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REVENUE BILL OF 1938

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

CONFERENCE REPORT ON THE BILL (H. R. 9682) TO PROVIDE
REVENUE, EQUALIZE TAXATION, AND FOR OTHER PURPOSES

AprriL 20 (calendar day, May §), 1938.—Ordered to be printed

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H. R. 9682) to
provide revenue, equalize taxation, 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 House recede from its disagreement to the amendments
of the Senate numbered 2, 3, 4, 12, 14, 16, 17, 25, 28, 29, 30, 31, 32,
35, 43, 45, 46, 50, 51, 53, 55, 65, 66, 70, 74, 75, 76, 77, 78, 80, 81, 82,
01, 95, 96, 97, 135, 136, 137, 138, 139, 140, 141, 142, 143, 144, 147, 156,
160, 161, 162, 163, 164, 165, 166, 170, 171, 173, 179, 180, 181, 183,
184, 185, 186, 188, 189, 190, 191, 192, 193, 194, 195, 196, 197, 193,
200, 212, 216, 217, 218, 219, 220, 221, 222, 223, 224, 225, 226, 227,
228, and 229, and agree to the same.

That the Senate recede from its amendments numbered 1, 5, 7, 8,
9, 11, 13, 18, 19, 23, 24, 26, 33, 34, 36, 37, 38, 39, 40, 41, 48, 49, 56,
57, 59, 61, 63, 67, 68, 71, 83, 84, 85, 86, 87, 89, 90, 92, 93, 94, 98, 99,
100, 101, 102, 103, 104, 106, 107, 108, 109, 110, 111, 113, 114, 1186,
117, 118, 119, 120, 121, 122, 123, 124, 125, 126, 127, 128, 129, 130,
131, 132, 133, 134, 145, 146, 148, 149, 151, 153, 154, 155, 158, 159,
172, 174, 175, 176, 177, 178, 182, 187, 203, 204, 205, 209, 210, 213,
230, 237, and 239.

Amendment numbered 6:

That the House recede from its disagreement to the amendment of
the Senate numbered 6, and agree to the same with an amendment,
as follows:

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

SEC. 13. TAX ON CORPORATIONS IN GENERAL.

(@) Apsustep Ner Incoume.—For the purposes of this title the term
“adjusted net income” means the net income minus the credit provided
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in section 26 (a), relating to interest on certain obligations of the United
States and Government corporations. ) .
(®) Inmposirion or Tax.—There shall be levied, collected, and paid
for each tazable year upon the 1.6t income of every corporation the net
income of which is more than $26,000 (except a corporation subject to
the taz imposed by section 14, section 231 (a), Supplement @, or Supple-
ment Q) a tax computed under subsection (c) of this section or a tax
compuled under subsection (d) of this section, whichever tax is the lesser.
(¢) GeneraL Rure.—The tax computed under this subsection shall
be as follows:
(1) A tentative tax shall first be computed equal to 19 per centum
of the adjusted net income.
(2) The taz shall be the tentative tax reduced by the sum of—

(A) 16Y% per centum of the credit for dividends received pro-
vided in section 26 (b); and _

(B) 2% per centum of the dividends paid credit provided in
section 27, but not to exceed 2% per centum of the adjusted net

. income.
(d) ArrerNaTIvE Tax (Corporarions Wira NEr INcoME SLigHTLY

More TaaN $26,000).—
(1) If no portion of the gross income conaists of interest allowed as
a credit by section 26 (a) (relating to interest on certain obligations of
the United Stutes and Government corporations), or of dividends of
the class with respect to which credit is allowed by section 26 (b), then
the tax computed under this subsection shall be equal to $3,625, plus
32 per centum of the amount of the net income in excess of $25,000.
(2) If any portion of the gross income consists of such interest or
;iiz;idends, then the tax computed under this subsection shall be as
ollows:

(A) The net income shall be divided into two divisions, the
first division consisting of $26,000, and the second division
consisting of the remainder of the net income.

(B) To the first division shall be allocated, until an aggregate
of $25,000 has been so allocated: First, the portion of the gross
mcome consisting of such interest; second, the portion of the
gross income consisting of such dividends; and third, an amount
equal 1o the excess, if any, of $25,000 over the amounts already
allocated to the first division. :

(C) To the second division shall be allocated, until there has
been so allocated an aggregate equal to the excess of the net
wncome over $256,000: First, the portion of the gross incoine con-
sisting of such tnterest which is not already allocated to the first
division; second, the portion of the grdss income consisting of
such dividends which 1is not already allocated to the first division;
and third, an amount equal to the excess, if any, of the net in-
come over the sum of $26,000 plus the amounts already allocated
to the second division.

(D) The tax shall be equal to the sum of the following:

(1) A tax on the $25,000 allocated to the first division,
computed under section 14 (¢), on the basis of the alloca-
tion made to the first division and as if the amount so
allocated constituted the entire net income of the corpora-
ton.
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(12) 12 per centum of the dividends received allocated as
such to the second division.

(111) 32 per centum of the remainder of the amount allo-
cated to the second dimsion, except interest allowed as a
credit under section 26 (a).

(¢) CorporaTIONS IN BaANEKRUPTCY AND RECEIVERSHIP—If a
domestic corporation s for any portion of the taxable year in bankruptcy
under the laws of the United States, or insolvent and in recewvership in
any court of the United States or of any State, Territory, or the District
of Columbna, then, when the tax s computed under subsection (c), the
tentative tax shall be reduced by 2% per centum of the adjusted net income,
wnstead of by 2% per centum %/ the dividends paid credit.

(f) Joinr-Srock Lanp Banks.—In the case of a joint-stock land
bank organized under the Federal Farm Loan Act, as amended, when
the tax vs computed under subsection (c), the tentative tax shall be reduced
by 2% per centum of the adjusted net income, instead of by 2% per centum
of the diwvidends paid credit. .

(9) RENTAL glousma Corporarions.—In the case of a corporation
which at the close of the taxzable year is requlated or restricted by the
Federal Housing Admanistrator under section 207 (b) (2) of the National
Housing Act, as amended, when the tax is computed under subsection
(¢), the tentative tax shall be reduced by 2% per centum Cob{ the adjusted
net income, instead of by 2% per centum of the dividends paid credit;
but only if such Administrator certifies to the Commissioner the fact
that such requlation or restriction existed at the close of the tazable year.
It shall be the duty of such Administrator promptly to make such certifi-
cation to the Commissioner after the close of the taxable year of each
corporation which is so requlated or restricted by him.

(h) Exexpr CorrorarioNs.—For corporations exempt from tazation
under (his title, see section 101.

(@) Tax on Prrsonar Horping Coupanies.—For surtaz on personal
holding companies, see Title IA. '

(7) ImproPER Accumurarion oF SurprLus.—For surtax on corpora-
tions which accumulate surplus to avoid surtax on shareholders, see
section 102,

SEC. 14. TAX ON SPECIAL CLASSES OF CORPORATIONS.

(@) SpecidL Crass Ner INcome.~—For the purposes of this title the
term ‘“‘special class net income” means the adjusted net income minus
the credit for dividends received provided in section 26 (b).

(0) There shall be levied, collected, and paid for each taxable year
upon the special class net income of the following corporations (in liew
of the tax imposed by section 13) the tax hereinafter in this section specified.

(¢) Corrorarions Wirn NEer Incomes oF Nor More THAN
$26,000.—If the net income of the corporation 1is not more than $26,000,
and if the corporation does not come within one of the classes specified in
subsection (d), (e), ?’) or (g) of this section, the tax shall be as follows:

Upon specia class net incomes not in excess of $6,000, 12Y% per
centum.

