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TAX TREATMENT OF EXPROPRIATION LOSS RECOVERIES
AND EXTENSION OF TIME FOR FILING MEDICARE
SUPPLEMENTARY INSURANCE APPLICATIONS

ArriL 1, 1966.—Ordered to be printed

Mr. Long of Louisiana, from the Committee on Finance, submitted
the following

REPORT
[To accompany H,R. 6319]

The Committee on Finance, to which was referred the bill (H.R
6319) to amend the Internal Revenue Code of 1954 to provide for
treatment of the recovery of losses arising from expropriation, inter-
vention, or confiscation of properties by governments of foreign
countries, having considered the same, reports favorably thereon
with amendments and recommends that the bill as amended do pass.

I. COMMITTEE AMENDMENT—EXTENSION OF INITIAL
ENROLLMENT PERIOD UNDER MEDICARE

Your committee has added an amendment which amends the Social
Security Act, title XVIII, so as to extend through May 31, 1966, the
initial enrollment period for coverage under the program of supple-
mentary medical insurance benefits for the aged. The program con-
cerned is the part B segment of medicare.

) Ii. SUMMARY

Your committee has adopted the House-passed provisions of
H.R. 6319, relating to the treatment, of recoveries of foreign expropria-
tion losses. It has, however, added an amendment which amends the
Social Security Act, title XVIII, so as to extend through May 31,
1966, the initial enrollment period for coverage under the program of
of supplementary medical insurance benefits for the aged. This
bill, in the case of recoveries of foreign expropriation losses, pro-
vides o new set of rules generally limiting t.ﬁe tax on the recovery
to the benefit previously received in deducting the loss (but applying
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current. tax rates), taking into account factors such as whether {he
loss offset income taxed at ordinary income tax rates or capital gains,
tax rates, and the effect, if any, of the loss on foreign tax credits, ete,
In hardship situations the bill also makes provision for payment of
the tax on recoveries in 10 equal annual installments bearing interes|
at 4 percent. A special rule in the case of life insurance companies
rovides that a recovery, for purposes of this foreign expropriation
oss provision, is to include the release of a life insurance reserve (or
other item referred to in sec. 810(c)) resulting from the release of
liabilities. These provisions apply to recoveries on or after January |
1965.

The bill also makes provision for taxing recoveries with respect to
foreign expropriation losses where a benefit from a tax deduction was
received by one corporation holding securities in another whose prop-
erty was expropriated. In such a case the restoration in value of the
securities is treated as a recovery and taxed to the corporation re-
ceiving the benefit from the loss deduction. This provision applies
to taxable years beginning after December 31, 1965.

"The Treasury Department has indicated that it has no objection to
the House-passed provisions and the Department of Health, KEduca-
tion, and Welfare supports the social security amendment added by
your committee.

III. REASONS FOR FOREIGN EXPORTATION PROVISIONS

Recoveries of foreign expropriation losses.—Present law provides an
explicit rule in the case of the recovery of & “bad debt,” “prior tax,”
or “delinquency amount.” It, in effect, provides (in sec. 111) that
the recovery in these cases is to be included in income subject to tax
to the extent that the mitial deduction offset income subject to tax.
However, no account is taken of the fact that the prior deduction
in effect offset income which otherwise was not subject to a full tax
(e.z., offset a capital gain or income eligible for the Western Hemis-
phere trade corporation treatment) nor does this rule take into account
the fact that the prior deduction may have offset income subject to
tax but with respect to which no tax was payable because of the
offset. of credits against tax (e.g., the foreign tax credit and the in-
vestment credit). Although the statutory language under present
law refers only to a bad debt, prior tax, or delinquency amount, the
regulations also apply this rule with respect to all other losses, ex-
penditures, and accruals made the basis of deductions from gross
income for prior taxable years, including war losses, but not including
deductions with respect to depreciation, depletion, amortization, or
amortizable bond premiums.!

Thus, present law has been interpreted as providing that the
recovery of losses sustained by reason of expropriation, intervention,
seizure, or similar takine of property by a foreign government is to be
included in the person’s tax base to the extent the deduction for the
loss initially taken was included in the tax base at the time of the
taking of the property.? However, the amount included in income
because of the recovery may result in a much greater tax than the
tax saved by the original deduction,

1 Boc. 1.111-1(a) of the regulations,
t Beparate rules are provided for the recovery of World War 11 losses.
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Congress, in the Revenue Act of 1964, recognized the tax problems
resulting from the numerous cases of expropriation by foreign govern-
ments of property of United States taxpayers since World War II, in-
cuding the major expropriations made in Cuba, beginning in 1959,
when substantially all investments in that cour.try were expropriated.
The Revenue Act of 1964 dealt with one aspect of the problem raised by
these expropriations; namely, the fact that a longer period than usual
was needed to offset these major losses against income. For that
reason the Revenue Act of 1964 provided a 10-year carryforward for
expropriation losses rather than the generally available 5-year carry-
forward and 3-year carryback. However, there was not sufficient time
when that legislation was considered to deal with the second phase of
this problem ; namely, the tax treatment to be accorded in the case of
the recovery of any of these expropriations or similar takings of
property. As a result, in the consideration of the Revenue Act of
1964 the Treasury Department and the congressional staff were
requested to develop an appropriate suggestion as to the proper tax
treatment of recoveries arising from expropriation, etc., losses. This
provision grew out of this study. Your committee agrees with the
House that it is important to act on this problem at the present time
without regard to the possibility of the timing of any recovery in
any specific instance, to assure taxpayers that in the event of arecovery
of ei\;propriated property they will be treated fairly under the U.S.
tax laws,

The recovery provigions decsribed more fully in “III. General
Explanation of Foreign Expropriation Provisions” below are some-
what similar to the provisions of present law relating to a bad debt,
prior tax, or delinquency amount (sec. 111). However, there are sig-
nificant differences. Probably the most important is the fact that in
determining the tax benefit of the prior deduction—and, therefore,
the tax applicable with respect to the restored amount—tax credits,
such as the foreign tax credit and investment credit, are taken into
account. This, if because of such credits the eduction of the loss
produced little or r.o actual tax benefit, little or no tax is to be imposed
with respect to the recovery under the rules set forth below. Similar
treatment is provided where the tax benefit in the year of the loss may
have been reduced by lower rates, such as the capital gains rate and
the rute applicable to Western Hemisphera trade corporations. The
tax benefit, however, for purposes of the recovery will be measured by
using the rates in effect in the year of the recovery rather than in the
year of the loss.

