section
445 (g) (1). An additional amendment is made to clause (ii) of
such subparagraphl to make clear that, foi the purpose of such clause,
a person shall not be considered( a remember of at'group of persons wio
control the taxpayer and another corporation unless during the period
specified in such clause lhe owns stock in tlhe corporation at a time
when tlhe members of the group control such corporation and lie owns
stock il the taxpayer at a time when ttlo memolbes of tlhe group con-
trol the taxpayer. A change is made in sitbpnaagraph (B) of para-
graph (2) of subsection (o) to the effect that transactions described iii
clauses (i) and (iii) shall bo disregarded in detormiiintg tho date as
of which the taxpayer shall be) considered to have commenced busi-
ness if the adjusted' basis of the aggregate assetss iacquircd by the
taxpayer in such transactions before DLcemb6er 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 the taxable year from contracts and subcontracts sub-
ject to renegotiation shall, for the purpose of applying the limitation
provided by such paragraph, be determined without regard to capital
gains and dividends received, Such gross income is the gross income
after renegotiation.
Amendment No. 220: This amendment, for which there is no cor-

responding provision in the House bill, provides for exclusion in the
computation of excess profits not income, for both excess profits tax
taxable years and base period years, of payments made to a domestic
corporation by its related foreign corporation as remuneration for
certain teclhical services rendered. The House recedes witl clarifying
ameonl(enft and an amendment which amends the definition of related
foreign corporation to provide that, in order to be a related corporation,
10 peIrcent or more of the stock of the foreign corporation must be'
owned by the domestic corporation at the time the specified services
areo renlderedl.
AmIendment No. 221: Tllis amendment a(lls section 503 to the bill,

for which there is no corresponding section in the House bill. This
section permits a taxpayer with a fiscal year beginning before January
1, 1950, andl ending after March 31, 1950, in computing its average base
period( net income under the general average 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

excess profits not income for the first 3 months of 1950 shall be subject
to the percentage limitations provided in section 435 (e) (2) (E) if
such months fall in a taxable year ending after June 30, 1950.
-AmenIdment No. 222: This amendment extends to a now corpora-

tion which commenced business before the end of its base period the
right to qualify under section 435 (e) of the code for the alternative
average baso period not income based. on growth for the purpose of
(cotormiling its excess profits credit based on income. The HXIoso
recedes wit I technical amendments.
Amendment No. 223: This anmellinoet extends the benefits of sec-

tion 435 (e) (2) ((4) (special alternative average base period not income
for a corporation whose excess profits net income for 1949 is not more
than 25 percent of its excess profits not income for 1948) to a taxpayer
qualifying for growth treatment' under section 435 (o) (1) (B) oveh
though it also qualifies as a growth corporation under section 435 (e)
(1) (A). Tho House recedes.
Alnendment No. 224: This, amendment, for which there is no

corresponding section iin tho House bill, provides limitations in the
case of a bank, as defined in section 104 of thle code, on the amount
of the inadmissible asset adjustment to the not capital addition:. re-
(luction for the taxable year, to the net neW capital addition for the tax-
ablo year, and to their bae period capital' addition. 'This amendment
also amends section 435 (f) (relating to capital additions in the base
period) to mak9 clear that the yearly base period capital of any tax-
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payer (whether or not a bank) shall not be reduced below zero by the
inadmissible asset adjustment.

'The House recedes with clarifying amenlldments and with an amend-
ment dealing with the effective (late of the provision applicable to the
base period capital addition of banks, making such provision retro-
active only at the election of the taxpayer.
Amendment 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 435 (g) (relating to not capital addition or reduc-
tion) in order to provide, if certain conditions are met, that a decrease
in inadmissible assets, to the extent in excess of the net capital reduc-
tion (if any) for the taxable year, shall 1)b an addition to the excess
profits credit computed under the income method. The principal
condition to be mot is that where 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 treatment 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 amelndlment adds section 509 to the bill,

