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DECEMBER 4 (calendar day, DECEMBER 9), 1929.-Ordered to be printed

Mr. SMOOT, from the Committee on Finance, submitted the following

REPORT

[To accompany H. J. Res. 1331

The Committee on Finance, to whom was referred the joint resolue
tion (H. J. Res. 133) reducing rates of income tax for the calendar
year 1929, having had the same under consideration, reports it
back to the House without amendment and recommends that the
resolution do pass.

THE PROPOSED REDUCTION

The joint resolution reduces the rates of normal tax on the taxable
net incomes of individuals from 1S to one-half of 1 per cent on the
first $4,000; from 3 to 2 per cent on the second $4,000; and from 5 to 4
per cent on the balance; and reduces the corporation rate from 12 to
11 per cent. The reduction is applicable only to the rates for the
calendar year 1929, and will effect a saving to our taxpayers of ap-
proximately $160,000,000, about $90,000,000 of which is attributable
to the reduction of the corporation rate and about $70,000,000 to the
reduction in the individual rates.
The following table shows the aggregate benefits to the various

classes of individual taxpayers;
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2 TAX RELIEF FOR 1929

AjVregat" duWeti il individual txex
[The total net tax includes the tax on dividends capital gains, interest on Goveriment bonds, etc., bes

all tax credited, and is the estimated current InAividual Income tax to be paid during the calendar year
102.1j

Taxpayers Net total tax Tax reduction

Class Net Income Per cent Per
Number of total Amount cent of Amount Per

number total cent

I Not over $10,000.. 2, 095,000 85. 80 $50, 000,000 4.69 $28, 000, 0)0 56. 00
2 From $10,000 to $25,000. 252, 000 10. 33 100, 000,000 9. 17 18,500,000: 18. t0
3 Fron $25,000 to $50,0060----, 100 2. 46 150, 000, 000 13. 76 11 250,000: 7. 60
4 Fromn $60,000 to $75,000, -. 15, 700 64 125, OOQ,'000 11. 47 4,350, 000 3. 48
h From $765,000 to $100,000 .... 6,1I00; 25 85, 000,000 7,80 2,100, 000 2.47
6 Iln excess of $100,000-11, 100 .40 680, 000, 000 53. 21 6,800, 000 1. 00

Total -...-. .. . 2, 440, 000 100. 00 1, 090, 000, 000 100. 00 70, 000,000 6. 42

The following table gives a comparison of the total tax, both noilmal
and sill'tax, payable under the present law and under the rates fixed
for 1929 by the joint resolution, by a single person and by a married
person with no dependents. The table is based upon the assump-
tion that all the income not in excess of $10,000 is earned income, and
in addition that one-folurth of the income in excess of $10,000 until
the limit of $30,000 earned income i6 reached, is also earned; and
that the total net income is. all the income received and does not
include dividends, capital gains, or interest upon Government bonds.

9.869604064

Table: Aggregate reduction in individual taxes
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Single person IMarried man. no dependents

Reduction in tax RdcinI a
Income Normal Nra Total tax, Total tax., _______ Nr Normal Total tax, Total tax, ______

tw,res ta, po,- Surtax present proposed tax, pres- SurtxIIpresent prpoe
en a

oe o awI r199Pr ent aw 12 law for 1929 Per
law for 1929 ~~Amount cent Ame.ouSutaxproose

- 4000 $2& 13 $938 $28.13 $U.38 $18.75 0 6.6 $5.63 $1.88 -------- $5.63 $1.88 $3.75 66.61
-5 000 39.38 131i3 ---39381 13.13 26.25 6M.66 16.88 5.63------- 16.88 5.63 11.25 66.65

,000 6.25 22.50 - S56.25 22.50 33.75 60.00 28.13 9.38 - ---- 28.13 9.38 17 66
-7,0O0 78.75 37.50 ------- 78.75 37.50 41.25 52.38 39.38 33.13 ------- 39.38 13.13 26.25 M66.6
& 000 101.25 52.SO 101.25 52.50 48.75 48.15 56.25 22.50 ------- 56.25 22.50 33.75 60.00
2.000 123.75 67.50-1------I23.75 07.50 56.25 45:45 7&75 37.50'-----78.-M75 37.60 41.25 52.38
W0000 153.75 14j .U------- 153.75 .90.00 63.75 41.46 101.25 52.50-------- 101.25 52.50 48.75 48.15
*lb,000388.12 277;50 $56.~M 88 445.00 -;334-38- 110.62 24.86 311.88 2162 $5.8 Z87 2319.3 2.3
20,000 622.50 -455.00 213.75 836.25 678.75 157.;50 18.83 547.50 405.00 213.75 76125 618,75 142.50 18.72