Another important point of departure from the rule in present law,
which is made available in the rules set forth below, relates to the
time allowed for the payment of the tax on the recovery. Where
certain conditions exist as to the recovery (e.g., the bulk of the re-
covery is in property rather than cash) up to 10 years is to be allowed
for the payment of the tax on the recovered amount. However, these
payments will be subject to interest at the rate of 4 percent on the
declining balance. Frequently where there are recoveries it is neces-
sary for the taxpayer to invest substantial additional amounts in
placing the property in usable condition. Alternatively, the recovery
may bhe made in the form of property which cannot readily be sold for
a period of time. Because of these factors, the House-passed bill pro-
vides additional time for payment of the tax on tgese recovered
amounts. The interest rate provided is the same as that available
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under present law for deferred payment of estate tax where it is deter-
mined that the full payment of the tax would constitute a hardship,

Decrease of liabilaties for life insurance companies.—During the
consideration of this bill life insurajice companies presented a unique
problem. Under the special provisions taxing life insurance com-
panies (secs. 801-820 of the code), there is recognition of the fact that
these companies, because of the long-term nature of their business,
are entitled to deductions or exclusions for the addition to certain
specified reserves {e.g., life insurance reserves). Likewise, when these
reserves are no longer needed, they are ‘released” and become an
item of income to the life insurance company. In general, these
reserves must be required by State law (see secs. 801 (b) and (c)),
which has been interpreted to mean either express statutory law or
rules and regulations issiued by a State insurance commissioner.

When the assets of a life insurance company are expropriated, a
question immedintely arises as to whether or not the company is
still linble on its insurance policies arising in the country where the
act of expropriation occurred. 1f the linbihty is no longer in existence,
then the reserves behind these policies are no longer required and must
be released. This release produces an item of income for a life in-
surance cotnpany under section 809(c)(2).  Generally, it is understood
that the insurance commissioners under State law (fo not require the
companies to maintain reserves after the assets behind these reserves
have been exproprinted.  In this case, no special problem is presented
under the bil&. '

On the other hand, in some instances under State law the insurance
commissioner requires the company to maintain the reserves cven
through the compuany’s assets in a particular country have been expro-
printed. In cases where the company disagrees with this interpretation
of State law, then the company may litigate its liability under these
policies. If the company should be successful in the litigation, then
the linbility under the insurance contracts is eliminated and the
reserves are no longer needed or required by the insurance commis-
sioners under State Tuw. Hence, they are released and become income
to the company in the year when the litigation is successful. This
will be vears after the exproprintion occurred and the assets were
written off,

For a life insurance company, this release of its liability under its
insurance contracts is, in essence, the same as a recovery of a part
or all of the assets that had been exproprinted. Your commitiece
agrees with the House that a life insurance company should treat the
relense of reserves as a recovery of a foreign expropriation loss for
purposes of this bill,

Restoration of value of securities after expropriation loss.-—Present law
(sec. 1334) contains & provision dealing with restoration of value of
certain investments which were deducted as worthless investments
under the World War II loss provisions, Under this provision, if
stock in a corporation became worthless because the corporation’s
assets were seized by Germany during World War IT and a deduction
for the loss was taken with full tax benefit, then any restoration in
value of the stock (by reason of recoveries made by the corporation)
is required to be included in gross income in the year of such restora-
tion m value of the stock, even though the stockholder at that time
receives no money or other property.
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The provision in present law deals only with World War IT losses
and existing law contains no comparable provision to deal with similar
cases which can arise from other foreign expropriations. Your com-
mittee also agrees with the House that a comparable provision is
needed for recoveries of more recent foreign expropriation losses.
Such treatment is necessary if taxpayers in these cases are to be taxed
on recoveries of amounts for whicil deductions previously were taken.

IV. GENERAL EXPLANATION OF FOREIGN EXPROPRIATION
PROVISIONS

Recoveries of foreign expropriation losses.—The new provision of the
House-passed bill, dealing with the treatment of recoveries by
domestic corporations (subject to tax under sec. 11 or 802) of foreign
expropriation losses, is elective at the option of the taxpayer, but
once applied, is effective to all recoveries with respect to the same
expropriation loss. This provision applies only if the corporation was
subject to tax as a regular corporation (under see. 11) or as a life
insurance company (under sec. 802) both in the year the expropriation
loss was taken and in the year of the recovery. Foreign expropriation
losses for this purpose are defined in the same manner as in the case of
the 10-year carryforward of losses. They are losses sustained by
renson of exproprintion, intervention, seizure, or similar taking of
property by a foreign government. Included in this category is a debt
which becomes worthless by reason of such an expropriation, ete.

The amount treated as recovered for purposes of the new provision
is the amount of money and the current fair market value of other
property received. For life insurance companies the amount of
recovery includes the decrease of any item described in section 810(c)
attributable to such foreign expropration loss. "This also is intended
to cover the situation when the insurance commissioner under State
law does not require the reserves to be maintained following an ex-
propriation, but a subsequent court decision holds the company liable
on the contracts. In that event, the company will be required by the
insurance commissioner under State law to set up a reserve pending
appeal to a higher court. If the ultimate judicial decision holds the
company not linble under the insurance contracts, then the company
has a decrease of liability which would qualify under the bill. The
effect would be that the decrease of liability or release of reserve could
be offset against the deduction taken in an earlier year. Of course,
a foreign expropriation loss (as defined in sec. 1351(b)) does not in-
clude any interest element that may have been added or acerued with
respect to the loss after the expropriation occurred. Thus, any such
interest element is not subject to the treatment provided in new sec-
tion 1351. Kor example, 1f a life insurance company had insurance
reserves of $1,000 at the time the act of expropriation occurred and
subsequently added $30 of required interest to the reserve before
the recovery occurred, then the amount taken into account for pur-
poses of section 1361(c) is $1,000. The balance, or $30, is an item
of income for the year of recovery.

The bill divides the amount recovered into two portions: the amount
with respect to which a deduction was taken on account of the loss;
and any excess recovery of the amount over the deduction previously
taken. The amount representing the deduction previously taken is
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excluded from gross income. Tn place of including this amount in
income, a tax is computed with respect to this deduetion under g
“tax benefit” rule.

Any recovery in oxeess of the deduction previously taken is treated
as gain on the involuntary conversion of property (as provided in see,
1033).  Thus, if cash in excess of the deduction previously taken is
obtained on the recovery (or other property is obtained which is not
of n like kind to that expropriated) and there is no reinvestment of
this excess within the time specified under the present law in the case
of involuntary conversions, gain is recognized with respect to this
excess amount. However, if the property recovered is “‘similur or
related in service or use” (or in the case of real estate of a like kind)
or that expropriated or there is a reinvestment in such property to,
that extent no gain is recognized at the time of the recovery on this
portion of the amount received. Where this is true, the basis of the
yoperty is reduced to the extent of the gain which is not recognized
eenuse of treatment as an involuntary conversion.

Where both cash and similar, ete., property are received in a recov-
ery and the nmount of the recovery exceeds the deduction previously
taken, then the cash is to be first attributed to this deduction and the
similar, ete., property, to the extent approprinte, attributed to the
excess recovery over this deduction.

The tax computation under the “tax benefit rule,” referred to above,
is made by decrensing the loss in the year in which the expropriation
occurred (orany year to which it was carried) by the amount of the
recovery representing this prior deduction. A tax is then computed
on this additional income (if any) and added to the tax liability for
the year of recovery.