for which there is no corresponding provision in the bill as passed by
the I-ouse. Section 509 adds a new subsection (h) to section 442
(relating to abnormalities (luring tleo base period) which in general
permits a taxpayer in certain cases, after selecting the 36. months in the
base period which result in the highest excess profits not income or low-
est deficit in excess profits net 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-
puted under section 442 (e) for such 12 months. As passed by the
Senate, the provision was applicable only to a taxl)ayer which com-
menced business before the beginning of its base period and only if
thelaggregate of the excess profits not income for each of the 12 months
for which a substitute excess profits net income is to be computed is
less than 35 percent of one-half of the aggregate of the exces 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 an(d also adds other

amendments which further limit the application of this new subsection.
The first of these 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 tho occurrence (in the 12 months prior to thepbriod for which
a substitute excess profits net income is computed) cif 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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tho event and a decline in excess profits net income in the period for
which a substitute excess profits not 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 aggregate excess
profits not 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 under section 442 (f), to which factor the industry rates
of return are applied in computing average base period net income
ulllor various excess profits tax relief formulas, the sum of the cash
andl other property included shall be reduced by the amount of the
in(debtd(lness (other than that included in the definition of borrowed
capital) to a member of a controlled group which includes the tax-
payer. The -Iouse recedes with an amendment changing tlh effective
late 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
certain base period commitments. The House recedes.
Amendment No. 230; This amendment provides that in determining

total'assets under section 445 (c), which factor is used by a new cor-
poration in computing its average base period net income for any of
its first three years (if that year is an excess profits tax taxable year)
the net capital addition or reduction shall be computed without regard
to the 75 percent limitation as to borrowed capital and loans to
members of a controlled group. The House recedes.
Amendment No. 231: This amendment provides that a corporation

engaged as a common carrier in the furnishing or sale of transportation
of oil or other petroleum products (including shale- oil) by pipeline
shall be eligible to qualify under section 448 for the alternative excess
profits credit provided for regulated public utilities if such corporation
is subject to the jurisdiction of a public service or public utility com-
mission or other similar body of the District of Columbia or of any
State. The I-ouse recedes with an amendment requiring that tlhe rates
for such furnishing or sale be subject to the jurisdiction of the public
service or public utilities commission.
Amendment No. 232: This amendment provides that for tlhe

purpose of filing a consolidated return with its railroad lessee cor-
poration (using the alternative credit provided by section 448 for
regulated public utilities), a railroad lessor corporation meeting
certain requirements shall be considered a corporation subject to
section 448. The House recedes.
Amendment No. 233: This amendment adds section 515 to the

bill, for which thero is no-corresponding section in the bill as passed
by the H-ouso. Section 515 allows to producers of potash, sulfur, and
metallurgical grade and chemical grade limestone the alternative
method for computing nontaxable income from exempt excess output
provided in section 453 (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-

spon(ling 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: Tiis amendment adds section 517 to the

bill. There is no corrcslonding section in tlle House bill. Section
517 amends section 459, 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 certain conditions are met,
two alternative methods of computing its average base period net in-
come. 'The taxpayer may use whichever results in the lesser excess-
profits tax for the taxable year. The first alternative allows such a tax-
payer to substitute for the excess profits not income for each month of
thel 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 ith average base period net income under the first alternative,
it will not be denied the benefits of its base period capital addition.
Tlle second alternative allows tlh taxpayer to compute its average
base period net income under the growth alternative of section 435 (e)
(2) (G) (i) and (ii) of the code.

Tlhe House recedes witl technical amendments which separate now
subsection (b) into two pIaragraphs. The first paragraph sets forth
eligibility requirements, and. the second paragraph sets forth the
computation of average base period not income under this subsection.
Amendment No. 236: This amendment for which there is no cor-

responding provision in the House bill, adds a new subsection (c) to
section 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 andlbforo July 1, 1950, consolidated
its mechanical, circulation, advertising, and accounting operations
witll such operations of another newspaper-publishing corporation in
the slIame area. In or(der1 to be eligible for the benefits of this subsection
the taxpayer must meet certain specified requirements.

In llle ase of a taxpayer eligible for tile benefits of this subsectioln
the average. base period not income und(ler tile Senato amnd(Imnt hall
le an amount computed under section 435 (d) plusan anmolunt equal
to the excess of the average of the amounts )mid or incurred as ex-
penses in tho conduct of tihe mechanical, circulation, etc., operations
during the two taxable years of the taxpayer next preceding the
tsaxal)e year in which such consolidation began over such amounts
paid or incurred luring the, first taxable year of the taxpayer beginning
after such consolidation. The expenses referred to are tlose which
are taken) irlto account in computing net income. Tlls section is
inap)plicale to any taxable year of tlhe taxpAyer unless the consolida-
tion was contitnule throughout such taxable year.