30,000 1,091.25 840.1)0 865..00 1,956.25 1,705.00 251.25 12.84 1,016.25 _780.00 865.00 1,881.25- :.645.00 236.25 12.56
40,000 1, 560.00 I,21&00( 1,768.715 3,328.75 2,983.75 345.00 10.38 1,485.00 1,155.00 1,768.75 3,253.7.5 2,9_23.175 330.00 10.14
50,000 -2087 5000 2, 20 ,5.5 4550 3.5 88 ,5.5 1,530.00- 2,925.00 4,878.75 4,455.f-, 423.75 8.69
60,000 Z497.50 1,1)65.00. 4,312.50.1 6,810.'00 6,277.50 532.50 7.82 2,422.50~ 1,905.00 4,312.50 6,735.00 6,217.50 517.50 7.68
70,000 2,966.251 .340ri)0 5,932-50, 8,898.75 8,272.-50 626.25 7.04 2,891.25 2,280.00 5,932.50 8,823.75 8,212.-50 611-.25 6.93
80,000 3,435. 00', 2,715.O00 7,688.-75.. l, 1-2&75 1A1403.'75 720.00 6.47 3,360.00 2,6&55.00 7,688.75 11,048.75 10.34&75 70;0.00 6.38
90,000 3,903.7.5 309.00W 9,4:0 13,443.75 12,630.00 81.7 605 3,828.751 3,030.00 9,540.00 13,368.75 12,570.00O 798.75 5.97
100,000 4,403. 75 3,490. 11,440.100 'M1843.75 14,930.00 913.75 5.7 4,328.75 3,430.00 11,440.00 15,768.75 14.870.00 898.75 5.70
250,000 1-,903.75 - ,90o00144-G1 53,343.75 50,930.00 2,413.75 4.521 11,828.75 9,430.00 41,440.00 53,268.75 50,870.00 2,398.75 .4.;50
5000 24,403.751~ 4940.(1,4400o 115,843.7,5 1190.0 4,913.75 4.24 124,328.75, 19,430.00 91,440.00 115, 768.75 I110,870.00 ,898.75 4.23

,000,000 49,403.75 39,490..00- 191,44-0.00 240,843.75 20934.00 9,913.7.5 .4121 49,328.715 39,1430.00 191,440.00 240,768.75 230,870.00 9,898.75 4.fII

t4

.0
124

0

9.869604064

Table: [No Caption]
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THE ESTIMATED SURPLUS-

T'he estihiualed surplus for the fiscal year 1930 is approximately
$226,000,000 and the estimated surplus for the fiscal year 1931 is ap-
P) oximat1tely $123,000,000. The probable surplus is shown by the
following table, which gives the actual receipts and expenditures for
the fiscal year 1929 (on the basis of the daily Treasury statements,
unrevised) and the estimated receipts and expenditures for the fiscal
years 1930 aIi(l 1931:
Receipts and expenditures for the fiscal year 1929, on the basis of daily Treasury

statements (unrevised), and estimated receipts and expenditures for the fiscal years
1930 and 1931

1929 1930 1931

RECEIPTS, ORDINARY

Customs .................................... $602, 262, 786. 17 $602,000,000.00 $602, 000,000.00

Internal revenue:
Iliconlo tax-2,330,711, 822.66 2,480,000, 000.00 2,460,000,000.00
M Isvellaneous Internal revenue ......... 607,307, 648.98 635,000,000.00 640,000,000.00

2,938,019,371.64 3,115,000,000.00 3, 100, 000, 000. 00
N iseellaneous receipts--------------- 492, 98,067. 24 632, 263, 434.00 523, 727, 0.00