It should be noted that this additional tax is computed by in eflect
“restoring” the recovered amount back in the year or years in which
the deduction was taken. However, for the purposes of this addi-
tional tax, the current year's tax rates (under sec. 11) rather than
those npplicable to the earlier year are to be used, although in other
respects the Inw applicable in the earlier year or years will be applied.
T'hus, for example, the rules then applicable in the case of multiple
surtax exemptions would govern, rather than those applicable in the
year of the recovery.

For purposes of this computation of additional tex, if a series of
recoveries has oceurred, any recoveries made before the one in question
are taken into account in determining income of the prior year or
years for purposes of determining the additional tax in case of the
current recovery. This includes recoveries whether or not this pro-
vision was elected (it includes, for example, those coming under sec.
111 of the code as well ns the new sec. 1351(g)).

Adjustments are made for all credits against tax and also carry-
overs and carrybacks of losses or credits which would normally have
resulted had the income in the prior year been greater by the amount
now being added back, This gives effect, for example, to the foreign
tax credit and the investment credit. It is important to note in this
respect. that where a foreign tax credit, for example, was not fully
utilized in prior years because of a loss deduction, part of the deduc-
tion did not reduce the tax for those years, As a result a restoration
of income where there was an unused foreign tax credit (except to the
extent influenced by the foreign tax credit limitation) may not give
rise to an additional tax on the recovery under this provision,
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In making these recomputations with respect to prior years, the
principles set forth in section 1314(a), relating to the correction of
errors, are to apply. Thus, for example, there will be no recomputa-
tions of other income items or deductions with respect to such a year
because of this provision, but limitations will be changed where they
would normally have been different had the additional income been
received in the prior year. Thus, for example, the 5-percent limitation
on charitable contributions will permit a greater deduction where the
actunl contributions exceeded the amount previously deductible.

For purposes of this recomputation, taxpayers are also allowed a
new choice as to whether they desire to deduct foreign taxes or take
a foreign tax credit. Similarly, for this purpose, the tuxpa?'er may
make a new election between tie “per country’’ and “overall” limita-
tion in the case of the foreign tax credit. The new choice and election,
in the case of foreign taxes, are only for purposes of the computation
of the additional tax attributable to the recovery. For all other pur-
poses any prior election or choice made is still binding to the same
extent as if this provision were not applicable.

The tax benefit rule described above works in such a manner that
where o partial recovery of property occurs, if no tax benefit was
derived from a part of the prior deduction (e.g., where part of the
deduction represented an unused net operating loss), the recovery is
not to result in additional tax if the recovery does not exceed the part
of the deduction which gave no tax reduction. This occurs since the
loss previously taken is only reduced by the amount of the partial
recovery and therefore the recomputation still gives rise to no tax.

The bill also provides that, for purposes of this provision, if an
investment (such as a stock or bond) becomes worthless by reason
of the expropriation of the assets of the corporation which issued the
stock or bond, and thereafter there is a restoration in value of the
stock or bond because of the recovery by the corporation of its ex-
propriated property, then the value restored will be treated as a
recovery.

The tax on the recovery cannot be reduced by foreign tax credits
or investment credits available in the year of recovery.

The bill provides that the tax payable with respect to the recovery
on a foreign expropriation loss—both that coming under the tax
benefit rule attributable to the deduction previously taken and also
any gain taxed on excess recovery—may under certain conditions be
paid in 10 equal annual installments bearing interest at 4 percent. As
is generally true in the case of installment payments of taxes, if any
installment is not paid on time, all of the remaining installments then
become due.

The bill sets forth rules to permit the taxpayer to pay the tax at-
tributable to the recovery of foreign expropriation losses over the
10-year period where a hardship situation is likely to exist. Thus,
the taxpayer has this option wﬁere the money received is less than
25 percent of the recovery and is not larger than the tax attributable
to the recovery, In addition, even though the cash payments exceed
the 25-percent limit or the tax on the recovery, the Secretary of the
Treasury may nevertheless permit the tax to be paid in up to 10 equal
annual installments if he finds that the payment of the tax at the time
of the recovery would result in undue hardship.
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The bill provides that where the taxpayer has elected to pay the
tax in 10 equal annual installments and property received on {le
recovery is sold for cash (or exchanged for other property sold for
cash) the taxpayers’ right to spread the tax payments over 10 yean
is modified. Tn such an event, to the extent the cash received ey-
ceeds the 25-percent limit or tax on the recovery if smaller, the re
maining tax payments are to become due at the time of the due date
for the next tax return. Money received in such a case is always
attributed first to the payments with the shortest maturity. Money
for purposes of this provision includes the dollar value of foreign
currencies,

-This provision applies to recoveries on or after January 1, 1965,
with respect to foreign expropriation losses sustained after December
31, 1958,

Restoration of value (ij securities after expropriation loss.—Tye new
provision (sec. 80) added by the House passed bill applies only to
restoration in the value of securities (as defined in sec. 165(g)(2)).
Without this provision there is no assurance that this restoration of
value—~for which a loss deduction was previously taken-—will result in
the imposition of any tax, If a stock or bond became worthless by
reason of the expropriation after 1958 by a foreign government of the
assets of the corporation which issued the stock or bond, and a dedue-
tion for the loss was allowed, and the value of the stock is restored in
full or in part during any taxable year heginning after 1965 by reason
of the recovery by the corporation of money or other property, under
this provision the value restored will be included in gross income sub-
ject to two limitations,  First, the amount included in gross income
15 not to exceed the amount of the original loss (the adjusted basis of
the stock at the time it became worthless). Sceond, the amount
includible in gross income is to be reduced by the amount, if any, by
which the loss did not result in a tax benefit.

The following exnmple will illustrate the application of the new
provision.  The taxpayer owns stock in a corporation having an ad-
justed basis of $10,000 and a fair market value of $30,000 at the time
Cuba seized all the assets of the corporation.  As a result of the
exproprintion the stock beeame worthless and the taxpayer deducted
the $10,000 as a capital loss which was utilized in full against eapital
gains,  In 1970 the Cuban Government returns property to the cor-
poration with the result that there is a restoration in the value of the
taxpayer’s stock to $15,000. The first limitation referred to above
requires the inclusion in 1970 in gross income of only $10,000 of the
$15,000 restoration in value since the original loss was only $10,000.
The second limitation referred to above would not apply since elim-
inating the original capital loss would have produced a tax on $10,000
of capital gains.

In the above example, if only $6,000 of the $10,000 capital loss
had been utilized against capital gains, then the second linitation
would apply so that the $10,000 restoration in value would be reduced
by the $4,000 of the capital loss not utilized. 1f the restoration in
“value had been to $3,000 instead of $15,000, then the second limitation
would apply so that the $3,000 would be reduced to zero since $4,000
of the original loss did not result in a tax benefit.

The amount included in gross income under this provision will be
ordinary income unless the !i‘oss resulting from the expropriation was
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taken into account as a loss from the sale 'or exchange of a capital
asset.  In the latter case the restored value taken into gross income
will be treated as a long-term capital gain.

This provision will not apply to a restoration in value if the tax-
payer elects the application of section 1351 to the recovery or to any

ror recovery with respect to the original loss, Section 1351 has
its own rules with respect to restoration of value in case of expropria-
tion losses.