The'.House recedes with amendments, one of which provides that
the eligibility requirements in paragraphs (3) and.(4) section 459 (c)
shall bo in tloe 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 ca^e in which a taxable
year referred to in this now subsection is a period of less than 12
months.
Amendment No. 237: This amendment, for which there is no corre-

sponding provision in the Hoi.so bill, provides a special credit for
coIrporations beginning tile 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 tile radio and
television broadcasting business and for an application of such rate
of return (or of the industry rate of return for the industry which in-
cludes radio broadcasting) to the assets of the taxpayer employed in the
radio and television broadcasting business, or in the case of an acquisi-
tion of the television broadcasting business after the base period, to
its assets employed only in the television business. 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 not 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, shall be applicable only to the assets of the
corporation used in the television broadcasting business. The amend-
ment also provides that the average base period net income computed
in connection with the taxpayer's nontelovision business shall be only
tile average base period not income computed under section 435 (d)(reIlating to the general average of earnings during tlhe baso period);
that the base period capital addition shall bo allowable with regard to
the taxpayer's nontelovision 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, 1951, the television
assets against which the industry rate of return or the individual
rate of return are to bo applied shall be those hold on tho last (lay
of the calendar month in which the corporation first engaged in the
television broadcasting business.

T'lie Iouso amenlll(llent changes theoprlovisiOll in tle Senoate amendl-
ment for the elimination of duplication in tleo computation of a credit
lldell this section by providing spocificaly tlhe method to b1 used iii
eliminating such dlulication. It is providedd that if any portion of
the television assets used in computing the television portion. of tlhe
credit was acquired, directly or indirectly, by the use of assets at-
tributable at any time (luring rtihe base period. to a business of the
taxpayer otler than television broadcasting, the excess profits not
income withiesplect to such other business shall be properly adjusted
by eliminating teio portion thereof attributable to t)he assets used in
the acquisition of the television properties for months prior to sucli
acquisition. The excess profits net income attributable to suoh
assets is determined by referenceto the ratio of such assets t, the
total assets of the taxpayer ohlier than proportios used hi television
broadcasting.
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Amondmnent No. 238: This amendment adds a base period commit-
ment rule under section 444, which section provides for the computa-
tion of tile average base period not 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:3 months of the base period. The House recedes with an amend-
ment revising the Senate provision. As amended, the commitment
rule provides that if, duringg the first taxable year ending after June
30, 1950, the taxpayer completed construction of a factory building
orothro r manufacturing establishment (for example, an oil refinery),
inclu(ling the installation of tle machinery or equipment for use in
such factory )uil(ling or such other establishment, such factory
building or such other establishment and such machinery or equip-
meonst slhall, for tlhe pl)rpose of determining whether there is a increase
in capacity under the provisions of section 444 (b), but not for the
Purpose of computing tlh average base period not income under
section 444 (c), )be considered to have been added to its total facilities
on the last (lay of its base period. Tleo provision is applicable only
if (A) the taxpayer, prior to the end of its base 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 (B) 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-