$626 upon special class net incomes of $6,000, and upon special
class net incomes in excess of $6,000 and not in excess of $20,000,
14 per centum in addition of such excess.

$2,725 upon special class net incomes of $20,000, and wpon
specwal class net incomes in excess of $20,000, 16 per centum in
addition of such excess. -
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(d) Specrar Crasses or CorroraTIONE.~In the case of the following
corpo. ‘*ions the tax shall be an amount equal to 16% per centum of the
special class net income, regardless of the amount theresf:

(1) Banks, as defined in section 104.

(2) Corporations organized under the China Trade Act, 1922.

" (8) Corporations which, by reason of deriving a large portion of
their gross income from sources within a possession of the United
States, are entitled to the benefits of section 261. -

(¢) Foreran CORPORATIONS.—

(1) In the case of a foreign corporation engaged in trade or busi-
ness within the Unated States or having an office or place of business
therein, the tax shall be an amount equal to 19 per centum of the
special class net income, regardless of the amount thereof.

(2) In the case of a foreign corporation not engaged in trade or
business within the Unated States and not having an office or placs
of business therein, the tax shall be as provided in section 231 (a).

(f) Insurance Coxpanies.—In the case of insurance companies, the
tax shall be as provided in Supplement G.

(9) Murvar INvEsTaMENT CoMPANIES.—In the case of mutual invest-
ment companies, as defined in Supplement Q, the tax shall be as provided
in such Supplement. '

(h) Exempr CorporaTioNs.—For corporations exempt from tazation
under this title, see section 101.

(t) Tax ox Prrsoxar Hornrxa CoypaNies.—For surtaz on personal
holding companies, see 1Title 1A.

(3) ImproPER Accumurarion or SurrLus.—For surtax on corpora-
tions which accumulate surplus to avoid surtaxz on shareholders, see
section 102.

Sec. 16. CORPORATI. TAXES EFFIECTIVE FOR TWO TAX-
ABLE YIEARS.

The taxes vmposed by scetion 18, section 14 (except subsection (e) (2)),
Supplement G, or Supplement Q, of this Act, or by section 13, section 14,
or Supplement G of the Revenue Act of 1936, shall not apply to any
taxable year beyinnang after December 31, 1939.

And the Senate agree to the same.

Amendment numbered 10:

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

Omit the matter proposed to be inserted by the Senate amendment,
and on page 26, after line 2, of the House bill insert the following:

—

(d) InveNTORIES 1IN CERTAIN INDUSTRIES.—

(I) PRODUCERS AND PROCESSORS OF CERTAIN NON-FERROUS
METALS.~——A taxpayer shall be entitled to elect the method of taking
inventories provided in paragraph (2) if his principal busiress is—

(A) Smelting non-ferrous ores or concentrates, or refining
non-ferrous metals, or both; or

(B) Producing brass, copper products, or brass products,
or any one or more of them, not further advanced than rods,
sheets, tubes, bars, plates, or strips.
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(2) INvENTORIES OF RAW MATERIALS.—A taxpayer entitled to
elect, and who has so elected, shall, in taking his inventory as of the
close of any taxable year begmmng after December 31, 1938, of raw
materials which are—

(A) used in a business described in paragraph (1); and
m(lB) not yet included in goods in process or finished goods;
a
(C) so intermingled that they cannot be identified with specific
invoices;

treat such raw materials remaining on hand as being: First, those
“included in the inventory as of the beginning of the tazable year (in
the order of acquisition) to the extent thereof, and second, those
acquired in the tarable year, in the order of acquisition.

(8) Tanners.—A taxpayer whose principal business is tanning
hides or skins, or both, shall be entitled to elp ct (with respect to any
ta:rable year beqmmn(} aﬂer December 31, 1938) the method provided
m paragraph (2) as to the raw materials (including those included
1n goods in process and in finished goods) in the business of tanning
liides, or skins, or both, if so intermingled that they cannot be identr-
fied with specific 1nvoices.

(4) INVENTORIES AT cosT.—In the case of the application of the
,provisions of paragraph (2) or (8) all inventories of such materials
'shall be taken at cost, including the inventory as of the close of the
preceding taxable year.

" (6) Lrecrion oF smerHon.—The method provided in paragraph
1(2) or (3) shall not be applied unless the taxpayer, at or before the
filing of his return for the preceding tarable year, has filed with the
Commassioner his election to have it apply.

(6) Rraurarions 4s 170 cuaxak.—The change to such method
shall be made in accordance with such regulations as the Commis-
sioner, with the approval of the SecrctarJ may prescribe as necessary
to pzezent the avordance of tax.

(7) CHaNGE TO DIFFERENT METHOD.—An election made under
this subsection shall be irrevocable and the method so elected shall be
applied in all subscquent taxable years notwithstanding any change
in the principal business of the taxpayer, unless with the approval
of the Commassioner change to a different method 1s authorized, and

then upon such terms and conditions and in accordance with such

regulations as the Commissioner, with the approval of the Secretary,

may prescribe.
On page 26, line 3, of the House bill, strike out “(d)” and insert (e).
On page 26 line 6, of the Iouse bl“ strike out “(e)” and insert ().
On page 26, line 9, of the House blll strike out ““(f)’’ and insert (g).
On page 26, line 13 of the House blll strike out ““(g)’’ and insert ().
On page 26, line 16, of the House blll strike out ““(h)”’ and insert (1).
And the Senate agree to the same.
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Amendment numbered 15:

That the House recede from its disagreement to the amendment of
the Senate numbered 15, and agree to the same with an amendment,
a8 follows:

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

(1) Geverar ruLz.—Debts ascertained to be worthless and
charged off within the taxable year (or, in the discretion of the Com-
missioner, a reasonable addition to a reserve for bad debts); and
when satisfied that a debt is recoverable only in part, the Comnmis-
sioner may allow such debt, in an amount not in excess of the part
charged off within the taxable year, as a deduction. This paragraph
shall not apply in the case of a taxpayer, other than a bank, as defined
i section 104, with respect to a debt evidenced by a security as de-
fined in paragraph (3) of this subsection.

(2) SEcurrrIEs RECOMING WORTHLESS.—If any securities (as
defined in paragraph (8) of this subsection) are ascertarned to be
worthless and charged off within the taxable year and are capital
assets, the loss resulting therefrom shall, in the case of a taxpayer
other than a bank, as d%ﬂned wn section 104, for the purposes of this
title, be considered as a loss from the sale or exchange, on the last day
of such taxzable year, of capital assets.

And the Senate agree to the same.

Amendment numbered 20:

That the House recede from its disagreement to the amendment of
the Senate numbered 20, and agree to the same with an amendment,
as follows:

Restore the matter proposed to be stricken out by the Senate
amendment, and on page 47, line 20, of the House bill after ‘“years”
insert beginning after December 31, 1936 and a comma; and the Senate
agree to the same. .

Amendment numbered 21:

That the House recede from its disagreement to the amendment of
the Senate numbered 21, 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:

(¢) Drvipenps Parp Creprr.—For corporation dividends paid credit,
see section 27.

(f) Consenr DivinEnps Creprr.—For corporation consent dividends
credit, see section 28. ’

And the Senate agree to the same.

Amendment numbered 22:

That the House recede from its disagreement to the amendment
of the Senate numbered 22, 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:
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SEQ. 87. CORPORATION DIVIDENDS PAID CREDIT.