The new provision applies to domestic corporations which are sub-
ject to the regular corporate tax (imposed by sec. 11) and to domestic
ife insurance companies (subject to the tax imposed by sec. 802).
Thus, the new section will not apply to individnal‘s, estates, or trusts,
If a corporation is subject to the regular corporate tax, or the tax im-
posed on life insurance companies, it would not lose that status because
its tax for the year is computed under the alternative tax in case of
capital gains,

The new provision applies to restoration in value occurring in tax-
able years beginning after December 31, 1965, with respect to the
specified types of exproprintion lesses sustuined after December 31,
1958.

V. TWO-MONTH EXTENSION OF INITIAL ENROLLMENT
PERIOD FOR SUPPLEMENTARY MEDICAL INSURANCE
“BENEFITS FOR THE AGED

I'he committee amendment extends through May 31, 1966, the
initial enrvollment period for coverage under the program of sup-
plementary medicu} insurance benefits for the nge({ provided under
part. B of title XVILI. Under existing law the initial enrollment
period terminated on March 31, 1966.

Coverage under the basic hospital insurance portion of medicare---
part. A—is automatic and does not require that any premium pay-
ments be made by the eligible individual.  In contrast to this, part B
requires that the older person complete an application for supple-
mentary medical insurance coverage which will cost him $3 monthly.

The medicave program is complex. Intelligent decision on election
of part B coverage requires that older people possess full information
not only on part B but also on the interrelationship between that plan
and any private health insurance policies they might have. Many
private health insurance companies—including Blue Cross and Blue
Shield plans—have only recently begun to announce the extent to
which Lsxey will modify their policies so as to supplement or comple-
ment medicare benefits. For many of our older citizens these
announcements have come too late to permit sufficient time for
thoughtful decision as to whether they should enroll in part B.
Undoubtedly, many of those who have not enrolled due to insufficient
and late information would elect participation during the extended
enrollment period provided by this amendment.

Many ()l(fer people are employed and are provided health insurance
through their place of empll()yment,. The advent of medicare has
required modification of many of these health insurance contracts—
modification which, in instances, may still not have been made.
Uncertainty here, too, has led to delay in the enrollinent in part B
of otherwise eligible people.

8. Rept. 1091, 89-2——-2
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Under present law, covernge under part B becomes effectivo us of
July 1, 1966, 'The extension of time for enrollment in part B will not
interfere with that timetable.

The committes is concerned that every eligible older person be
given adequate opportunity to participate in the part B segment
of medicare,  Based upon the rensons ontlined above, as well as other
valid considerntions, it was agreed that the initinl enrollment period
for part B should be extended through May 31, 1966,

CHANGES IN EXISTING LAW

In complinnee with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italie, existing
Inw in which no change is proposed is shown in roman):

INTERNAL REVENUE CODE OF 1954
CHAPTER 1 NORMAL TAXES AND SURTAXES

» * * . * * *

Subchapter A Determination of Tax Liability

* » . * * . *
PART IV CREDITS AGAINST TAX
. . » * » . "

Subpart B Rules for Computing Credit for Investment in Certain
Depreciable Property

See. 46, Amount of eredit.
See. 47, Certain dispositions, ete., of seetion 38 property.
See. 48,0 Definitions; specind rules.

SECX 46, AMOUNT OF CREDIT.
(n) DETERMINATION OF AMOUNT., —

(1) General rune-—The amount of the credit allowed by
section 38 for the taxable year shall be equal to 7 percent of the
qualified investment (as defined in subsection (c)).

(2) LaMITATION BASED ON AMOUNT oF TAX.—Notwithstanding
paragraph (1), the credit allowed by section 38 for the taxable
year shall not exceed—

(A) so much of the liability for tax for the taxable year as
does not exceed $25,000, plus

(B) 25 percent of so much of the liability for tax for the
taxable year as exceeds $25,000.

(3) Laasiary ror Tax.——For purposes of paragraph (2), the
linbility for tax for the taxable year shall be tile tax imposed by
this chapter for such year, reduced by the sum of the credits
allowable under—

(A) section 33 (relating to foreign tax credit),
(IB) seetion 35 (relating to partially tax-exempt interest),
g
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(C) section 37 (relating to retirement income).
For purposes of this paragraph, any tax imposed for the taxable
year by section 531 (relating to accumulated earnings tax) or by
section_541 (relating to personal holding company tax), and any
additional tax tmposed for the tarable year by section 1361(d)(1)
(relating to recoveries of foreign expropriation losses),-shall not be
considered tax-imposed by this chapter for such year.
* * * * * * *

Subchapter B---Computation of Taxable Income

. * * * * . »

PAKT I1I---ITEMS SPECIFICALLY INCLUDED IN
GROSS INCOME

See. 710 Alimony and separate maintenance payments,

See. 72, Annuities; eertain proceeds of endowment and life insurance
contracts.

Scee. 73, Services of child,

See. 74, Prizes and-awards,

See. 76, Declares in tax-exempt sceurities,

See. 76, Mortgages made or obligations issued by joint-stock Luul
banks.

See. 77, Commodity credit loans.

See. 78, Dividends received from certain foreign corporations by
domestic corporations choosing foreign tax eredit.,

See. 79,0 Group-term life insurance purchased for employees,

Sec. 80. Restoration of value of cerlain securities.

. . . * * * *

SEC. 80. RESTORATION OF VALUE OF CERTAIN SECURITIES.

(t) GENERAL RULE.~In the case of a domestic corporation subject
to the tax imposed by section 11 or 802, if the value of any security (us
defined in section 165(g)(2))—

(1) which became worthless by reason of the expropriation, inter-
vention, seizure, or similar taking by the government of any foreign
country, any political subdivision thereof, or any ageney or tnstru-
mentabity of the foregoing of property to which such security was
related, and

(2) which was taken nlo account as a loss from the sale or
exchange of a capital asset or with respect to which a deduction for @
loss was allowed under section 166,

w restored in whole or in part during any taxable year by reason (/)[ any
recovery of money or other property in respect of the property to which such™
security was related, the value so restored (to the extent that, when added to
the value so restored during prior tuxable years, it does not exceed the
amount of the loss described in paragraph (2)) shall, except as provided in
subsection (b), be included in gross income for the taxable year in which
such restoration occurs. '

(b) Reouverion ror FaiLure To Reckive Tax Brnerir.—The
amount otherwise includible in gross tncome under subsection (a) in
respect of any security shall be reduced by an amount equal to the amount
(if any) of the loss described in subsection (a)(2) which did not result
@ reduction of the taxpayers tar under this subtitle for any taxable
%e;u', determined under regulations prescribed by the Secretary or his
uelegate.
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(¢) Cuaracrrr or INcosr.---For purposes of this subtitle-—

(1) Ercept as provided in paragraph (2), the amount included in
gross income under this section shall be treated as gain from the
sale or exchange of property which is ncither a capital asset nor

property deseribed in section 1231.