respond(ing provision in the House bill, provides for the addition of a
now part IV to subchapter D of the Internal Revenue Code dealing
with tile excess profits credit based on income in connection with
certain taxable acquisitions before December 1, 1950. Under this
amendment a "purchasing corporation" as defined in the part, would,
in certain cases, obtain the use of the income experience of a "selling
corporation" for the purpose of computing its excess profits credit.
l'The -louse recedes with an amen.dmnent making changes for purposes
of clarification and in order further to define tlhe scope of application
of tile part.
'he 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 amendment mnadle by the
House includes in this definition a coporatio n which has acquired
substantially all of the properties of a business owned by a sole
plrop)rietorship. The definition in the Senate amendment also includes
a corporation which acquired only part of tile assets of another corpo-
ration in a transaction other than a part II transaction 1)rovided the
properties acquired were substantially all tile properties of a separate
business of the other corporation and that such acquisition was in
furtherance of a plan of complete liquidation by such otler corpora-
tion. TIle purchase, under' tile saHme circumstances, of a separate
business which constituted part of the assets of a partnership is
added to the definition by the I-Ious, amendment, Tlhe House
amendment also deletes a plovisiomn which included in tlhe definition
of "purchasing corporation" a corporation which receives assets as
paid in surplus or as a contribution to capital from another corpo-
ration wlhiclh lad acquired those assets as a purchasing corporation.
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This provision under the conference 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
proprietorship, or partnership. It does not cover an acquisition in a
tax-free 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 a now corporation in a 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
computed only under section 436 (d) (the general average of earnings
method), that, under the part, the deficits as well as the excess profits
net income of the selling corporation for any month shall bo 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 oftile 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-
senting one or more separate businesses of a selling corporation.
The Senate amendment provides that for part IV to apply, the

selling corporation must, immediately after the transaction, discon--
tinue all business activities and be completely liquidated in a trans-
action other than a part II 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 liqinationon must terminate the selling corporation's existence.
The Senate amelndwAent further provides that the properties ac-

quired in the part IV transaction must be substantially all of the
properties which were used by the selling corporation (or by a .com-
ponent corporation of such selling corporation) in the operation of the
business whose assets were acquired by the purchasing corporation.
The I-ouse 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.lThe Senate amendment further provides that tlebusiness acquired
in the part IV transaction must have been operated by the purchas-
ing corporation from the date of such transaction to the end of the
taxable year. . Tho House amendment provides that such business
must be operated by the purchasing corporation until the end of the
taxable year unless transferred by it, during tho taxable year, in a

part II transaction to which the provisions of the new section 462
(b) (4) of the code are applicable.
The House amendment adds tire e special rules. Tile 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'di not
transfer them to the purchasing corporation in a part II transaction.
This provision is applicableonly 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 by
this part as if the business or businesses which were purchased from
a partllership 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, tlhe amount of excess profits net income allocable to all or any
number of tleo purchasing corporations or other persons receiving such
properties upon tlhe liquidation of the selling corporation shall not ex-
ceed 100 percent of tle excess profits net income of the selling corpora-
tion. Thus, in a case in which a selling corporation las an excess profits
net incoIme for any month of $100 existing by reason of one of its busi-
Insses having an income of $300 and another having a loss of $200, the
amount t of the excess profits net income available to either or both of
the parties receiving tle two businesses shall not exceed $100 for such
month.

Thel Iouso amendment adds a new sul)section (o) dealing with
successive transactions and providing that if one part IV transaction
succeeds another part IV transaction, the excess profits not income
of the first selling corporation is not made available to the second
purchasing corporation. The excess profits net income, 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 selling 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 II with respect to a previous part II transaction. Thus, where
corl)oration A had previously merged with corporation B in a trans-
action (lescrib)e( 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 13, as determined under lart II
for corporation B for tlhe period prior to the merger, as well as the
excess profits net income of corporation B for the period after the
merger.

T'il Senate amendment provided for the promulgation of rules by
thl S'ec'retar, consistent with tlhe lrinciles of Lpart II, for the appli-
cation of tills part. For tlhe purpose of clarification, the conference
agreement specifically provides for the promulgation of such rules
witl) resl)ect to (1) lbase period capital ad(lition, (2) not capital addi-
tion or reduction, (3) excess profits not income, (4) duplicationn, and
(5) the excess profits credit of the purchasing corporation for the
taxable year in which the transaction occurs if such taxable year is a
year which ended after June 30, 1950. It is also provided that the
Secretary shall not apply those principles of certain specified provisions
of part PI.

It is not inten(e(l by this specific numerationn of principles to be
followed by tlh Secroetary that the general authority to prescribe rules
for the appllication of this l)art slall be restricted except as specifically
provided. Such regulations may include other principles appropriate
to the determination of the computations provided by this part.

