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AMENDMENTS TO INTERNAL REVENUE CODES OF 1939
AND 1954

Junk 1, 1956.—Ordered to be printed

Mr. Coorer, from the committee of conference, submitted the
' following

CONFERENCE REPORT
{To accompany H. R. 6143) |

A '. ® 4 .

The committee of conference on the disagreeing votes.of the two
Houses on the amendments of the Senate to the bil (H. R. 6143) to
amend-the Internal Revenue Code of 1939 to provide that for taxable
years beginning after May 31, 1950, certain -amounts received in
consideretion - of ‘the transfer of patent rights shall be considered
capital gain regardless of the basis upon which such amounts are paid
having met after full and free conference, have agreed to recommend
and do recommend to their respective Houses as follows: '
That the Senate recede from its amendment numbered 3.

Amendment numbered 1:

That the House recede from its disagreement to the amendment of
;.l_llela Senate numbered 1, and agree to the same with an amendment. as
ollows: : L = |

On page 2 of the Senate engrossed amendments, beginning with
“For” in line 5, strike out all through line 12, and in lieu thereof
insert the following: In applying section 291 (a) (relating to additions
to the tax for failure to file a return) sn any case to which paragraph (b)
of this section applies, the term ‘reasonable cause’ shall inclide the filing
of a timely incomplete return under ciréumstances which led the taxpayer
to believe that no tax was die on amounts received under a settlement with
the United States.” N . o

(0) The amendment made by this seotz’on‘shall‘ag:ply“ with-respect to
tazable years ending after December 31, 1948, notwithstanding the opera~
tion of any. law or rule of law (other than section 3760 of the Internal
Revenue Code of 1939 or section 7121 of the Internal Revenue Code of
1964, relatinig to closing agreements, and other:than section 3761 of the
Internal Revenue Code of 1939 or section 7122 of the Internal Revenue
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2 AMENDMENTS T0 INTERNAL REVENUE CODES OF 19391954

Code of 1964, relating, to:compromises); ; Notwithstanding:the: p)ecédiﬂg
sentem{z, no. citmh@ for Pcredzt og',(?: un'd of any ovérpayment. resulting
‘from e amendment made by this section shall -be allowed or-made daftér
the period of lzmuﬁatwn applicable to such overpayment, except that such
period shall not expire before the expiration of one year after the date of
the enactment of this Act.

And the Senate agree to the same,

Ame ndm?np numpqr d 2: TN IR L B B § 4 N A VA
" TPhat ‘the House recede from lts dlsagreement to the amendment of
the Senate numbered 2, and agree to the same with amendments as

follows:

On page 3 of the Senate engrossed amendments, beginning with
line 12, strike out all thr ugh ine, 24 .and in ligu thereof insert the
followmg by

“(2) If any portwn of @ distribution of roperty by a corporation
to its shareholders, with respect to its stoc/«zr) 8 a dzmdend solely by

\ ~reason f the last sentence, o {f w{:.qemon (a);,then, SIS

P (A) partzg')‘dph ( h no ‘apply to such dzstmbutwn,

“(B) such dwtnbutwn shall be considered to be a distribu-
tion which 18 net ﬁ ndend (Aohéther or hob otherwise a dividend)
to the extent that t fmr market value of such property exceeds
the Subchapter. A,nqy income meéfenred:to in the last sentence of