(2 1/ f the loss described in subsection (a)(2) was taken into
acconnt as a loss from the sale or exchange of a capital assel, the
amount included in gross income under this section shall be treated
as long-term capital gain.

(d) TrREATMENT UNDER ForkiaNx Ilxprorriarion Loss REcovEry

Provision ——This section shall not apply to any recovery of a foreign
expropriation loss to which section 13561 applies.

* *x * * * * *

Subchapter N-—Tax Based on Income From Sources Within
or Without the United States

* * * * * * *
PART Il INCOME FROM SOURCES WITHOUT THE UNITED
STATES
* * * * ) * * *

Subpart A -Foreign Tax Credit

See. 901, Taxes of foreign countrics snd of possessions of United
States,

See. 902, Credit for corporate stockholder in foreign corporation.

See. 903, Credit for taxes in licu of income, cte., taxes,

See. 904, Limitation on credit. -

See. 905, Applicable rules.

SEC. 901, TAXES OF FOREIGN COUNTRIES AND OF POSSESSIONS OF
UNITED STATES.

() Anrowanck or Creprr.—If the taxpayer chooses to have the
henefits of this subpart, the tax imposed by this chapter shall, subject
to the applieable limitation of section 904, be credited with the
amonnts provided in the applicable paragraph of subsection (b) plus,
in the ease of a corporation, the taxes deemed to have been paid under
seetions 902 and 960.  Such choice for any taxable year may be
made or changed at any time before the expiration of the period
wreseribed for making a claim for eredit or refund of the tax imposed
Ly this chapter for such taxable year. The credit shall not be allowed
against the tax imposed by section 531 (relating to the tax on accumu-
lated earnings), against the additional tax imposed for the taxable year
under section 1333 (relating to war loss recoveries) or under section
1351 (relating to recoveries of foreign expropriation losses), or against
the personal }Imlding company tax imposed by section 541.

* * * * * * *
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Subchapter Q---Readjustment of Tax Between Years and
Special Limitations

Part 1. Income averaging.
Part I1. Mitigation of effect of limitations and other provisions.
Part 1IL. Iuvoluntary liquidation and replacement of LIFO inven-
torics.
Part. TV. War loss recoveries.
Part V. Claim of right.
Part VI. Other limitations. 3
Part VII. Recoveries of foreiyn exproprialion losses.
" * * » & » *®

PART VII—RECOVERIES OF FOREIGN EXPROPRIATION
LOSSES

Sec. 1361. Treatment of recoveries of foreign exproprialion losses.

SEC. 1351. TREATMENT OF RECOVERIES OF FOREIGN EXPROPRIA-
TION LOSSES.

(@) ELEcTioN — -

(1) In aeNERAL.—This section shall apply only to a recovery, by
@ domestic corporation subject to the tax imposed by section 11 of
802, of a forewgn expropriation loss sustained by such corporation
and only if such corporation was subject to the tax imposed by section
11 or 802, as the case may be, for the year of the loss and elects to
have the provisions of this section apply with respect to such loss.

(2) TiME, MANNER, AND ScoPrE.—An election under paragraph
(1) shall be made at such tvme and in such manner as the Secretary
or his delegate may prescribe by regulations. An election made
with respect to any foreign expropriation loss shall apply to all
recoveries in respect of such loss.

() Derinirron oF Korrien KExprorrration Loss.—For purposes
of this section, the term ‘‘foreign expropriation loss’ means any loss
sustained by reason of the expropriation, intervention, seizure, or similar
laking of property by the government of any foreign country, any political
subdivision thereof, or any agency or instrumentality of the foregoing.
For purposes of the preceding sentence, a debt which becomes worthless
shall, to the extent of any deduction allowed under section 166(a), be
treated as a loss.

(¢) Amount oF RECOVERY.—

(1) GeneraL RULE.—The amount of any recovery of a foreign
expropriation loss is the amount of money and the fair market value
of other property received in respect of such loss, determined as of the
date of recewpt.

(2) SPrcrAL RULE FOR LIFE INSURANCE COMPANIES.—The
amount of any recovery of « foreign expropriation loss includes, in
the case of a life vnsurance company, the amount of decrease of an
item taken into account under section 810(c), to the extent suc
decrease s attributable to the release, by reason of such loss, of its
liabilities with respect to such item.

() ApsusrmenTs rorR PRrIOR Tax BENEFITS ~—

(1) In aeNerAL.—That part of the amount of a recovery of a
Joreign expropriation loss te which this section applies which, when
added to the aggregate of the amounts of previous recoveries with
respect to such loss, does not exceed the allowable deductions in prior
taxable years on account of such loss shall be excluded from gross
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wneome for the taxable year of the recovery for purposes of computing
the tar wunder this subtitle; but there shall be added to, and assessel
and collected as a part of, the taxc under this subtitle for such taable
year an amount equal to the total increase in the taz wnder this
subtatle for all tarable years which would result by decreasing, i
an amount equal to such part of the recovery so excluded, the dedvctions
allowable in the prior tarable years on account of such loss. For
purposes of this paragraph, if the loss to which the recovery relates
was taken duto_account as a loss from the sale or exchange of o
capital asset, the amount of the loss shall be treated as an allowabl
deduction even though there were no gains against which to allow
such loss.

(2) Comrurarion.—The increase in the tax for each tazable year
referred to in paragraph (1) shall be computed in accordance with
requlations prescribed by the Secretary or his delegate. Such requ-
lations shall give e;;‘/ect to previous recoveries of any kina (vncludng
recoveries described in section 111, relating to recovery of bad debs,
ete.) with respect to any prior taxable year, but shall otherunse
treat the tax previously determined for any taxable year in accord-
ance with the principles set forth in section 131/(a) (relating to
correction of errors). Subject to the provisions of paragraph (3),
all credits allowable against the tax for any taxable yeer, and all
carryovers and carrybacks affected by so decreasing the allowable
deductions, shall be taken into account in computing the increase
in the ta.

(8) Forricy raxes.——For purposes of this subsection—

(A) any choice made under subpart A of part 111 of sub-
chapter N (relating to foreign tax credit) for any taxable year
may be changed,

(B) subject to the provisions of section 90/(b), an election
to have the lumitation provided by section 904(a)(2) apply may
be made, and

() notwithstanding section 904(b) (1), an election previously
made to have the Limitation provided by section 90/4(a)(2)
apply may be revoked with respeet to any tarable year and
siteeeding taxable years.,

(4) SuBSTITUTION OF CURRENT NORMAL TAX AND SURTAX
RATES.—For purposes of this subsection, the normal tax rate provided
by section 11 / b) and the surtax rate provided by section 11(e) which
are i effect for the taxable year of the recovery shall be treated as
having been an effect for all prior taxable years.

() Gaixn oN Rrcovery.—That part of the amount of @ recovery of
a forexgn expropriation loss to which this section applies which s not
excluded from gross income under subsection (d)(1) shall be consideral
for the taxzable year of the recovery as gain on the innobuntary conversion
of property as a result of its destruction or seizure and shall be recognized
or not recognized as provided in section 1033.