Total ordinary receipts..................... 4,033, 250,226.05 4, 249, 263, 434.00 4, 225, 727, 66.00

EX PENDITURE8

'T'otal ordinary exl)enditures- 3, 298,859,485.88 3, 393, 316, 300.00 3, 467, 614, 700. 00
Publleldebt retirements chargeable against ordi-
nary reevipts------- -- 649,603,703.75 630, 365,600.00 635,324, 000.00

'rotal expenditures chargeable against ordl-
nary receipts-.--i ------- 3,848,463,189.63 4,023,681,900.00 4,102, 938, 700.00

Excess of ordinary receipts over total expenditures l
chargeable against ordinary receipts ------------ 184,787,035.42 225, 681,534. 00 122,788,96. 00

Corporations enjoyed a very prosperous year in 1928 and all
reports indicate that their 1929 income will exceed that of 1928.
However, an analysis of the available statistics and information
-shoWS that the surplus for the fiscal year 1929 is attributable almost
entirely to the unusual increase in taxable incomes of individuals.
The outstanding item is an increase of approximately $2,000,000,000
in profits from the sale of capital assets. The individual income
taxes increased from approximately $790,000,000 for the fiscal year
1928 to approximately $1,019,000,000 for the fiscal year 1929. It is
uite impossible to estimate the effect which the recent precipitous
Iecline in security values will have on the profits from security
transactions.
Because of the unusual conditions, your committee believes that

the estimated surplus for 1930 and 1931 does not permit a l)ermai)ent
tax reduction. Nevertheless, it is convinced that the benefits of the
probable surpluses should be passed on to the taxpayers rather than
applied to debt reduction . Ample provision for the retirement of
our national debt, in accordance wit our well-established policy, is
made in the Budget. It will be noted that the estimated expendi-
tures for 1930 and 1931 include, respectively, $630,000,000 and
$635,000,000 for debt retirement chargeable against ordinary receipts.

If there were reasonable assurances that the probable surpluses
were of a permanent nature, your committee would consider, as
it has in the past, a permanent revision of our tax laws, attempting

9.869604064

Table: Receipts and expenditures for the fiscal year 1929, on the basis of daily Treasury statements (unrevised), and estimated receipts and expenditures for the fiscal years 1930 and 1931
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to equalize and at the same time lessen the burdens now imposed
upon our various classes of taxpayers. However, such an under-
taking at the present time is not justified. The surpluses may
tbe only of a temporary character. The extraordinary increase,
in the gains reported by individuals may disappear. Undoubtedly,
substantial losses have been sustained. Whether these losses will be
more than offset by future gains can not be reliably predicted. Again,
it should be borne in mind that the income tax has become our prin-
cipal source of revenue, and that the yield of any income tax is neces-
sarily subject to the fluctuations of business. Our balanced Budget
should not be subjected to the risks of uncertainties.

EXTENT OF PROPOSED REDUCTION

Although the estimated surpluses can not be classed with reasonable
certainty as of a permanent nature, your committee is convinced
that a temporary tax reduction is proper at the present time, and that
the relief should be granted to the greatest extent consistent with
sound Government finance and to the greatest possible number of
taxpayers. By dividing the effect of the reduction between the
fiscal years 1930 and 1931, it is believed that an aggregate reduction
of $160,000,000 is within a reasonable margin of safety. By decreas-
ing the normal individual and the corporation tax rates, thbenefit
is accorded all the taxpayers. Furthermore, the greatest relief is
granted taxpayers of relatively small incomes, consisting primarily
of salaries and wages. The proposed relief to taxpayers of this class
is undoubtedly at least as, great, if not greater, than would result
from a revision of the "earned income" provisions of the present law.