I sublsectw%h a), adjuste é{romg;d in TZ’CQ? segqténce o
n app w para ra oy GAstriout crived  an 8ubpdra-
(yé 9 e ~ .._(;f ',j)arqgrapgg(.?) .shall  be takm b
[ ‘(ICCbunt b O}e“étherd Q é’ions N }I,]\'“” Yy [[ “””r, [‘ b Liitdsisa
L'Onipage 4 of the" Séhhte engrossed, ameng ndments, 1p Jine-12) strike
out 41039, ‘g1 ‘ih‘heii‘thei‘éo insert the- fo owing: 11939, except. that
it shall: not apply to anly . iaa;able j/ear 0 q, s e/noy}]‘qr; whwh, {was .a, cor-
poration: ahd’ whick filed' & retirn for suc «yeq(, reporting.. dividends in
-acéordance with  publicly - annoglnced lztzgatzpn pol;c;ﬁ of the. Secretary
ml' his delegate wh;wh had’not een,’ réjoked. at. )he time, such. refunn)bas
filed. .o Dt SR
And the Senate agree to the same. Cio D ‘ St
. Amendment nimberad 43 - T e T X ;';i
... That the Hotise recédé’ from ity ’dnsagreemen£ to the amendmenb of
thﬁ Senate nunpbell'e‘d 4, and  agree to the same. wnth m;, amendmem;«a.s
fOOWS‘ e ! "" "!(;1"
“In Tieu'of the mstter. proliosed 0 Be msei"(ed by t.he,S@nate amend—-
ment/ insert the' fblldwihg A
séo, 4 TRADEMA&K AND TRADE NAME ExpEwaRES :
(a) Part VI of ,mbclmpter B.of chapter 1 of the Internal Revenue CQdc
of 1964 is Kereby amended by inserting after. section 176 thereof the follow-
ing new section:
“SEC, 177. .,TRADEMARK  AND TRADE NAME EXPENDITDRES. 5y
(@) -Epgcrion To Auortizi —-Apy thademark BrGradd miie ea ez ‘‘‘‘‘
uure ‘paid-ar incurred during a taa:ablc yeay be nmn after D m er;:?l. )
1966y.may; at.the election\of the: ta:cpaye)‘ (madde‘tn acéorda 8 .wzt regu-

lations prescribed by the Secretary or his delégate) be trea @ deferred
expense.  In computing tazable wneomé, all gwfﬁd itiires pazd or mcurfed
during the taxable year which are so treated slwll be allowed as a deduction
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AMENDMENTS 0 INTERNAL REVENUE CODES OF ‘1030<1954 3
rati zy'~=qver,éueh-paﬁbzz:z;‘rf ot leds than '60 months (befinning with the
o in el iagably voat ae suai) be slactod b, 1t Wspugr b
miking ‘$uch eléction. ' THS eipénditurés' so treitted" ape’ ézpenditiites
properly ehar jéadlé to capitil agcount for pilrposes of séetion 1016 (a) (1)
(relating to" ddjustmerits 1o basis of property).”. * T

(b) "TraDEMARK iND TRADE'NAME “EXPENDITURES DEFINED.—
For purpoges of subsection (a), the term [trademark or trade name ex-
penditire’ means any expénditure which— "~ oo oo o
© (D) Yis directly cohpected with- the ‘ acquisition,’ protection, ex+
pansion, refistration  (Federal,” State; or foréign), or défense of
trademark or trade name; .1t i e e
f.‘-.gz)-é&;qha.rgqa;ble:toi»pq;pimlawc?ﬂ&nt; and .. . o LT
“(8). 48, not.part of the cansidenation paid for a trademark; trade

name, or business. . , .

“(c) Trmr ¥or Ayp Séork or Evrgorion.—The election provided by
subsection “_(@)),,&,J il be made Within the time preseribed by law (including
extensions thereof) for filing the return for the taxable year during which.
the expenditure. is pard of ineurred. The period selected by the tazpayer
under, subsection () ‘with respect to, the expenditures paid or incurred
during the tazable year which are tréated as deferred expenses shall be ad-
hered to in oo%p@z'izfn ]; tdxable income for the tazable year for which the

election s mage'and dll'subsequent years.

.

37
iy £ %l”?z’l‘
“(d) Crogs Reryrsyce. T

“"F'fqr,lqgjjy;st_mqgtqgto" basis of property for amounts allowed as
deductions for expenditures treated as deferred expenses under
. ,;htq\k,fe‘:'t;d’n.& ee“*s'e‘cti?;t 1016 (a) (16).”
o N F LSS - S AR BT RO L PR LA L 2 O
(b} tabfe of seclions of part VI of subchapter B of chapter 1 of
the Internal Revenue Code of 196/ is hereby amended by inserting at
the end thereof ,

“Sec. 177. Trademark and trade name expenditures.”