(@) DeriniTION IN GENERAL.—AS used in this title with respect to
any taxable year the term ‘“‘dividends paid credit”’ means the sum of:

(1) The basic surtax credit for such year, computed as provided
in subsectron (b);

(2) The dividend carry-over to such year, computed as provided
wn subsection (c); .

(8) The amount, if any, by which any deficit in the accumulat
carnings and profits, as of the close of the preceding taxable year
‘whether beginning on, before, or after January 1, 1938), exceeds
the amount of the credit provided in section 26 (¢) (relating to met
operating losses), for such preceding taxable year (1f beginning after

ecember 31, 1937); and

(4) Amounts used or irrevocably set aside to pay or to retire
indebtedness of any kind, iof such amounts are reasonable with respect
to the size and terms of such indebtedness. As used in this paragraph
the term “‘indebtedness’” means only an indebtedness of the corpora-

‘tion existing at the close of business on December 81, 1937, and
evidenced by a bond, note, debenture, certificate of indebtedness,
mortgage, or deed of trust, 1ssued by the corporation and in existence
at the close of business on December 31, 1937, or by a bill of exchange

. accepted by the corporation prior to, and in existence at, the close of

" business on such date. Where the indebtedness is for a principal

sum, with interest, no credit shall be allowed under this paragraph
for amounts used or set aside to pay such interest.

(0) Basic Svrrax CrEpIT.—As used in this title the term ‘‘baste
surtax credit’”’ means the sum of:

(1) The dividends paid during the taxable year, increased by
the consent dividends credit provided in section 28, and reduced
by the amount of the credit provided in section 26 (a), relating to
wnterest on certain obligations of the Unated States and Government
corporations;

(2) In the case of a tazable year beginning after December 31,
1988, the met operating loss credit provided in section 26 (¢) (1);

(8) The bank affiliate credit provided in section 26 (d).

The aggregate of the amounts under paragraphs (2) and (3) shall not
exceed the adjusted net income for the taxable year.

(¢) DivipEnD Carry-OvER.—There shall be computed with respect
to each taxable year of a corporation a dividend carry-over to such year
from the two preceding taxable years, which shall consist of the sum of—

(1) Tfe.amount of the basic surtax credit for the second preceding
taxable year, reduced by the adjusted net income for such year, and
further reduced by the amount, if any, by which the adjusted net
inco.ne for the first preceding taxable year exceeds the sum of —

(A) The basic surtax credit for such year; and

(B) The excess, if any, of the basic surtaz credit for the third
preceding taxable year (if not beginning before January 1,
1936) over the adjusted net income for such year; and

(2) The amount, if any, by which the basic surtax credit for the
first preceding taxable year exceeds the adjusted net income for such
year.

In the case of a preceding taxable year, referred to in this subsection
which beging in 1936 or 1937, the adjusted net income shall be the adjuste

net income as defined in section 14 of the Revenue Act of 1936, and the
basic surtax credit shall be only the dwidends paid credit computed under
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the Revenue Act of 1936 without the benefit of the dividend carry-over
provided in section 27 (b) of such Act.

(@) Drvipewnps IN Kinp—1If a dividend 1s paid in property other than
money (including stock of the corporation if held by the corporation as an
investment) the amount with respect thereto which shall be used in com-
puting the basic surtax credit shall be the adjusted basis of the property
wn the hands of the corporation at the time of the payment, or the fair
ln;arket value of the property at the time of the payment, whichever is the

wer.

(¢) Drvipenps 1N OBLIGATIONS OF THE CoRPORATION .—If @ dividend
18 paid in obligations of the corporation, the amount with respect thereto
whach shall be used in computing the basic surtax credit shall be the face
value of the obligations, or their fair market value at the time of the pay-
ment, whichever is the lower. If the fair market value of any such divi-
dend paid in any taxable year of the corporation beginning after Decem-
ber 81, 1936, 1s lower than the face value, then when the obligation 1s
redeemed by the corporation in a taxable year of the corporation beginning
after December 31, 1937, the excess of the amount for which redeemed
over the fair market value at the time of the dividend payment (to the
extent not allowable as a deduction in computing net income for an
tarable year) shall be treated as a dividend paid in the taxable year in whz'c}{
the redemption occurs.

(}{'} TaxaBre Srock DivipEnps.—In case of a stock dividend or stock
right which is a tazable dividend in the hands (;f shareholders under section
116 (f), the amount with respect thereto which shall be used in computing
the basic surtax credit shall be the fair market value of the stock or the
stock right at the time of the payment.

(9) Disrrrsurions IN LiQuiparioN.—In the case of amounts dis-
tributed in liguidation the part of such distribution which is properly
chargeable to the earnings or profits accumulated after February 28, 1913,
shall, for the purposes of computing the basic surtax credit under this
section, be treated as a taxable dividend paid.

(h) PREFERENTIAL Divipenps.—The amount of any distribution
éalthough each portion thereof 1s received by a shareholder as a taxable

widend), not made 1n connection with a consent distribution (as defined
in section 28 (a) (4) ), shall not be considered as dividends paid for the
purpose of computing the basic surtax credit, unless such distribution 18
pro rata, with no priference to any share of stock as compared with other
shares of the same class, and with no preference to one class of stock as
compared with another class except to the extent that the former is entitled
(without ;gference to waivers of their rights by shareholders) to such pref-
erence. For a distribution made in connection with a consent distribution,
8ee section 28.

(?) NonTaxaBLe Disrrisurions.—If any part of a distribution
(tncluding stock dividends and stock rights) is not a tazable dividend in
the hands of such of the shareholders as are subject to taxation under this
title for the period 1n which the distribution is made, such part shall not
be included in computing the basic surtax credit.

SEC. 28. CONSENT DIVIDENDS CREDIT.

(a) DErINITIONS.—AS Used in this section—

(1) Cowsewt srock —The term “‘consent stock’ means the class
or classes of stock entitled, a{ter the payment of preferred dividends
(as defined in paragraph (2)), to a share in the distribution (other
than in complete or partial liguidation) within the tazable year of
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all the remaining earnings or profits, which share constitutes the
same proportion of such distribution regardless of the amount of such
distribution.

(2) PrererrRED DIVIDENDS.—The term ‘‘preferred dividends'
means a distribution (other than in complete or partial liquidation),
limited in amount, which must be made on any class of stock before
a further distribution (other than in complete or partial liquidation)
of earnings or profits may be made within the taxable year.

(8) ConsenT DIvIDENDS DAY — The term “consent dividends day'’
means the last day of the taxable year of the corporation, unless
during the last month of such year there have occurred one or more
days on which was payable a partial distribution (as defined in
paragraph (5)), in which case it means the last of such days.

(4) Consent pisrrisurioN.—The term “‘consent distribution’
means the distribution which would have been made if on the consent
dividends day (as defined in paragraph (3)) there had actually been
distributed in cash and received by each shareholder making a con-
sent filed by the corporation under subsection (d), the specific amount
stated in such consent.

(6) ParriarL prsrrisurioN.—The term ““partial distribulion’
means such part of an actual distribution, payable during the last
month of the taxable year of the corporation, as constitutes a distribu-
tion on the whole or any part of the consent stock (as defined in para-
graph (1)), which part of the distribution, if considered by itself and
not in connection with @ consent distribution (as defined in para-
graph (1)), would be a preferential distribution, as defined in
paragraph (6).