It is generally admitted that the present co portion rate of 12
per cent is out of line with the rates imposed upon individuals.
Undoubtedly, the corporation rate should be reduced as soon:as the
revenue requirements permit. The number of individuals contribut-
ing directly to the support of the Federal Government through the
Federal income tax has been strictly limited, and, of those contribut-
ing, the vast majority pay but an insignificant amount. Of.2,434,000
individual returns showing taxable income, 2,059,000 returned but
$32,861,000 of income tax, while 375,000 returned a tax of $1,109,
000,000. The average rate of tax on the net,incomes of the 2,059,000
individuals was 0.42 per cent, whereas these and other millions of
individuals owning stock in corporations are virtually: paying taxes
through their corporations at, 12 per cent on that -pol'tion of their
income arising from the profits of the business enterprises 'in which
they are shareholders. For the calendar year; 1927, 24.46 per cent
of their net income was taken. by taxes, if all; taxes paid,are taken
into consideration; and for every dollar paid in dividends, 46 cents
were paid in taxes. 'If all corporations be included--that is to say, cor-
porations reporting a deficit as well as those reporting net income-
the percentage of net' income 'paid ii' taxes is 34.84 'p'6 cent. It
can hardly be denied that the why t`' give the greatest Fedet'l tax
relief to the greatest number is thrd iglh a reduction of the dbrporati6h
rate. Furthermore', norbduction i'ini~ihd6 in the `urt9 rates, the
ratesit which dividends received by'individuals are taxed. ' Whether
the theory is adopted that the corporation ihdomb taxi s 'sse0d on
to consumers or that the burden falIs upon the stockholder'ii ihst
be admitted that our'.orporate t'axpayem -and theif stbocholders are,
clearly 'deserving of the proposed reduction. 'i
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REDUCTION CONFINED TO 1929

The reduction of rates proposed by the joint resolution is confined
to the calendar year 1929, and the resolution is so framed that with-
out further legislation the rates proscribed by the revenue act of
1928 automatically apply to the calendar year 1930 and all subse-
quent years unless changed by act of Congress..

All taxpayers whose books are kept on the basis of the calendar
year will take advantage of the reduction in their return due March
15. The benefits of the reduction are, however, also applicable to
taxpayers having a fiscal year different from the calendar year.
The existing law makes express provision for this class. Section 105
of the 1928 act provides:

SEC. 105. PazablU period embracing years uith differentilaws.-If it is necessary
to compute the tax for a period beginning in one calendar year (hereinafter in
this section called "first calendar year") and, ending in the following calendar
year (hereinafter in this section called "second qalenidar year") aind the law
applicable to the second calendar year Ix different from' the law applicable to the
first calendar year, then the tax under this title for the period ending'during the
second calendar year shall be the: sum of (1) the same proportion of a tax for the
entire period, determined under the law, applicable to the first calendar year and
at the rates for such year, which the portion of su h period falling within the first
calendar year is of the entire period; and' (2)' the same proportion of a tax'for the
entire period; determined under the law applicable to the second calendar year
and at the rates for such year, which the Portion of such period falling within the
second calendar year is of the entire period.
An example will illustrate the application of this section to 'the con-

templated rate reduction. Sup pose that a corporation has its fiscal
year beginning on July 1. For its taxable year from July 1, 1928, to
June30, 1929, it has presumably already made return. If the taxable
net income shown thereby is $100,000 its tax will be computed as
follows:
Twelve per cent of $100,000 is $12,000. One-half of this (since it

had six months in the calendar year 1928) is $6,000. Eleven per
cent of $100,000 is $11,000. One-half of this (representing tile six
months falling within the calendar year 1929) is $6,500. Its tax for
its taxable year ending June 30, 1929, will therefore be $6,000 plus
$5,500, or $1 1,500. If it has already'paid the $12,000 tax under the
1928 act rates it will be entitled to a refund or credit of $500. The
remainder of the benefit of the rate reduction will be availed of in
its return for its taxable year ending Junet 30, 1930, the tax for which
will be one-half of 11 per cent oi its taxable net income (representing
the six months in 1929), plus one-half of 12 per cent of its taxable
net income, representing the six months in 1930 as to which the 12
per cent rate of the 1928 act automatically applies.

TAXES TO WHICH REDUCTION APPLIES

The reduction applies to a4l 0l8*§es of taxpayers. Individuals,
including nonresident aliens, b6eneft solar as normal tax is eon-
cerned, but the surtax rates of 1tho 1928 act are not reduced. 'The
benefit of this reduction in normal tax automatically is extended t6.
estates and trusts, since section 161, of the 1928'act provides that the
taxes imposed upon individuals shall apply to the income of estates
and trusts.
The tax on corporations and insurance companies is not divided

into normal tax and surtax, the rate being a flat '12 per cenft tax, re-

6



TAX RELIEF FOR 192 9 7
duced 'by the resolution to 11 per cent. It;should be noted that no
reduction is proposed in the 50 per cent tax imposed by section 104 of
the 1928 act in the case of tihe accumulation of surplus to evade
surtaxes.