(c) Subsection (a) of section 1016 of the Internal Revenue Code of
1964 (relating to adjustmenls to basis) is hereby amended by striking
out the period at.the end of paragraph (16) and wnsertirg in lieu thereof
a semicolon, and by adding at the end of such subsection the following
new paragraph: o

“(16) for amounts allowed as deductions for expenditures treated
as deferred eapenses under section 177 (relating to trademark and
trade name expenditures) and resulting in a reduction of the tax-
payer’s taxes under this subtitle, but not less than the amounls
allowable under such section for the taxable year and prior years.”

And the Senate agree to the same,

Amendment numbered 5: E
That the House recede from its disagreement to the amoendmont of
the Senate numbered 5, and agree to the same with an amendment as

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

ment insert the following:
SEC. 5. LIVESTOCK SOLD ON ACCOUNT OF DROUGHT.

(@) Section 1038 of the Internal Revenue Code of 1964 (relating to in-
voluntary conversions) is hereby amended by redesignating subsection (f)
thereof as subsection (g) and by inserting after subsection (e) of such sec-
tion the following new subsection:
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“(f) Lrvesrock SoLp oN Account. oF Drovenr.—For purposes: of
this subtitle, the sdle or exchange of livestock (other than pou’lt%. held by
a tazpayer for draft, breeding, or dairy purposes in excess of the number
the tazpayer would sell if he followed his usual business practices shall be
treated as an involuntary conversion to which this section applies if such
f}lveqtogtk’,are sold or exchanged by the tazpayer solely on account of

rought, S

(3) The amendment made by this section shall apply with respect to
tarable -years ending .after December 81, 1966, but-ondy in the: case of
sales and exchanges of livestock after December 31, 1966.

And the Senate agree to the same.

That the House recede from its disagréement to the amendment
of the Senate to the title of the bill, and agree to the same.
. JBrRE COOPER,

W. D. MiLis, |
NosLE J. GREGORY,
Danier A. REgp,
TrOoMAS JENKINS,

Managers on the Part of the House.
Harry F. Byrp,

By R. 8. K., .

RosT. S. KERR,
J. ALLEN FREAR, Jr,,
"E." D. MILLIKIN,
EpwArp MARTIN,

Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of thé two Houses on the amendments of the Senate
to the bill (H. R. 6143) to amend the Iiiternal Revenue Code of 1939
to provide that for taxable years beginning after May 31,1950, certain
amounts received in consideration of the transfer of patent rights shall
be considered capital gain regardle:s ‘of the basis upon which such
amounts are paid, submit’ the following statement in explanation of
the effect of the action agreed upon by the conferees and recommended
in the'accompanying conference report:

Amendment No. 1: This' amendment adds a new section to the
House bill which amends section 106 of the Internal Revenue Code of
1939 (relating to'claims against the Unitéd States involving acquisition
of property). Section 106 of the 1939 Code limits the surtax appli-
cable to individuals to 30 percent in the caséof amounts réceived from
the United States on'claims involving ‘acquisition of property. The
Senate amendment would extend ‘the application of this section to

ayments received from the United States arising under a’contract
or thie construction’ of initallations’ or facilities for any branch:of the
armed services of the United States and remain‘in(f'lun‘ aid for more
than 5 years from the date such claim first accrued. amf paid ‘prior to
January 1950. The ameéndment also provides that for purposes of
section 291 (a), relating to additiond to the tax for failure to file a
return, the term “reasonable cause’ shall include the filing of a timely
incomplete ‘return under circumstances which led the taxpayer to
believe that no tax wias due on amounts received under a settlement
with the United States. , , o L