(6) PREFERENTIAL DISTRIBUTION.— The term ‘‘preferential dis-
tribution” means a distribution which 1is not pro rata, or which 18
with preference to any share of stock as compared with other shares
of the same cluss, or to any class of consent stock as compared with
any other class of consent stock.

(b) Corrorarions Nor EnrtiTrLED 10 CREDIT—A corporation shall
not to be entitled to a consent dividends credit with respect to any taxable

car—

Y (1) Unless, at the close of such year, all preferred dividends (for
the taxable year and, of cumulative, for prior taxable years) have been
paid; or

(2) If, at any time during such year, the corporation has taken
any steps in, or in pursuance of a plan of, cemplete or partial
liquidation of all or any part of the consent stock.

(¢) Arcowance oF Crepit.— There shall be allowed to the corpora-
tion, as a part of its basic surtax credit for the taxable year, a consent
dividends eredit equal to such portion of the total sum agreed to be included
in the gross income of shareholders by their consents filed under subsection
(d) as 1t would have been entitled to include in computing its basic surtax
credat 1f actual distribution of an amount equal to such total sum had
been made in cash and each sharcholder making such a consent had
recetved, on the consent dividends day, the amount specified in the consent.

(d) Suarenorprrs’ Consents.—The corporation shall not be entitled
to a. consent dividends credit with respect to any tazable year—

(1) Unless it files with its return for such year (in accordance
with regulations prescribed by the Commissioner with the approval
of the Secretary) signed consents made under oath by persons whe
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were shareholders, on the last day of the taxable year of the cor-
poration, of any class of consent stock; and

(2) Unless wn each such consent the shareholder agrees that he
will include as a taxable dividend, in his return for the taxable year
in which or with which the tazable year of the corporation ends, a
specific amount; and .

(8) Unless the consents filed are made by such of the shareholders
and the amount specified vn each consent is such, that the consent
distribution would not have been a preferential distribution—

(A) If there was no partwal distribution during the last
month o{ the taxzable year of the corporation, or
(B) If there was such a partial distribuiion, then when con-
iy sidered in conmection with such partial distribution;
a

(4) Unless in each consent made by a shareholder who s tazable
with respect to a dividend only if received from sources within the
United States, such shareholder agrees that the specific amount
stated in the consent shall be considered as a dividend received by
him from sources within the United States; ond

(6) Unless each consent filed is accompanied by cash, or such other
medium of payment as the Commissioner may by regulations
authorize, in an amount equal to the amount that wouyd be required
by section 143 (b) or 144 to be deducted and withheld by the corpora-
tion if the amount specified in the consent had been, on the last day
of the taxable year 0[ the corporation, paid to the sharcholder in cash
as a dindend. The amount accompanying the consent shall be
credited against the tax imposed by section 211 (a) or 231 (a) upon
the shareholder.

(e) ConsenT DISTRIBUTION AS PART OF ENTIRE DISTRIBUTION —If
during the last month of the taxable year with respect to which shareholders’
consents are filed by the corporation under subsection (d) there is made a
partial distribution, then, for the purposes of this title, such partial dis-
tribution and the consent distribution shall be considered as having been
made in connection with each other and each shall be considered together
with the other as one entire distribution.

TaxaBiLiry oF Amounts SPECIFIED IN CoNsSENTS—The total
amount gpecified in a consent filed under subsection (d) shall be included
as a taxable dividend in the gross income of the shareholder making such
consent, and, if the shareholder is taxable with respect to a dividend only
of recetved from sources within the United States, shall be included in
the computation of his tax as a dividend received from sources within the
United States; regardless of—

(1) Whether he actually so includes ‘it tn his return; and

(2) Whether the distribution by the corporation of an amount
equal to the total sum included in all the consents filed, had actual
dastribution been made, would have been in whole or in part a taxable
dividend; and :

(8) Whether the corporation is entitled to any consent dividends
credit by reason of the filing of such consents, or to a credit less than
the total sum included in all the consents filed.

(9) CorrPoraTr SHAREHOLDERS.—If the shareholder who makes the
consent 8 a corporation, the amount specified in the consent shall be
considered as part of its earnings or profits for the taxable year, and shall
be included in the compulation of s accumulated earnings and profits.
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(h) Basrs or Srock IN Hanps or SEarREROLDERS.—The amount
gpecified in a consent made under subsection (d) shall, for the purpose of
adjusting the basis of the consent stock with respect to which tﬂz‘ consent
was given, be treated as having been reinvested by the shareholder as a
contribution to the capital of the corporation; but only in an amount which
bears the same ratio to the consent dividends credit of the corporation as
the amount of such shareholder’'s consent stock bears to the total amount
of consent stock with respect to which consents are made.

(t) ErrEcr oN CapiTAL Account oF CorPORATION ~—The amount of
the consent dividends credit allowed under subsection (c) shall be con-
sidered as paid in surplus or as a contribution to the capital of the cor-
poration, and the accumulated earnings and profits as of the close of the
tazable year shall be correspondingly reduced.

1) Amounrs Nor INcLubpep IN SHAREHOLDER'S RETURN.—
failure of a shareholder of consent stock to include in his gross income
for the proiver taxable year the amount specified in the consent made by
kim and filed by the corporation, shall have the same effect, with respect
to the deficiency resulting therefrom, as is provided in section 272 (f)
with respect to a deficiency resulting from a mathematical error appearing
on the face of the reiurn.

And the Senate agree to the same.

Amendment numbered 27:

That the House recede from its disagreement to the amendment
of the Senate numbered 27, and agree to the same with an amend-
ment, as follows:

In Jieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: (e); and the Senate agree to the same.

Amendment numbered 42:

That the House recede from its disagreement to the amendment of
the Senate numbered 42, and agree to the same with an amendment,
as follows:

On page 8 of the Senate engrossed amendments, line 13, strike out
“7" and msert 8; and the Senate agree to the same.

Amendment numbered 44:

That the House recede from its disagreement to the amendment of
the Senate numbered 44, 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: , (17), or (18); and the Senate agree to the
same, :

Amendment numbered 47:

That the House recede from its disagreement to the amendment of
Fhﬁ Senate numbered 47, and agree to the same with an amendment, as
ollows:

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

(18) PROPERTY RECEIVED IN CERTAIN CORPORATE LIQUIDA-
r10n88.—If the property was acquired by a shareholder in the liqui-
dation of a corporation in cancellation or redemption of stock with
respect to which gain was realized, but with respect to which, as the
result of an election made by him under paragraph (7) of section
112 (b), the extent to which gain was recognized was determined
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under such paragraph, then the basis shall be the same as the basis
of such stock cancelled or redeemed in the liguidation, decreased in
the amount of any money received by him, and increased in the
amount of gain recognized to him.

And the Senate agree to the same.

Amendment numbered 52:

That the House recede from its disagreement to the amendment of
the Senate numbered 52, and agree to the same with an amendment, as
follows:

Omit the matter proposed to be inserted by the Senate amendment,
and on page 95 of the House bill, after line 25, insert the following:

(7) KLEcTION AS TO RECOGNITION OF GAIN IN CERTAIN COR-
PORATE LIQUIDATIONS.—

(A) Generar ruLe—In the case of property distributed in
complete liquidation of a domestic corporation, 1f—

() the liquadation s made va pursuance of a plan of
liquidation adopted after the date of the enactment of this
Act, whether the taxable year of the corporation began on,
before, or after January 1, 1938; and

(17) the distribution s in complete cancellation or re-
demption of all the stock, and the transfer of all the prop-
erty under the lLiquidation occurs within the month of
December, 1938—

then in the case of each qualified electing shareholder (as de-
Sined in subparagraph (C)) gain upon the shares owned by
him at the time of the adoption of the plan of liquidation shall
be recognized only to the estent provided in subparagraphs (E)
and (I). ’

(B) IxeLvpen corporarioN.—The term  “excluded cor-
poration”’ means a corporation which at any time between
April 9, 1938, and the date of the adoption of the plan of liqui-
dation, both dates inclusive, was the owner of stock possessing
60 per centum or irore of the total combined voting power of all
classes of stock entitled to vote on the adoption of such plan.