REFUNDS, CREDITS, AND DEFICIENCIES

In the case of taxpayers not keeping their books on the basis of the
calendar year it swill result. that many will akeady have filed their re-
turns for the taxable year 1.929 (i. e., for their fiscal year ending within
1929). The overpayment of tax resulting thereby will be within the
provisions of section 322 of the present law which provides that "where
there has been. an overpayment of tax imposed by this title, the
amount of such overpayment shall be credited" against any install-
ment of tax still due, andIIny balance refunded. On such overpay-
ments interest; at 6 ppr cent will be allowed from the date of overpay-
ment, in accordance with Section'614 of the 192$ act.

Section 271 of the 1928 act defines a deficiency as the amount by
which the tax properly c6mptited exceeds the amount shown as the
tax upon the return. If the return has been filed before the enactment
of this joinf resolution the: taxpayer will, of courses have computed
the tax at the rates under the 1928 act. In determinm'F the amount
of the deficienncy under thin provision the new rates will, of course,
be applied in determiningib correct amount of the tax, and also the
amount of tax shown on the return will have to be recomputed at the
new rates.

REVENUE ACT OF 1928 NOT AFFECTED

Nothing in the' joint resolution in: any way impairs or alTects the
revenue act of 1928, except as to the rates of tax for the calendar
year 1929 only. The various taxes, whose rates are affected for this
temporary period, remain " taxes unposed by." Title I of the revenue
act of 1928 within the meaning of all the various sections of that act
in which such language occurs.

TEXT OF SECTIONS AFFECTED BY RATE REDUCTION
INDIVIDUAL$

Sec.. 11. NoudA,T,; oN hlrnvIauALs-Therehallevied, collected, and
paid for eaeh taxable year upon thie net income' of every Individual a normal tax
equal to the sum of the following:,.

(a) ',1 per .centuip 'f the, fist $4 00Q0of the oat'u,it of 'the fnet income
in excess of the credits against net income provided in section 25;

(b) 3 per centum of the next $4,000 of, subco excess amount; and
(c) 5 per centum of the remainder of such excess amount.

NONRIE8IDPNT ALINS

Sec. 211. NORMAL TAX.-(a) General rule.-In the cpse of a nonresident alien
individual who is not a ri6ideAt'Of' a coitingudus Country, the normal tax shall
be 6 per centum of.the amount of the net income in eiess of the credits against
net income allowiedto cidac jdiduaL'- '

(b) Aliens residenttin&rntiguous boiflii65.-In-the base Of an aLien individtial
resident in a oontiious coitrshall b a eq
sum of the f66WIng; , thejir t s b

(1) 1 per centum of the amount by which the partpf tPhe net Wid6iom
attrbtitabin to wag~-,ilhlbs profesi onal fees, or-othbf' i6ounts received
as compensation for personal services actually refob'nd -an the- United
tates,' ex'cedi the peftoeembiketioh dicireitd or depeindenits but the
amount taxable at suach'i 0Pr centumhrte shall hot 6e16d'$dOO;



8 TAX RELIEF FOR 1929

(2) 3 per centum of the amount by which such part of the net income
exceeds the stum of (A) the personal exemption and credit for dependents
plus (B) $4,000; but the amount taxable at such 3 per centum rate shalf
not exceed $4,000; and

(3) 6 per centum of the amount of the net income in excess of the
sum of (A) the amount taxed under paragraphs (1) and (2) of this sub-
section plus (B) the total credits against net income allowed to such
individual.

(c) In lieu of normal tax under section 1I.-The tax imposed by this section
shall be In lieu of the nor-Mal tax imposed by section 11.