Tlhe Senate amondnient contains technical amendments to the
code, which technical amendments are revised by the House amend-
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monnts. Included in these technical amendments as revised are provi-
sions for the application of part II in cases whore a corporation
acquired in a part II transaction properties of a corporation which
was a purchasing corporation in a previous part IV transaction. In
general, the amendments provide that the income experience of the
original selling corporation shall bo used by the acquiring corporation
in determining its average baso period net income under section 435 (d)
with reference to part II. For these provisions to be applicable
however, substantially all of the properties acquired in the part IV
transaction (or replacements thereof in the ordinary course of business)
must have been transferred in the part II transaction, or, if the part
II transaction involved a component corporation which acquired the
properties in a previous part II transaction, substantially all of the
properties of such component corporation must have been acquired
by 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 t ttaxable year in a
part II transaction to which the provisions of section 462 (b) (4) are
.applicable. If the acquiring corporation obtained the properties in a
part II transaction of tho type described in section 461 (a) (1) (E)("split-up"), the provisions of the following amendment to section
462 (i) (6) must bo satisfied: Section 462 (i) (6) is amended to provide
that if the component corporation in the part II transaction was a
purchasing corporation in a previous part IV transaction, and if
section 462 (b) (4) is applicable, the allocation of the excess profits net
income of the component corporation to the acquiring corporation
must be based upon the earnings experience of the assets transferred
rather than upon the fair market value rule of allocation provided in
section 462 (i), this provision being applicable whether or not the
other parties to the part II transaction agree to such an allocation.
The technical amendments as revised 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 Secretary
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
tle I-Iouse. Section 522 adds bauxiteto the list of minerals deemed
strategic under section 450 (b) (1) of the code for the purpose of
exempting from the excess-profits tax the portion of the adjusted excess
profits net income attributable to the mining of such mineral. The
]llouse recedes with a clerical amendment,
Amendment No. 241: This amendment'provides that, except as

otherwise provided( in section 510 of the bill, the amendment s made
by title V of tile bill, as passed by the Senate, shall be applicable
with respect to taxable years enaing after Juno 30, 1950. Tlh House
recedes with amendments conforming to the: conference agreement
with respect to amendments Nos. 224 and 228. Accordingly, the
amendments made by title V are applicable with respect to taxable
years ending after June 30 1950, except as otherwise provided in
section 506 (d) of the bill (relating to ibae period 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 businesses the
profits of which were dedicated exclusively to exempt purposes.
Specifically, this amendment adds to the list of feeder organizations
covered by the 1:01ose bill, those organizations all of tho profits of
which inure to the I)onefit of a hospital or to an institution for tlh
rehabilitation of physically handicapped persons which maintains or
is b)uil(dilg for proper maintenance such a hospital or institution
staffed or to l)e staffed bly qualified professional persons for the treat-
meont of the sick ani/or the rehallbilitation of the physically handi-
cap)ped, or to an eleemosynary corporation under State law exempt
under section 101 (6) of the Internal Revenue Code.
The I-ouse recedes with an amendment striking out the reference to

"an eleemnlosynary corporation under State law exempt under section
101 (6) of the Internal Rovoilnu Code," and with a clarifying amend-
ment providing that no implication is to be drawn from the amendment
as to tile 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
as amended.
Amendment No. 246: The House bill provided that the percentage

of the average base period net income to bo taken into account in
computing the excess-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, 1951. The Senate amendment struck this provision of
thelHouse bill. Thle H-ouse reccd-s--vith-an amendment under which
the percentage of the base period net income is reduced from 85 to
83 percent, effective 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 Juno 30, 1951, so that a proportionate part of thl
declrease in tlhe excess profits credit will be reflect.
Amendment No. 2477: Tlis amendment, for which there is no

corresponding provision in the House bill, amends sections 813 and
936 of tle code to provide that, where property included for Federal
estate tax purposes in the gross estate of a resident or citizen of the
United States is situated in a foreign country and subjected to a
(loath tax by such country, a credit shall be allowed against tho estate
tax for such foreign deatli tax. Tlle amendment applies only with
respect to estates of residents and citizens dying after tile date of
enactment of the bill.

'I'hlo House rlcodeswlith cllrifyilg amendnllblts.
Amnendmllet No. 248: This is a clerical amendment. Theo House

recedes with a clerical amendment.
Amendment No. 249: This amendment, for which there is no cor-

responding provision in tlhe House bill, amends section 863 (c) of
tlie code to extend tle estate tax exemption granted by that section
with respect to works of art loaned by a nonresident alien to the
National Gallery of Art, Washington, D. C., to works of art loaned
to other public galleries or museums.
The Iouse recedes with a clerical amendment.
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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
members of the Armed Forces.