() Quaripirp  ELECTING  SHAREHOLDERS.~—The term
“qualified electing sharcholder” means a shareholder (other than
an ercluded corporation) of any class of stock (whether or not
entitled to vote on the adoption of the plan of liquidation) who
1s a sharcholder at the time of the adoption of such plan, and
whose wrilten election to have the benefits of subparagraph (A)
gas been made and filed in accordance with subparagraph (D),

1t

(¢) wn the case of a shareholder other than a corporation,
only if written elections have been so filed by shareholders
(other than corporations) who at the time of the adoption
of the plan of liguidation are owners of stock possessing
¢! least 30 per centum of the total combined voting power
(exclusive of voting power possessed by stock owned by
corporations) of 1l classes of stock entitled to vote on the
adoption of such plan of liquidation; or

(13) in the case of a shareholder which is a corporation,
only if written elections have been so filed by corporate
sharcholders (other than an excluded corporation) which
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at the time of the adoption of such plan of liguidation are
owners of stock possessing at least 80 per centum of the
total combined voting power (exclusive of woting power
gossessed by stock owned by an excluded corporation and
y shareholders who are mot corporations) of all classes
of stock entitled to vote on the adoption of such plan of
hiquidation.

(D) MAKING AND FILING OF ELECTIONS.—-The wrilten elec-
tions referred to in subparagraph (C) must be made and filed in
such manner as to be not wn contravention of requlations pre-
scribed by the Commissioner with the approval of the Secretary.
The filing must be within thirty days after the adoption of the
plan of liquidation, and may be by the liguidating corporation
or by the shareholder.

() NoNCORPORATE SHAREHOLDERS.—In the case of a
qualified electing sharcholder other than a corporation—

(t) Theie shall be recognized, and taxed as a dividend,
so much of the gain as is not in excess of his ratable share
of the earnings and profits of the corporation accumulated
after February 28, 1913, such carnings and profits to be
determined as of December 31, 1938, but without diminu-
tion by reason of distributions made during the month of
December, 1938; and

(1) There shall be recognized, and tared as short-term
or long-terin capital gain, as the case may be, so much of
the remainder of the gain as 1s not in excess of the amount
by which the value of that portion of the assets received by
him ahich consists of money, or of stock or securities
acquired by the corporation after April 9, 1938, exceeds his
ratable share of such earnings and profits.

(F) CorroraTe suarrenonpErs.—In the case of a qualified
electing shareholder which is a corporation the gain shall be
recognized only to the extent of the greater of the two following—

(@) The portion of the assets received by it which con-
sists of money, or of stock or securities acquired by the
liquidating corporation after April 9, 1938; or

(1) Its ratable share of the earnings and profits of the
liguidating corporation accumulated after February 28,
1913, such earnings and profits to be determined as of
December 31, 1938, but without diminution by reason of
distributions made during the month of December, 1938.

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 amend-
ment, as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: the gain recognized resulting from such
distribution shall be considered as a short-term capital gain—

1) Unless such liquidation is completed before July 1, 1938; or
22) Unless (if it 1s established to the satisfaction of the Com-
missioner by emdence submitted before July 1, 1938, that due to the
laws of the foreign country in which such corporation is incorpo-
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rated, or for other reason, it 18 or will be impossible to complete the
liquidation of such company before such Jc)zte) the liquidation 1s
completed on or before such date as the Commissioner may find
reasonable, but not later than December 31, 1938; and the Senate
agree to the same.

Amendment numbered 58:

That the House recede from its disagreement to the amendnient of
the Senate numbered 58, 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: 18 months, if und to the extent such gain s
t(}zlken mio account in computing net income; and the Senate agree to
the same.

Amendment numbered 60:

That the House recede from its disagreement to the amendment of
the Senate numbered 60, 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: 18 months, if and to the extent such loss is
taken into account in computing net income; and the Senate agree to
the same.

Amendment numbered 62:

That the House recede from its disagreement to the amendment of
the Senate numbered 62, and agree to the sume with an amendment,
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 18 months, if and to the extent such gain 1is
tc}zlken mto account in computing net vncome; and the Senate agree to
the same.

Amendment numbered 64:

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

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 18 months, if and to the extent such loss 1s
taken into account vn computing net income; and the Senate agree to the
same.

Amendment numbered 69:

That the House recede from its disagreement to the amendment of
the Senate numbered 69, 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:

100 per centum if the capital asset has been held for not more than
18 months;

66% per centum +f the capital asset has been held for more than 18
months but not for more than 24 months;

50hpcr centum if the capital asset has been held for more than 84
months.

And the Senate agree to the same.
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Amendment numbered 72:

That the House recede from its disagreement to the amendment of
the Senate numbered 72, 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: 30; and the Senate agree to the same,

Amendment numbered 73:

That the House recede from its disagreement to the amendment of
the Senate nurhered 73, and agree to the same with an amendment,
as followa:

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

(%) IN CASE OF NET LONG-TERM CAPITAL Loss.—If for any
taxable year a tazpayer (other than a corporation) sustains a net
long-term capital loss, there shall be levie({: collected, and paid, in
liew of the taz tmposed by sections 11 and 12, a tax determined as
Jollows, if and only if such tax is greater than the tax imposed by
such sections:

A partial tax s-all first be computed upon the met income
increased by the amount of the net long-term capital loss, at the
rates and wn the manner as if this subsection had not been
enacted, and the total tax shall be the partial tax minus 30 per
centum of the net long-term capital loss.

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:

Omit, the matter proposed to be inserted by the Senate amendment
and on page 89, after line 25, of the House bill insert the following:

SEQ. 106. CLAIMS AGAINST UNITED STATES INVOLVING
ACQUISITION OF PROPLRTY.

In the case of amounts (other than interest) received bi/]a taxpayer
from the United States unth respect to a claim against the United States
wnvolving the acquisition of property and remaining unpaid for more
than fifteen years, the portion of the tax imposed by section 12 attributable
to such receipt shall not exceed 30 per centum of the amount (other than
interest) so received.

And the Senate agree to the same.

Amendment numbered 88:

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

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: a street, suburban, or interurban electric rail-
way, or a street or suburban trackless trolley system of transportation, or a
street or subvrban bus system of transportation operated as part of a street
or suburban electric ravlway or trackless irolley system; and the Senate
agree to the same,
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Amendment numbered 105:
That the House recede from its disagreement to the amendment of
the Senate numbered 105, 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: 16)%; and the Senate agree to the same.

Amendment numbered 112:
That the House recede from its disagreement to the amendment
of the Senate numbered 112, 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: 16); and the Senate agree to the same.

Amendment numbered 115:
That the House recede from its disagreement to the amendment of
the Senate numbered 115, 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: 16 per centum thereof; and the Senate
agree to the same.