(f) Basis or Recoverep Prorerty.—The basis of property (other
than money) received as a recovery of a foretgn expropriation loss to which
this section applies shall be an amount equal to its farr market valie on the
date of receipt, reduced by such part of the gain under subsection (e) which
Is not recognized as provided in section 1033.



MEDICARE SUPPLEMENTARY INSURANCE APPLICATIONS 15

() REsroraTioN OF VALUE oF INVESTMENTS.—For purposes of this
seehon, if the value of any interest wn, or with respect to, property (includ-
ing uny interest represented by a security, as deﬁ'ne(; . seclron 166
(1(2))— ) C
(1) which became worthless by reason of the expropriation, inter-

vention, seizure, or similar taking of such property by the government
of any forexgn country, any political subdwision thereof, or any
agency or instrumentality of the foregoing, and .

(2) which was taken into account as a loss from the sale or ex-
change of a capital asset or with respect to which a deduction for a
loss was allowed under section 166 or a deduction for a bad debt wus
allowed wnder section 166,

is restored in whole or in, part by reason (;)f any recovery of money or other
property in respect of the property which became worthless, the value so re-
stored shall be treated as property received as a recovery in respect of such
loss or suck bad debt. :

(h) Srrcran RuLk vor IviDENCES oF INDEBTEDNESS.—Bonds or
ather evidences of indebtedness recerved as a recovery of a foreign expro-
priation loss to which this section applies shall not be considered to have
any ortginal issue discount within the meaning of section 1232(a)(2).

(1) ApsusTMENTS FOR SucckrpiNg YEArS.—For purposes of this
subtitle, proper adjustment shall be made, under regulations prescribed
by the Secretary or his delegate, in—

(1) the credit under section 33 (relating to foreign tax credit),

(2) the credit under section 38 (relating to tnvestment credsit),

(3) the net operating loss deduction under section 172, or the
operations loss deduction under section 812,

(4) the capital loss carryover under section 1212(a), and

(5) such other items as may be specified by such regulation. .,

for the taxable year of a recovery of a foreign expropriation, loss to which
this section applies, and for succeeding taxable years, to take into uccount
items changed in making the computations under subsection (d) for tax-
able years prior to the taxadle year of such recovery.

* * * * * * *
CHAPTER 62—TIME AND PLACE FOR PAYING TAX
* * * x * * »

Subchapter B-—Extensions of Time for Payment

See. 6161, Bxtension of time for paying tux.

See. 6162. Kxtension of time for payment of tax on gain attributable
to liquidation of personal holding companies.

Sce. 6163, Iixtension of time for payment of estate tax on value of
reversionary or remainder interest in property.

See. 6164, IKxtension of time for payment of taxes by corporations
expecting carrybacks.

Sec. 6165. Bonds where time to pay tax or deficieney has been
extended.

See. 6166, Extension of time for payment of estate tax where
estate consists largely of interest in closely held
business.

Sec. 6167, FHxtension- of time for payment of lax altribulable to re-
covery of foreign cxpropriation losses.

L ® L] * L J L J .
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SKEC, 6167. EXTENSION OF TIME FOR PAYMENT OF TAX ATTRIBUT.
ABLE TO RECOVERY OF FOREIGN EXPROPRIATION
LOSSES,

(@) I'xrexsioy Anvowrn sy [dneerion.- [f -

(1) « corporation has a recovery of a forcign expropriation loss
to whick section 1351 applies, and

(2) the portion of the recovery received in money is less than 25
pereent of the amount of suel recovery (as defined in section 18451 (c))
and s not greater than the tar attributable to such recovery,

the tar attributable to such recovery shall, at the election of the taxpayer,
be payable in 10 equal installments on the 15th day of the third month of
cach of the tarable years following the tarable year of the recovery. Such
election shall be made at such time and in suel manner as the Seeretary
or his delegate may preseribe by regulations.  If an election 1s made
under this subsection, the provisions of this subtitle shall apply as though
the Secretary or his delegate were extending the time for payment of such
tar.

(b)y I'xrexsioy Prrsirren sy Secrerary.- If « corporation has
a recovery of a foretgn cepropriation loss to which section 1351 applies
and 1f an election is not Ill(l(/(’ under subsection (a), the Secretary or his
delegate may, wpon finding that the payment of the tar attributable to such
recovery al the time otherwise provided in this subtitle would result in
wndue hardship, ertend the time for payment of such tasx for a reasonable
period or periods not in cxcess of 9 years from the date on which sueh tas
is otherwise payable.

() Accrrrerarion or Pavsesrs.--1If -

(1) an election is made under subseetion (a),

(2) during any tarable year before the tar attributable to such
recovery ts patd in full--

(A) any property (other than money) received on  such
recovery s sold or cechanged, or

(I3) any property (other than money) received on any sale or
crchange desertbed in subparagraph (A) s sold or erchanged,
and .

(3) the awmount of money received on sueh sale or exchange (reduced
by the amonnt of the tax imposed wunder chapter 1 with respeet to such
sale or exchange), when added to the amount of money-—

() recewwed on such recovery, and
(I3) recetved on previous sales or exchanges deseribed in sub-
paragraphs (A) and (B) of paragraph (2) (as so reduced),
exceeds the amonwnt of money which may be received under subscetion
(a)(2). «
an amount of the tax attributable to such recovery equal to such excess
shall be payable on the 15th day of the third month of the tazable year
Sollowing the tarable year in which such sale or exchange occurs. The
amount of suech tar so paid shall be treated, for purposes of this section,
as @ payment of the first unpaid installment or installments (or portion
thereof) which -become payable under subsection. (a) following such
tarable year,

(d) Prorarioxn or Deviciescy o INSTALLMENTS.-—1f an election s
made under subseetion (a), and a deficiency attributable to the recovery of
a foretgn erpropriation loss has been assessed, the deficiency shall be
prorated to such installments.  The part of the deficiency so prorated to
any installment the duate for payment of which has not arrived shall be
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collected at the same time as, and as part of, such installment. The part
of the deficiency so prorated to any installment the date for payment of
which has arrived shall be paid upon notice and demand from the Secre-
rary or his delegate. This subsection shall not apply if the deficiency 1s
due to negligence, to intentional disregard of rules and regulations, or to
fraud wit% wntent to evade tax.

(e) TiME vor PAaYyMENT oF INTEREST. —If the time for payment for
any amount of tax has been extended under this section, interest payable
under section 6601 on any unpaid portion of such amount shall be paid
annually at the same time as, and as part of, each installment payment of
the tax. Interest, on that part of a deficiency prorated under this section
to any installment the date for payment of which has not arrived, for the
period before the date fixed for the last installment preceding the assess-
ment of the deficiency, shall be paid wpon notice and demand from he
Secretary of his delegate. In applying sec ton 6601(3) (relating to the
application of the j-percent rate of intcrest in the case of recoveries of
foreign expropriation losses to which this section applies) in the case of «
deficiency, the entire amount which vs prorated to installments under this
seciton shall be treated as an amount of tax the payment of which s
crtended wunder this section.