ElSTATES AND TRUSTS
SEC. 161. IMPosIPrJON OF TAx.-(a) Application of {ax.-The taxes imposed

by this title upon individuals shall apply to the income of estates or of any kind of
property held in trust, including-

(1) Income accumulated in trust for the benefit of unborn or unascer-
tained persons; 'or persons with contingent interests, and income accumu-
lated or held for future Idistribiutidn under the terins of the will or trust;

(2) Income which is to be distributed currently by the fiduciary to the
beneficiaries, and income collected by a guardian of an infant which is
to be held or distributed as the court may direct;

(3) Income received by estates of deceased persons during the period
of ad mliiistration or settlement of the estate; and

(4) Income which, in the discretion of the fiduciary, may be either
distributed to the beneficiaries or accumulated.

(b) Computat on and payment.-The tax shall be computed upon the net
Income of the estate or trust and shall be paid by the fiduciary, except as pro-
vided in section 166 (relating to revocable trusts) and section 167 (relating to
income for benefit of the grantor). For return made by beneficiary, see section
143.

CORPORATIONS
Sec. 13. TAX ON CORPORATIONS.-(a) Rate of tax.-There shall be levied, col-

lected, and pai(1 for each taxable year upon the net income of every corporation,
a tax of 12 per centum of the amount of the net income in excess of the credits
against net income provided in section 26.

(b) Exempt corporations.-For corporations exempt from tax, see section 103.
(c) Improper accumulation of Burplua.-For tax on corporations which accumu-

late surplus to evade surtax on stockholders, see section 104.

LIFE INSURANCE COMPANIES
Sec. 201. TAx ON LIFE I4SHURANCE COMPANIES.-(a) Definition.-When used

in this title the; term "life insurance company" means an insurance company
engaged in the business of issuing life insurance and annuity contracts (includ-
ing contracts of combined life, health, and accident insurance), the reserve
funds of which held for the fulfillment of such contracts comprise more than 50
per centum of Its total reserve funds.

(b) Rate of tax.-In lieu of the tax imposed by section 13, there shall be levied,
collected, and paid for each taxable year upon the net income of every life insur-
ance company a tax as follows:

(1) In the calse of a domestic life insurance company, 12 per centum of
its net income;

(2) In the case of a foreign life insurance company, 12 per centum of
its net income from sources within the United States.

OTHER INSURANCE COMPANIES
See. 204. INSURANCE COMPANIES OTHER THAN LIFE OR, MUTUAL.-(a) Impo-

sition of tax.-In lieu of the tax imposed by section 13 of this title, there shall be
levied, collected, and paid for each taxable year upon the net income of every
insurance company (other than a life or mutual insurance company) a tax as
follows:

(1) In the case of such a domestic insurance company, 12 per. centum
of its net income;

(2) In the case of such a foreign insurance company, 12 per centum of
its net income from sources within the United States.
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WITHHOLDING AT SOURCM

See. 144. WITHHOLDING OF TAX AT SoURcE.-(a) Tax-free covenant bonds.-
(1) Requirement of withholdings: In any case where bonds, mortgages, or

deeds of trust, or other similar obligations of a corporation contain a contract
or provision by which the obligor agrees to pay any portion of the tax imposed
by this title upon the obligee,,or to reimburse the obligee for any portion of the
tax, or to pay the interest without deduction for any tax which the obligor may
h)o required or permitted to pay thereon, or to retain therefrom under any law
of the United States, the obligor shall deduct and withhold a tax equal to 2 per
centuim of the interest upon such bonds, mortgages, deeds of trust or other obli-
gations, whether such interest is payable annually or at shorter or ionger.periods
if payable to an individual, a partnership, or a foreign corporation not engaged
in trade or business within the United States and not having any office or place
of business therein: Provided, That if the liability assumed by the obligor does
not exceed 2 per centum of the interest, then the deduction and withholding
shall, after the date of the enactment of this act, be at the following rates:
(A) 56 per centum in the case of a nonresident alien individual, or of any part-
nership not engaged in trade or business within the United States and not having
any office or place of business therein and composed in whole or in part of non-
resident aliens, (B) 12 per centum in the case of such a foreign corporation, and
(C) 2 per centum in the case of other individuals and partnerships: Provided
further, That if the owners of such obligations are not known to the withholding
agent the commissioner may authorize such deduction and-withholding to be at
the rate of. 2 per centum, or, if the liability assumed by the obligor does not exceed
2 per centum of the interest, then at the rate of 5 per centum..