Amendment numbered 159:

That the House recede from its disagreement to the amendment of
the Senate numbered 150, and agree to the same with an amendment,
as follows:

Restore the matter proposed to be stricken out by the Senate
amendment and on page 263, line 20, of the House bill strike out
““16”” and insert in lieu thereof 16}%; and the Senate agree to the same.

Amendment numbered 152:
That the House recede from its disagreement to the amendment of
the Senate numbered 152, and agree to the same with an amendment,

as follows:
On page 40 of the Senate engrossed amendments, line 8, strike out
“(7)" and insert (8); and the Senate agree to the same.

Amendment numbered 157:

That the House recede from its disagreement to the amendment of
the Senate numbered 157, 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: 27 (a) without the benefit of paragraphs (3)
and (4) thereof; and the Senato agree to the same,

Amendment numbered 167;

That the House recede from its disagreement to the amendment of
t,hef Sﬁsnate numbered 167, 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. 601. ESTATE TAX RETURNS.

Section 304 (b) of the Revenue Act of 1926, as amended (relating to the
amount of gross estate requiring the filing of a return), is amended by
striking out “8100,000" and inserting in liew thereof “the amount of the
specific exemplion movided in section 803 (a) (4)".
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SEC.502. RETURNS OF ADDITIONAL ESTATE TAX.

Section 403 of the Revenue Act of 1932, as amended, relating to returns
of the additional estate tax, is amended by striking out “$40,000” and
inserting in lieu thereof ‘“‘the amount of the specific exemption provided
in section 401 (¢).

SEC. 603. EXTENSIONS OF TIME FOR PAYMENT OF
ESTATE TAX.

Section 305 (b) of the Revenue Act of 1926, as amended, is amended to
read as follows: :

“(b) Where the Commissioner finds that the payment on the due date
of any part of the amount determined by the executor as the tax would
impose undue hardship upon the estate, the Commissioner may extend
the time for payment of any such part not to exceed ten years from the
due date. In such case the amount in respect of which the extension is
granted shall be paid on or before the date of the expiration of the period
of the extension, and the running of the statute of limitations for assess-
ment and collection, as provided in sections 310 (a) and 311 (b), shall be
suspended for the period of any such extension. If an extension is granted,
the Commassioner may, if he deems it necessary, require the executor to
furnish security for the payment of the amount in respect of which the
extension 1s granted in accordance with the terms of the extension.”

SEC. 504. RATE OF INTEREST ON EXTENSIONS OF TIME
FOR PAYMIENT OF ESTATE TAX.

Section 306 (¢) of the Revenue Act of 1926, as amended, 18 amended
by inserting at the end thereof the following new sentence: ‘‘In the case of
any such extension granted after March 31, 1938, the rate of interest shall
be 4 per centum per annum.”

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:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 606 ; and the Senate agree to the same.

Amendment numbered 169:

That the flouse recede from its disagreement to the amendment of
the Senate numbered 169, 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) Girrs Less Tuan $4,000.—In the case of gifts (other than gifts
wn trust or of future interests in property) made to any person by the
donor during the calendar year, the girst '$4,000 of such gifts to such person
shall not, for the purposes of subsection (a), be included in the total
amount of gifts made during such year.”

And the Senate agree to the same. |

8. Does,, 768, vol. 11---—28
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Amendment numbered 199:

That the House recede from its disagreement to the amendment of
the Senate numbered 199, and agree to the same with an amendment,
as follows:

In lieu of the matter pro;)osed to be inserted by the Senate amend-
ment insert the following: ‘‘The privileges granted under this section in
respect of ciwil aircraft employed in foreign trade or trade between the
United States and any of its possessions, in respect of aircraft registered
in a foreign country, shall be allowed only if the Secretary }/ the Treasury
has been advised by the Secretary of Commerce that he has found that suc
foreign country allows, or will allow, substantially reciprocal privileges in
respect of aircraft registered in the United States. If the Secretary of the
Treasury 18 advised by the Secretary of Commerce that he has found that
a foreign country has discontinued or will discontinue the allowance of
such privileges, the privileges granted under this section shall not apply
thereafter in respect of civil avrcraft registered in that foreign country and
employed in foreign trade or trade between the United States and any of
its ﬁssessz'ons.”. -

d the Senate agree to the same.

Amendment numbered 201:

That the House recede from its disagreement to the amendment of
the Senate numbered 201, and agree to the same with an amendment,
as follows:

Restore the matter proposed to be stricken out by the Senate
amendment, and on page 305, line 1, of the House bill strike out
708’ and insert in lieu thereof 706; and the Senate agree to the same.

Amendment numbered 202:

That the House recede from its disagreement to the amendment of
the Senate numbered 202, 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: 707; and the Senate agree to the same.

Amendment numbered 206:

That the House recede from its disagreement to the amendment of
the Senate numbered 206, and agree to the same with an amendment,
as follows:

In lieu of the matter proposed to be inserted by the Secnate amend-

‘ment insert the following: 708; and the Senate agreo to the same.

Amendment numbered 207;

That the House recede from its disagreement to the amendment of
the Senate numbered 207, 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: 709; and the Senate agree to the same.

Amendment numbered 208:

That the House recede from its disagreement to the amendment of
the Senate numbered 208, 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:
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SEC. 710. TAX ON DISTILLED SPIRITS.

(a) Section 600 (a) (4) of the Revenue Act of 1918, as amended, is
amended to read as follows:

“(4) On and after January 12, 1934, and until July 1, 1938, $2.00,
and on and after July 1, 19388, $2.26, on each proof gallon or wine gallon
when below ﬁrooj and a proportionate tax at a like rate on all fractional
parts of such proof or wine gallon.”

(b) Section 600 (c) of such Act, as amended, 18 amended by striking
Oultl “$2.00 per wine gallon” and inserting in lieu thereof “$2.26 per wine
gallon”.

(c) Section 4 of the Liquor Taxing Act of 1934 1s amended by striking
out “‘$2.00” and inserting in liew thereof $2.25”.

(d) The amendments made by this section shall not apply to brandy and
the rates of tax applicable to such brandy shall be the rates applicable
without regard to such amendments.

And the Senate agree to the same.

Amendment numbered 211:

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

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

SEC. 711. EXEMPTION FROM STAMP TAX ON CERTAIN
TRANSFERS OF STOCKS AND BONDS.

(a) Subdivision 3 of Schedule A of Title VIII of the Revenue Act of
1926, as amended, 18 amended by inserting at the end thereof the following
new paragraphs:

“The tax shall not be tmposed upon deliveries or transfers of shares
or certificates—-

“(1) From the owner to a custodian if under a written agreement
between the parties the shares or certifizates are to be held or disposed
o{ by such custodian for, and subject at «ll times to the instructions of,
the owner; or from such custodian to such owner,

“(2) From such custodian to a registered nominee of such custodian,
or from one such nominee to another such nominee, f in either case
the shares or certificates continue to be held by such nominee for the
same purpose for which they would be held if retained by such
custodian; or from such nominee to such custodian.

No exemption shall be granted under this paragraph unless the deliveries
or transfgrs are accompanied by a certificate setting forth such facts as the
Commassioner, with the approval of the Secretary, may by regulation

rescribe as necessary for the evidencing of the right to such exemption.

o delwery or transfer to a nominee shall be exempt under this g)ar aph
unless such mominee, in accordance with regulations prescri edagg the
Commissioner, with the approval of the Secretary, 18 registered with the
Commissioner,

“Any person who, with intent lo evade the tax provided in this sub-
division, falsely makes a certificate accompanying any delivery or transfer
shall be deemed guilly of a misdemeanor, and upon conviction thereof
shall be fined not more than $1,000, or imprisoned not more than six
meonths, or both.”
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(b) Subdivision 9 of Schedule A of Titlle VIII of the Revenue Act of
1926, as amm;ll:d, 18 amended by inserting at the thereof the follounng
new paragraphs: .