(f) Tax ArrrIBuTABLE 10 RECOVERY OF FOREIGN I'XPROPRIATION
Loss.——For purposes of this section, the tax attributable to a recovery of
a foreign expropriation loss is the sum of—

(1) the additional tax imposed by section 1351(d)(1) on such
recovery, and

(2) the amount by which the vax imposed under subtitle A s
wmncereased by reason of the gain on such recovery which under section
1361(e) 1s considered as gain on the involuntary conversion of
property.

(9) Farure To Pay INstariment.—If any installment under this
sectron ts not paid on or before the date fixed jor its payment by this
section. (including any extension of time for the pawment of such in-
stallment), the unpaid portion of the tax payable in installments shall be
pard upon notice and (I,} emand from the Secretary or his delegate.

(h) Cross-REFERENCES,—

(1) Interest.—For provisions requiring the payiiient of interest
at the rate of 4 percen! per annum for the period of an extension,
see section 666GI1(j). _

(2) Security.—For authority of the Secretary or his delegate
to require security in the case of an extension under this section,
see section 61685.

(3) Period of limitation.—For extension of the period of limita-
tion in the case of an extension under this section, see section

6503(1).
* * * * * * *
CHAPTER 66—LIMITATIONS
* * * * * * *

Subchapter A—Limitations on Assessment and Collection

* x * * * * *
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SEC., 6503. SUUSPENSION OF RUNNING OF PERIOD OF LIMITATION,

(n) Issvaxce or Starvrory Norick or DEFICIENCY -

(1) GeNeEran runk-—The running of the period of limitations
provided in section 6501 or 6502 on the making of assessments or
the colleetion by levy or a proceeding in court, in respect of any
deficiency as defined in section 6211 (relating to income, estate,
and gift taxes), shall (after the mailing of a notice under section
6212(a)) be suspended for the period during which the Secretary
or his delegute 1s prohibited from making the nssessment or from
collecting by levy or a proceeding in court (and in any event, if u
proceeding i respect of the deficiency is placed on the docket of
the Tax Court, until the decision of the Tax Court becomes
final), and for 60 days thereafier.

(2) CORPORATION JOINING IN CONSOLIDATED INCOME TAX
RETURN.—-If & notice under section 6212(a) in respect of a de-
ficiency in tax imposed by subtitle A for any taxable year is
mailed to a corporation, the suspension of the running of the
period of limitations provided in paragraph (1) of this subsection
shall apply in the case of corporations with which such corpora-
tion made a consolidated income tax return for such taxable year.

(b) Asskers or Taxpaver 1N CoNnrtrol ok CusTopy oF COURT.—
The period of limitations on collection after assessment prescribed in
section 6502 shall be suspended for the period the assets of the tax-
payer (other than the estate of a decedent or of an incompetent)
are in the control or custody of the court in any proceeding before
any court of the United States or of any State or Territory or of the
Distriet of Clolumbia, and for 6 months thereafter.

(¢) Locarion or Prorerry QursipE tHE UNITED STATES OR
REmovatn or Prorverry From taE Unitep Srares.—In case collection
is hindered or delayed because property of the taxpayer is situated
or held outside the United States or 1s removed from the United
States, the period of limitations on collection after assessment pre-
scribed in section 6502 shall be suspended for the period collection is
so hindered or delayed. The total suspension of time under this
subsection shall not 1n the aggregate exceed 6 years.

(d) Exrexsions or TiMe ror Payment oF Estate Tax.—The
running of the period of limitations for collection of any tax imposed
by chapter 11 shall be suspended for the period of any extension of
time for payment granted under the provisions of section 6161 (a)(2)
or (b)(2) or under the provisions of section 6166.

(e) CerTaiN Powgrs or AppoiNnTMENT.—The running of the period
of limitations for assessment or collection of any tax imposed by
chapter 11 shall be suspended in respect of the estate of a decedent
cliiming a deduction under section 2055(b)(2) until 30 days after
the expiration of the period for assessment or collection of the tax
imposad by chapter 11 on the estate of the surviving spouse.

(f) Iixrensioxns or TisE vor PayMeNT oF TAx ATTRIBUTABLE TO
RecovERrIks oF ForEION FxPrOPRIATION Losses.—The running of the
period of imitations for collection of the taz attributable to a recovery oh/' a
Joreign exzpropriation loss (within the meaning of section 6167(f)) shall
be suspended for the period of any extension of time for payment under
subsection (a) or (b) of section 6167, '
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L)Xy Cross REFERENCES.—

For suspension in case of—
(1) Deficiency dividends of a personal holding company, see
section 547(f).
(2) Bankruptcy and receiverships, see subchapter B of chapter 70,
(3) Claims against transferees and flduciaries, see chapter 71.

* * * * * * *
CHAPTER 67—INTEREST

SuscHaPTER A, Interest on underpayments.
SuBcuarrer B, Interest on overpayments,

Subchapter A-—Interest on Underpayments

See. 6601, Interest on underpayment, nonpayment, or extensions of
time for payment, of tax.
See. 6602, Intcrest on erroncous refund recoverable by suit.

SEC. 6601, INTEREST ON UNDERPAYMENT, NONPAYMENT, OR
EXTENSIONS OF TIME FOR PAYMENT, OF TAX.

() GexeErAL RuLe.—If any amount of tax imposed by this title
(whether required to be shown on a return, or to be paid by stamp
or by some other method) is not paid on or before the last date
prescribed for payment, interest on such amount at the rate of 6
pereént per annum shall be paid for the period from such last date to
the date paid.

(b) Exrexstons oF TiME For PaymeNT OF EstaTe Tax.—If the
time for payment of an amount of tax imposed by chapter 11 is
extended as provided in section 6161(a)(2) or 6166, or if the time for
payment of an amount of such tax is postponed or extended as pro-
vided by section 6163, interest shall be paid at the rate of 4 percent,
in lieu of 6 percent as provided in subsection (a).

(¢) Last DaTE PrEscriBED FOR PAyMENT.—For purposes of this
section, the last date prescribed for payment of t{xe tax shall be
deltermined under chapter 62 with the application of the following
rules:

(1) ExTrensioNs OF TiME DISREGARDED.—The last date pre-
scribed for fpnyment shall be determined without regard to any
extension of tine for payment. ]

(2) INSTALLMENT PAYMENTS.—In the case of an election under
section 6152(a) or 6156(a) to pay the tax in installments—

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b) or 6156(b), as the case may be, and

(B) The last date prescribed for payment of the first
installment shall be deemed the last date prescribed for
payment of any portion of the tax not shown on the return.

(3) JeorarpY.—The last date prescribed for payment shall be
determined without regard to any notice and demand for pay-
ment issued, by reason of jeopardy (as provided in chapter 70),
prior to the last date otherwise prescribed for such payment.