(2) Benefit of credits against net income: Such deduction and withholding
shall not be required in the case of a citizen or resident entitled to receive such
interest, if he files with the withholding agent on or before February 1 a signed
notice in writing claiming the benefit of the credits provided in section 25(c)
and (d); nor in the case of a nonresident alien individual if so provided for in
regulations prescribed by the commissioner under section 215.

(3) Withholding at lower rate: Such deduction and withholding shall be at
the rate of 1 per centum instead of at the rate of 2 per centum in the case of a
citizen or resident entitled to receive such interest if he files with the withholding
agent on or before February 1 a signed notice in writing that his net income in
excess of the credits against net income provided in section 25 does not exceed
$4,000.

(4) Income of obligor and obligee: The obligor shall not be allowed a deduc-
tion for the payment of the tax imposed by this title, or any other tax paid pur-
suant to the tax-free covenant clause, nor shall such tax be included in the gross
income of the oblige.

(b) Nonresident aliens.-All persons, in whatever capacity acting, including
lessees or mortgagors of real or personal property, fiduciaries, employers, and all
officers and employees of the United States, having the control, receipt, custody,
disposal or payment of interest (except interest on deposits with persons carry-
ing on tile banking business paid to persons not engaged in business in the United
States and not having an office or place of business (therein), rent, salaries, wages
premiums annuities, compensations, remunerations, emoluments, or other fixed
or determinable annual or periodical gains, profits, and income, of any nonresident
alien individual, or of any partnership not engaged in trade or business within the
United States and not having any office or place of business therein and composed
in whole or in part of nonresident aliens (other than income received as divi-
dends of the class allowed as a credit by section 25(a)) shall (except in the cases
provided for in subsection (a) of this section and except as otherwise provided in
regulations prescribed by the commissioner under section 215) deduct and
withhold from such annual or periodical gains, profits, and income a tax equal to
5 per centum thereof: Provided, That the commissioner may authorize such a
tax to be deducted and withheld from the Interest upon any securities the owners
of which are not known to the withholding agent.

(c) Return and payment.-Every person required to deduct and withhold any
tax under this section shall make return thereof on or before March 15 of each
year and shall on or before June 15, in lieu of the time prescribed in section 56,
pay the tax to the official of the United States Government authorized to receive
it. Every such person is hereby made liable for such tax and is hereby indemnified
against the claims and demands of any person for the amount of any payants
made in accordance with the provisions of this section.



10 TAX RBLIEF PFOR 192 9

(d) Income of recipient.-Income upon which any tax is required to be with-
held at the source under this section shall be included in the return of the recil)ient
of such income, but any amount of tax 80 withheld shall be credited against the
amount of income tax as computed in such return.

(e) Tax paid by reci pient.-If any tax requirediunder this section to be deducted
and withheld is raid b)y the recipient of the incomne it shdll not be re-collected
from the withholding agent; nor in cases in which the tax is so paid shall any
Penalty he imposed upon or collected from the recipient of the income or the
withholding agent for failure to return or pay the same, unless such failure was
fraudulent arid for the purpose of evading payment.

(f) Refun(s and credtts.-Whore there has been an overpayment of tax under
this section any refund or crediV made under the provisions of section 322 shall
be made to the withholding agent unless the amount of such tax was actually
withheld by the withholding agent,

See. 145, PAYMESNT OF CORPORATION IiCOMB'TAX AT SOnRoi.In the case of
foreign corporations subject to taxation under this title not engaged in trade or
business Within the United States and not having any office or place of business
therein, there shall be deducted and withheld at the source in the same manner
nod upon the same items of income as is provided in section 144 a tax equal to
133G per centurn thereof in respect of all payments of income made before the
enactment of this act, and equal to 12 per centumn thereof in respect of all pay-ments of income made after the enactment of this act, and such tax shal be
returned and paid in the same manIner and subject to the same conditions as
provided in that sections Prooided, That in the case of interest described in
subsection (a) of that section (relating to tax-free covenant bonds) the deduction
and withholding shall be at the rate specified in-such subsection.
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