L tax shall not be imposed upon deliveries or transfers of inestru-
mente—

“(1) From the owner to a custodian if under a written agreement
between the parties the instruments are to be held or disposed of b
such custodian for, and subject at all times to the instructions o}f
the owner; or from such custodian to such owner;

“@2) From’ such custodian to a registered nominee of such cus-
todian, or from one such mnominee to another such nominee, if in
either case the instruments continue to be held by such nominee for
the same purpose for which they would be held if retained by such
custodian, }(:glfrom such nominee to such custodian.

No exemption shall be granted under this paragraph unless the deliveries
or transfers are aocomfamled by a certificate setting forth such facts as
the Commissioner, with the approval of the Secretary, may by regulation
%escm'be as necessary for the evidencing of the right to such exemption.

0 delivery or transfer to a nominee shall be exempt under this paragraph
unless such nominee, in accordance with regulations prescribed by the
Commissioner, with the approval of the Secretary, is registered with the
Commissioner.

“Any person who, with intent to evade the tax provided in this sub-
dinsion, falsely makes a certificate accompanying any delivery or trans-
fer shall be deemed guilty of a misdemeanor, and upon conviction thereof
shall be fined not more than $1,000, or imprisoned not more than siz
months, or both.”

(¢) The amendments made by this section shall be effective with respect
to transfers or deliveries made after June 30, 1938.

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 an amend-
ment, as follows;

On page 59, line 19, of the Senate engrossed amendments strike
out 714" and insert in lieu thereof 713; and the Senate agree to the
same,

Amendment numbered 215;

That the House recede from its disagreement to the amendment
of the Senate numbered 215, 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:

SEC. 802. APPROVAL OF CLOSING AGREEMENTS.

_Section 606 (b) of the Revenue Act of 1928 is amended by striking out
‘““is approved by the Secretary, or the Under Secretary”, and inserting
in liew thereof the following: ‘48 approved by the Secretary, the Under
Secretary, or an Assistant Secretary’’.

And the Senate agree to the same.
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Ameniiment numbered 231:

That the House recede from its disagreement to the amendment
of the Senate numbered 231, 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:

SEC. 816. COMPROMISE BEFORE SUIT.

Section 3229 of the Revised Statuics is amended by striking out “with
the advice and consent of the Secretary of the Treasury”’ and inserting in
lieu thereof ‘“with the approval of the Secretary of the Treasury, or of the
gnder Sf,cretary of the Treasury, or of an Assistant Secretary of the

reasury’’.

And the Senate agree to the same,

Amendment numbered 232

That the House recede from its disagreement to the amendment of
the Senate numbered 232, 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. 816, EXTENSION OF TIME FOR PAYMENT OF DEFI-
CIENCIES APPROVED BY COMMISSIONER.

The reguirement of section 272 ({) of the Revenue Act of 1936, 1934,
1932, and 1928, section 274 (k) of the Revenue Act of 1926, as amended,
section 274 (g9) of the Revenue Act of 1924, section 260 (f) of the Revenue
Act of 1921, section 513 (3) of the Revenue Act of 1932, and section 308 (3)
of the Revenue Act of 1926, of approval by the Secretary of extension of
time for payment of deficiency in income, estate, or qift tax shall not
apply after thirty days after the date of the enactment of this Act, but the
approval shall be by the Commissioner under regulations prescribed by
the Commissioner with the approval of the Secretary.

And the Senate agree to the same.

Amendment numbered 233:

That the House recede from its disagreement to the amendment of
the Senate numbered 233, and agree to the same with an amendment,
as follows: -

On page 65, line 18, of the Senate engrossed amendments strike out
818" and insert in lieu thereof 817; and the Senate agree to the same.

Amendment numbered 234:

That the House recede from its disagreement to the amendment of
the Senate numbered 234, 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. 818. TAXES OF INSOLVENT BANKS.

Section 22 of the Act of March 1, 1879 (20 Stat. 351;12 U. S. C. 670),
18 amended to read as follows:

“Skc, 22. (a) Whenever and after any bank or trust company, a sub-
stantial portion of the business of which consists of receiving deposits and
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‘making loans and discounts, has ceased to do business by reason of insol-
vency or bankm%cy, no tax shall be assessed or collected, or paid into the
Treasury of the United States on account of such bank, or trust company,
which shall diminish the assets the'reobf necessary for the full payment of
all its depositors; and such taz shall be abated from such natwonal dbanks
as are found by the Comptroller of the Currency to be insolvent; and the
Commassioner of Internal Revenue, when the facts shall appear to him, is
authorized to remit so much of the said taxr against any such insolvent
banks and trust companies organized under State law as shall be found to
afféct the claims of their depositors.

“(b) Whenever any bank or trust company, a substantial portion of the
business of which consists of receiving deposits and making loans and
discounts, has been released or discharged from its liabilité/' to ils deposi-
tors for any part of their claims against i, and such depositors have
accepled, in lieu thereof, a lien upon subsequent earnings of such bank or
trust company, or claims against assets segregated by such bank or trust
company or against assets transferred from it to an individual or corpo-
rate trustee or agent, no tax shall be assessed or collected, or paid into the
Treasury of the United States on account of such bank, or trust company,
such individual or corporate trustee or such agent, which shall diminish
the assets thereof which are available for thé payment of such depositor
claims and which are necessary for the full payment thereof.

“(¢) Any such tax so collected shall be deemed to be erroneously collected,
and shall be refunded subject to all provisions and limitations of law, so
far as. afplica le, relating to the reﬁnding of taxes, but tax so abated or
refunded after the date of the enactment of the Revenue Act of 1938 shall be
reassessed whenever i shall appear that payment of the tax will not
dimanish the assets as aforesaid. The runming of the statute of limitations
on the making of assessment and collection shall be suspended during,
and for ninety dalgis beyond, the period for which,fmrsuant to this section,
assessment or collection may not be made, and a tax which has been
abated may be reassessed and collected during the time within which, had
there been no abatement, collection might have been made.

“(d) This section shall not apply to any tax imposed by the Social
Security Act.”

And the Senate agree to the same.

Amendment numbered 235:
~ That the House recede from its disagreement to the amendment of
the Senate nurubered 235, and agree to the same with an amendment,

as follows:
On page 68, line 4, of the Senate engrossed amendments strike out
820" and insert in lieu thereof 819; 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 an amendment,

as follows:
In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
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SEC. 820. MITIGATION OF EFFECOT OF LIMITATION AND.
OTHER PROVISIONS IN INCOME TAX CASES.

(@) Derinirrons.—For the purpose of this section—

(1) Derermin aTioN.—The term ‘‘determination under the in~

come taz laws' means— ,
(A) A closing agreement made under section 606 of the
Ref%@“AAdf ooy ﬁ%mng“? Taz Appeals W
cision by the Board of Tax Appeals or a 5 ,
decree, or other order by any court of competent jurisdiction,
which has become final; or
(0) A final disposition by the Commissioner of a claim for
refund. For the purposes of this section a clavm for refund
shall be deemed finally disizosed of by the Commissioner—

(t) as to items with respect to which the claim was al-
lowed, upon the date of allowance of refund or credit or
upon the date of mailing notice of disallowance (by reason
o}) offsetting items) of the claim for refund, and

(17) as to items with respect to which the claim was dis-
allowed, in whole or in part, or as to iems applied by the

- Commissioner in reduction of the refund or credit, upon
expiration of the time for instituling suit with respect
thereto (unless suit 18 instituted prior to the expiration of
such time). .