(4) LLAST DATE FOR PAYMENT NOT OTHERWISE PRESCRIBED.—In
the case of taxes payable by stamp and in all other cases in which
the last date for payment is not otherwise prescribed, the last
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date for payment shall be deemed to be the date the liability
for tax artses (nnd in no event shall be Inter thun the date notice
and demand for the tax is made by the Secretary or his delegate),
(d) Suspexsion oF INTEREST IN CERTAIN INCcOME, EstaTE, AND
Grrr Tax Cases——In the case of a deficiency as defined in section
6211 (relnting to income, estate, and gift taxes), if a waiver of restric-
tions under secetion 6213(d) on the assessment of such deficiency has
been filed, und if notice and demand by the Secretary or his delegate
for payment of such deficiency is not made within 30 days after the
filing of such waiver, interest shall not be imposed on such deficiency
for the period beginning immediately after such 30th day and ending
with the date of notice and demand.
(e) Income Tax Rebucknp By (CARRYBACK OR ADJUSTMENT FOR
CerraiNy Uxusen DEbucTioNs.—

(1) NET OPERATING LOSS CARRYBACK.—I{ the amount of any
tax imposed by subtitle A is reduced by reason of a carryback of
a net operating loss, such reduction in tax shall not affect the
computation of interest under this section for the period ending
with the last day of the te.xable year in which the net operating
loss arises.

(2) InvesTMENT CREDIT CARRYBACK.—If the credit allowed
by section 38 for any taxable year is increased by reason of an
investment credit earryback, such increase shall not affect the
computation of interest under this section for the period ending
with the lust day of the taxable year in which the investment
credit earryback arises.

(3) ADJIUSTMENT FOR CERTAIN UNUSED DEDUCTIONS OF LIFE
INSURANCE compaNIEs.—-If the amount of any tax imposed by
subtitle A is reduced by operation of section 815(d)(5) (relating
to reduction of policyholders surplus account of life insurance
companies for certain unused deductions), such reduction in tax
slmlf not affect the computation of interest under this section
for the period ending with the lust day of the last taxable year to
which the loss described in section 815(d)(5) (A) is carried under
section 812(b)(2).

(f) ArrrnicaBLe Runes.—Except as otherwise provided in this
title---

(1) INTEREST TREATED As TAX.—Interest prescribed under
this section on any tax shall be paid upon notice and demand,
and shall be assessed, collected, and paid in the same manner
ns taxes. Any reference in this title (except subchapter B of
chapter 63, reluting to deficiency procedures) to any tax imposed
by this title shall Le deemed also {o refer to interest imposed by
this section on such tax.

(2) No INTEREST ON INTEREST.—No interest under this section
shall be imposed on the interest provided by this section.

(3) INTEREST ON PENALTIES, ADDITIONAL AMOUNTS, OR ADDI-
TIONS TO THE TAX.—Interest shall be imposed under subsection
(n) in respect of any assessable penalty, additional amount, or
addition to the tax only if such assessable penalty, additional
amount, or addition to the tax is not paid within 10 days from
the date of notice and demand therefor, and in such case interest
shall be imposed only for the period from the date of the notice
and demand to the date of payment.
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(4) PAYMENTS MADE WITHIN 10 DAYS AFTER NOTICE AND
pEMAND.—If notice and demand is made for payment of any
amount, and if such amount is paid within 10 (yuys after the
date of such notice and demand, interest under this section on
the amount so paid shall not be imposed for the period after the
date of such notice and demand.

(2) SamisractioN By CrepiTs.—If any portion of a tax is satisfied
by credit of an overpayment, then no interest shall be imposed under
this section on the portion of the tax so satisfied for any period during
which, if the credit had not been made, interest would have been
allowable with respect to such overpayment.

(h) LivitaTion oN AssESSMENT AND CoLLecTioNn.—Interest pre-
“seribed under this section on any tax may be assessed and collected
at any time during the period within which the tax to which such
interest relates may be collected.

(1) ExceprioNn as To EstimaTEp Tax.—This section shall not
apply to any failure to pay estimated tax required by section 6153
(or section 59 of the Internal Revenue Code of 1939) or section 6154.

(7)) Exrexsions oF TiywE ForR PayMent oF T'4Ax ATTRIBUTABLE TO
Recoveries or Foreian IKxproprrarioy Losses.—If the time for
payment of an amount of the tax attributable to a recovery of a foreign
exrpropriation loss (withan the meaning of section 6167(f)) is extended
as provided in subsection (a) or (b) of section 6167, interest shall be
paid at the rate of 4 percent, in liew of 6 percent as provided in subsection
(a).
L)} (k). No INTEREST ON (*ERTAIN ADJUSTMENTS,—

For provisions prohibiting interest on certain adjustments in

tax, sce section 62056(n).

% * » * * . .
SOCIAL SECURITY ACT
* » * » . . .
TITLE XVIII--HEALTH INSURANCE FOR THE AGED
* * . * * * .

PART B-—SUPPLEMENTARY MEDICAL INSURANCE
BENEFITS FOR THE AGED

* » % L L * ]
Enroliment Periods

Skc. 1837, (1) An individual may enroll in the insurance program
established by this part only in such manner and form as may be
prescribed by regulations, and only during an enrollment period
prescribed in or under this section,

(b) (1) No individual may enroll for the first time under this part
more than 3 years after the close of the first enrollment period during
which he could have enrolled under this part.
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(2) An individual whose enrollment under this part has terminated
may not enroll for the second time under this part unless he does so
in a general enrollment period (as provided in subsection (e)) which
begins within 3 years after the effective date of such termination, N
individual may enroll under this part more than twice.

(¢) In the case of individuals who first satisfy paragraphs (1)
and (2) of section 1836 before F.Iummry] Mareh 1, 1966, the initial
general enrollment period shall begin on the first day of the second
month which begins after the date of enactment of this title and shull
end on [M nrchi May 31, 1966.  For purposes of this subsection and
subsection (d), an individual who satisfies paragraph (2) of section
1836 solely by reason of subparagraph (B) thereof shall be treated as
satisflying such paragraph (2) on the first day on which he is (or on
filing application would be) entitled to hospital insurance benefits
under part A.

() !ln the case of an individual who first satisfies paragraphs (1)
and (2) of section 1836 on or after [January} March 1, 1966, his
initinl enrollment. period shall begin on the first day of the third
month before the month in which he first satisfies such paragraphs
and shall end seven months later.

(e) There shall be a general enrollment period, after the period
described in subsection (¢), during the period beginning on October
1 and ending on December 31 of each odd-numbered year beginning
with 1967.

SOCIAL SECURITY AMENDMENTS OF 1965
?"\E(‘:. 102. **# * i * * * *
(h) H—

(1) an individual was eligible to enroll under section 1837(c)
of the Social Security Act before [April} June 1, 1966, but failed
to enroll before such date, and

(2) it is shown to the satisfaction of the Secretary of Health,
Education, and Welfare that there was good cause for such failure
to enroll before [April] June 1, 1966,

such individual may enroll pursuant to this subsection at any time
before October 1, 1966. The determination of what constitutes good
cause for purposes of the preceding sentence shall be made in accord-
ance with regulations of the Secretary. In the case of any individual
who enrolls pursuant to this subsection, the coverage period (within
the meaning of section 1838 of the Social Security Act) shall begin on
the first day of the 6th month after the month in which he so enrolls.
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