'The amendnclnt provides tl)at 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 the UnlteC States flying after June 24,
1950, and before January 1, 1954, while iniictive service as a 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 zone (as deter-
mlined under section 22 (b) (13)) and while in line of duty, bly reason
of a hazard to which he was subjected as an incident of such service.
The House recedes with a clerical amendment.
Amendment No. 251: T'lis 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 decedent 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
intended 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 House
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 transferred 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 (c) (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 House bill amends section 7 (b) of Public
Law 378, Eighty-first Congress (the Trechnical Changes Act of 1949)
to provide that the provisions of section 811 (c) (1) (C) of the code
(reltling to inclusion in gross estate of transfers intended to take
effect in potisession or enjoyment at or after doath) shall not apply to
transfers made before September 8, 1916. 'Th effect of the last son-
tenco of this section, which makes section 7 (c) 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 some other law or rule of law. The HI-ouse recedes with
a clerical amendment.
Amendment No. 254: 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 tlo Revenue Act of 1950, if claim therefore is filed within
1 year from the date of enactment of thle bill, ovei though tlie making
of such refund or credit is otherwise prohibited by the statuto of
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limitations or any other law or rule of lnwA (other than sec. 3760 or
3761 of the code %which relate, respectively, to closing agreements
and compromises). lThe 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 recede witl an amennendmnt 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 Iecember 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 whlichl 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. Tle 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
nail was carried, no interest slall be due with respect to deficiencies
resulting from such inclusion for any period prior to 30 (lays 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 yearn 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 ReveOue 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 not income the 85-percent credit for dividends
received would always be allowed with respect to such amounts as
were to be excludedm 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 beginning
before April 1, 1951, the 85-percent credit for dividends received will
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 begrinnig
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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 a 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 by, 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
(late thus prescribed shall apply, however, only with respect to llny
such corporation and any such taxable year as the Secretary of the
Treasury, pursuant to such regulations as he may prescribe, maydetermine 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
requirements 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-

responding 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 States. The House recedes with a clerical amendment.
Amendment No. 260: This is a clerical amendment. The House

recedes with a clerical amendment.
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, 191, Bets
the expiration date as June 30, 1951. This amendment extends such
date to October 31, 1951. The House recedes with a clerical amend-
ment.
Amendment No. 262: This amendme nt, for which there is no cor-

responding provision in the House bill, adds to the bill a new section
relating to, prohibition upon the denial of payments by the Fed-
eral Government to a, State under title I, IV, X, or XIV ot the
Social Security Act. These titles relate' to grants. by the Federal
Government to States for aid to needyo'ged individuals, needy de-
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pendent, children, needy blind individuals, and needy permanently
and totally disabledd individuals, respectively. The Federal Govern-
ment and the States share the cost of these assistance programs. A
State is not entitled to payments from tile Federal Government unless
the State plan for assistance has been approved by the Federal SecurityAdministrator. 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 purploses directly connected with the administration of the assist-
anice program. Tlle 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 thie enactment or enforcement by such State of any legislation pre-
scribing any conditions under which public access may be had to
records of tlhe disbursement of any such funds or payments within
such State. The Iouse recedes with an amendment which imposes
a condition that the State legislation providing public access to the
records of disb)ursement must prohibit tile 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, tile State of
Indiana, which has a law whlichl 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
withheld because of the enactment and enforcement of the Indiana
law.
Amendment No. 263: This amendment, for which there is no

corresponding provision in the House bill, amends the provisions of
existing law which provide tlie 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
services, 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-
ber of Congress would be increased by $2,500 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.
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 Ho'use by subsection (e) of the
first section of Public Law 2, Eighty-first Congress, approved January
19, 1949, and that provided each IMember of Congress by section 601
(1b) 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. Tihe House
recedes with an amendment to conform the table of contents to the
action of the conference committee.

R. L. DOUGHTON,
JEM1E COOPER,
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Managers on the Part of the House.
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