Such term shall not include any such agreement made, or decision,
Judgment, decree, or order which has become final, or clavm for re-
fund finally disposed of, prior to ninety days after the date of the
enactment of this Act.

(2) Taxpayer.—Notwithstanding the provisions of section 901,
the term “taxpayer’” means any person subject to a tax under the
applicable Revenue Act.

(3) ReraTeEp TAxPAYER—The term ‘“‘related taxpayer’’ means
a tazpayer who, with the tazpayer with respect to whom a determina-
tion specified in subsection (b) (1), (2), (3), or (4) is made, stood,
in the taxable year with respect to which the erroneous inclusion,
exclusion, omission, allowance, or disallowance therein referred to
was made, in one of the following relationships: (A) husband and
wife; (B) grantor and fiduciary; (C) grantor and beneficiary; (D)
fiduciary and beneficiary, legatee, or heir; (E) ent and de-
cedent’s estate; or (F) partner.

() CrrcuMsTancks oF AprusrMeNT.—When a determination under
he income taz laws—

(1) Requires the inclusion in gross income of an item which was
erroneously included in the gross income of the tazpayer for another
taxzable year or in the gross income of a related taxpayer; or

(2) Allows a deduction or credit which was erroneously
to the taxpayer for another taxable year or to a related tazpayer; or

(8) Requires the exclusion from gross income of an dem with
respect to which taxr was paid and which was erroneousl:
or omitted from the gross income of the taxpayer for another tazable
year or from the gross income of a related tazpayer; or .

(4) Allows or disallows any of the additional deductions allowable
in compuling the net income of estates or irusts, or requires or
denies any of the inclusions in the computation of net income of
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beneficiaries, heirs, or legatees, specified in section 162 (b) and (c¢) of
thie Act, and corresponding sections of prior revenue Acts, and the
~correlative inclusion or deduction, as the case may be, has been
erroneously excluded, omitted, or included, or disallowed, omitted,
or allowed, as the case may be, in respect of the related taxpayer; or
(6) Determines the basis of property for depletion, exhaustion,
wear and tear, or obsolescence, or for gain or loss on a sale or exchange,
and in respect of any transaction upon which such basis depends
there was an erroneous inclusion in or omission from the gross
»ncome of, or an erroneous recognition or nonrecognition of gain or
loss to, the taxpayer or any person who acquired title to such property
in such transaction and from whom mediately or immediately the
taxpayer derived title subsequent to such transaction—
and, on the date the determination becomes final, correction of the effect
%tfw error 18 prevented by the operation (whether before, on, or after the
te of enactment of this Act) of any provision of the internal-revenue
laws other than this section and other than section 8229 of the Revised
Statutes, as amended (relating to compromises), then the effect of the
error shall be corrected by an adjustment made under this section. Such
adjustment shall be made only +f there 1s adopted in the determination a
position maintained by the Commissioner (in case the amount of the
adjustment would be refunded or credited in the same manner as an over-
payment under subsection (c)) or by the taxpayer with respect to whom the
determination is made (in case the amount of the adjustment would be
assessed and collected in the same manner as a deficiency under sub-
section (c)), which position 18 inconsistent with the erroneous inclusion,
exclusion, omission, allowance, disallowance, recognition, or nonrecogni-
tion, as the case may be. In case the amount of the adjustment would be
assessed and collected in the same manner as a deficiency, the adjustment
shall not be made with respect to a related taxpayer unless he stands in
such relationship to the taxpayer at the time the latter first maintains the
inconsistent ;:om’tion in a return, claim for refund, or petition (or amended
petition) to the Board of Tax Appeals for the iaxable year with respect to
which the determination 18 made, or if such position is not so maintained,
then at the time of the determination.

(¢) MEerHop or AprusrmMeNT.—The adjustment authorized in sub-
section (b) shall be made by assessing and collecting, or refunding or
crediting, the amount thereof, to be ascertained as provided in subsection
(d), in the same manner as if it were a deficiency determined by the
Commissioner with respect to the taxpayer as to whom the error was made
or an overpayment clavmed by such taxpayer, as the case may be, for the
taxable year with respect to which the error was made, and as if on the
date of the determination specified in subsection (b) one year remained
before the expiration of the periods of limitation upon assessment or filing
claim for refund for such taxable year.

(d) ASCERTAINMENT OF AMOUNT OoF ADJUSTMENT.—In computing
the amount of an adjustment under this section there shall first be ascer-
tained the tax previously determined for the tazable year with respect to
which the error was made. The amount of the tax preriously determined
shall ke (1) the tax shown by the taxpayer, with respect to whom the error
was made, upon his return }{)r such taxable year, increased by the amounts
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_ previously assessed (or collected without assessment) as deficiencies, and
decreased by the amounts previously abated, credited, refunded, or other-
wise repaid in respect of such tax; or (2) tf no amount was shown as the
taz by such taxpayer upon his return, or if no return was made by such
taxpayer, then the amounts previously assessed (or collected without
assessment) as deficiencies, but such amounts previously assessed, or
collected without assessment, shall be decreased by the amounts previously
abated, credited, refunded, or otherwise repaid in respect of such tacr.
There shall then be ascertained the increase or decrease in the taxr pre-
viously determined which results solely from the correct exctusion, inclu-
ston, allowance, disallowance, recognition, or nonrecognition, of the item, -
inclusion, deduction, credit, gain, or loss, which was the subject of the
error. The amount so ascertained (together with any amounts wrong-
Jully collected, as additions to the tax or interest, as a result of such error)
shall be the amount of the adjustment under this section.

(¢) AnvusrmeNT UNAFFECTED BY OTHER ITEMS, Ero.—The amount
to be assessed and collected in the same manner as a deficiency, or to be
refunded or credited in the same manner as an overpayment, under this
section, shall not be diminished by any credit or set-off based upon any
item, inclusion, deduction, credit, exemption, gain, or loss other than the
one which was the subject of the error. Such amount, if paid, shall not be
recovered by a claim or suat for refund or suit for erroneous refund based
upon any item, inclusion, deduction, credit, exemption, gain, or loss other
than the one which was the subject of the error.

(f) No ApsustMENT FOR YEARS PRIOR TO 1932.—No adjustment
shall be made under this section in respect of any taxable year beginning
prior to January 1, 1932.

And the Senate agree to the same.

Amendment numbered 238:

That the House recede from its disagreement to the amendment
of the Senate 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. 821. INTEREST ACCRUING AFTER OCTOBER 2/, 1933,
AND BEFORE AUQUST 80, 1986, ON DELIN-
QUENT INCOME, ESTATE, AND GIFT TAXES.

Interest accruing after October 24, 1933, and prior to August 30,
1936, on delinquent income, estate, and gift taxes shall be computed at
the rate of 6 per centum per annum. Any such interest accruing during
such pertod which has been collected prior to the date of the enactment of
this Act in excess of such rate shall be credited or r}funded to the tax-
payer, if claim therefor 18 filed within siz months after the date of the
enactment of this Act. No interest shall be allowed or paid on any such
credit or refund.

An{ the Senate agree to the same.
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