The House recedes with an‘ameéndment. The amendment makes
two changes. The first ‘change iakes it clear that the provision
relating to section 291 (a) ‘appliés only to a case to which the new
paragraph (b) of seétion 106 applies. The second change provides
that the effective date provided in the Senate amendment (that is,
that the amendment is to apply to taxable years ending after Decem-
ber 31, 1948) 'is to .apply notwithstanding the.operation of any law
or rule of law: (other than provisions relating to, closing’ agreemefnts
and compromises). However, no claim for credit or refund: of any
OVerpagment‘resulbing from the amendment is to be allowed or made
after the period of limitation é,'pfi’lica'ble to the overpayment, except
that such })eriod is not to expire before the expiration of 1 year after
the date of the enactment of the provision. , :

1t is the understanding of all the conferees that the action taken
with respect to this amendment is not to be considered a precedent
for future legislative action,

Amendment No. 2: This amendment adds a new subsection (n)
(relating to certain distributions of property by corporations) to sec-
tion 115 of the Internal Revenue Code of 1939. The amendment
provides rules for corporate distributions to stockholders of property
having a fair market value in excess of the corporate earnings and

b
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profits. Paragraph (1) of the new subsection (1), i in: eneral, limits
the amount of a corporate dxstrlbutlon of property which is taxable as
a dividend to the amount of the earnings and profits of the dlstmbutmg
corporation. Paragraph (2) provides an additional rule for distribu-
tiong of. property .made: by énersonal ‘holding- companies, The new
subséétion (n) added by the Senate amendment is to be effective as if
it were a, pa,r? of section 115 of the Internal, Revenue Code of 1939
on the. date of, enactment of:such code: No interest is to.be allowed
or paid ip respect of  any overpaymept, of tzax resultmg from the
amendment, e
g ,’r[‘he Hoqae ecpdes Wlth amendments The ﬁrst is a techmcal
’amendmep e ;éned o permit, the. Qontmued a.pphcatlon of the last
sentence of sect;on 115, (a) of the, 1939 Code;. mcludmg the taking into
account seqmons 504, (c) agd 506 of such code, in 8. manper consistent
with the purposes of this legxsl&tmn n- addltlon, under the con-
ference, agreement, it is rpyovxded hat, thguamendment made to;the
1939 Code is, not g, appfo' 10, any. {axable, year, of,a,shareholder which
was & co;'porp, ;on d wk nqh K:¥ rej;urn for; suchzyeqr reportmg
~d1v1 ends‘dn (ﬂpco a.x;:ce th pubhcly p,nnouqc d, litigation, policies
of the Seicre(tary‘ ,9? ! e,(l‘reaaury or, his delegate ?suchl s nohacqnies-
cenceo mmlgs; nero ntema, Rev ue. to.decisions inlitigated
,casegs whxci not eeq gvg qu g.p fhe mpq such, return -was: filed.
Paragrap 3 o ‘the, ne t;op n p;qv:deaﬁtha.t subsection,(n)
,does not, a.pp Yy, to apy d tnb thn 'of (A);mopey,, ( ) inyventory assets,
as, deéfined ,qecb;pg 312 ,,(I,S,, of; :the. Internal Revenue.Code: of

954 or;, (lJ) dl?, ,umons d¢sc;'}beg ;n,gectlon 312 (3) -of :the Internal
: evexggm 01 e, of 1954 f t,i8 the, mtep;;pn,,q@ the' conferee,s ‘both -on
th part g i o Hous and Q? Saoate that 10 ;lmphcwon i9-40 be
drawn frgm ¢ $s parq hich  would ¢ dversely-affecy a.taxpayer

q exmt}ng aw with r&epgct, to any. ht;gathq,pgnd;ng or.decision
1ade ms £, which ;h, Was &. pax;t.y with,, respect | to such types of
dlstrlbutl !

. Amend Np Tb;s amgadment rowded that, ,tbe tnx, on
transpprt pon of ‘property xmpog Y. +the Internal, ,RevenuerCodes .of
}9$9 and, 1954 s};al,l not apply, ta. amoxp}t,s 8id for, the. transportation
Qf pou er nt;puous mqvémegb fg'om thp farm. where, the poultr,
was ,:ralseglg) B yqss . plant, logated ,w;thm the local area.of suc
_f@rm,‘fpnpmpb g | 16 Senate rec 08, o i et o

Am JJ; is,gmepdmen, a, ds: i hew, section 177 to the
Inﬁeru s evex}ue.dode)of 11954 1 ptmg to tl,'gzdemqu and trade'name
expenditiires; pn er. %amen b.v,a,,tm lemark; or. trade. name
expendntprpl(qg;dgﬁpqé m -the :amen ment prid of;ingnrred during: a
taxab e year be nmgl Qer December 31, 1955, may,.at. the élection

of the @aqu,yer made ., ;lccordan,ce ‘With ;regu,!atmns plzescr ed by the
Secretary or his delegate): be treated. Psadefen‘e expense;! i) . iph o

The House receqes with an ame,ndmenb whmh makes teohmcol and
clum ym ch anges. ,\As agreed to.jin, conférence,.iany. trademark or
trade rname expcndlture paid or incurred ; during; 4 taxablo- year
beglqnmg, after December, 31,;1955, Jmay, at the election. of .the ‘tax-
payer, (mag (fa m qccordpnce thh (regulatlona prescmbed by .the Secres
tary or. h s delegate), be treated.as a deferred expense.-,(In' comiputing
b mb(le m(;ome, all expe dlbu;'es paid or incurred-duringithe taxable
year' Whlch are so treated arg to.be,allowed. as . deduction: ratahly
over such period of not less than 60 months (beginning with the ﬁrst

CF
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month in such taxable year) as may be selected by the taxpayer in

making such election. Under the conference agreement the election
with respect to any taxable year is to be made within the time pre-
scribed by law (including extensions thereof) for filing the return for
the taxable year during which the expenditure is paid or incurred.
The period selected by the taxpayer for any taxable year is required to
be adhered to (with respect to all expenditures to which the election
for such year applies) in computing the taxable income of the tax-
payer for the taxable year for which the election is made and all
ubsequent years. Under the conference agreement it is made clear
that the expenditures covered by the bill are expenditures properly
chargeable to capital account for purposes of section 1016 (a) (1)
of the 1954 Code (relating to adjustments to basis of property) and
that proper adjustment to basis is to be made for the amounts allowed
as deductions as deferred expenses under the new section.

Amendment No. 5: This amendment adds a new subsection (f)
to section 1033 of the Internal Revenue Code of 1954 (relating to
involuntary conversions). The Senate amendment provided that the
sale of livestock (other than poultry) held by taxpayer for draft,
breeding, or dairy purposes in excess of the number the taxpayer would
sell if he followed his usual business practices shall be treated as an
invoﬂuntary conversion to which section 1033 applies if such live-
stock—

(1) Are held in an area (A) in respect to which the President
determines under the act of September 30, 1950, that a major
disaster exists because of drought and (B) which is found eligible
by the Secretary of Agriculture for certain assistance or relief
un((jler provisions administered by the Department of Agriculture;
an

(2) Are sold (whether before or after such determination) by
such taxpayer solely on account of such drought.

The Senate amendment applied only with respect to taxable years
beginning after December 31, 1955,

The House recedes with an amendment. Under the conference
agreement the section applies if the livestock are sold or exchanged
because ‘of drought. The requirements contained in the Senate
amendment with respect to the existence of a major disaster pro-
claimed by the President and a finding of eligibility by the Secretary
of Agriculture for assistance or relief are eliminated. Under the
amendment a drought is a condition which exists in an area by reason
of precipitation conditions which are abnormally low for such area.
Under the conference agreement the amendment applies with respect
to taxable years ending after December 31, 1955, but only in the case
of sales and exchanges of livestock after December 31, 1955.

JERE COOPER,

W. D. MiLis,

NoBLE J. GREGORY,

Danier A. REED,

THoMAS JENKINS,
Managers on the Part of the House.
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