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AMENDMENTS TO THE INTERNAL REVENUE CODE

FEBRUARY 27 (legislative day, FEBRUARY 13), 1941.-Ordered to be printed

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

REPORT
[To accompany H. J. Res. 601

The Committee on Finance, to whom was referred the joint resolu-
tion (H. J. Res. 60) to amend the Internal Revenue Code, having
had the same under consideration, report favorably thereon without
amendment and recommend that the joint resolution do pass.
The provisions of the joint resolution are fully explained in the

report of the Committee on Ways and Means, which is appended to,
and made a part of, this report.

H. Rept. No. 54, 77th Cong., Ist ss.)

The Committee on Ways and Means, to whom was referred the
joint resolution (H. J. Res. 60) to amend the Internal Revenue Code,
having had the same under consideration, report favorably thereon
without amendment and recommend that the joint resolution do pass.

GENERAL STATEMENT

The amendments proposed are intended merely to perfect the
codification of the related provisions of basic law and are to have
effect, under section 2 of the resolution, as of the date of the enactment
of the Internal Revenue Code. They serve the original intent of the
Congress that no substantive change of law should result from the
process of codification.
They embody the results of the continued examination and use of

the Internal Revenue Code since its enactment.: The collaboration
and approval of the Treasury Department are indicated by the follow-
ing letter:

JANUARY 10, 1941
H1on. ROBERT L. DOUGHTON

Gliairman, Comnmittee on Ways and Means,
Hoose of Representatives, Washington, D. C,

MY DEAR MR. CHAIRMAN' There is enclosed herewith a joint resolutionr, pire
pared by the staff of the Joint Committee on- Internal Revenue Taxation and the
Preasury Department, to amend the Internal Revenue Code. Thepropo-ed
amendments are clerical in nature, and are intended to correct certain technical
errors which occurred in the complicated procee.9 of Aodifying the internal revenue
laws. No substantive changes in the basic statutes incorporated in' the internal,
Revenue Code are made by the proposed amendments. The amendments when
enacted would take effect as of the date of enactment of the Internal Reveniue
Code,



AMENDMENTS TO 'TIlE INTERNAL REVENUE CODE

It spoils (ldesiralhe that the joint resolution be adopted at the earliest opportgr.e
time in order that both taxpayers and tflie Feeral Government will not, 1)e harmied
by the errors that occurred in the codification of the internal revenue laws.

Sinlcerely,
JOHN L. SUILTJTVAN,Acting Secrcetary of the Trcerury.

DETAILED STATEMENT

There follows an explanation of each of the, amnfl(lments proposed.
AMEND)MENT TO SECTION 27 (C)

This ameniidmient repairs nil omission from the finall sentence of see-
tion 27 (c) of the I'VtCItLio Act of 1938, as co(lifie(l.
The sual)section provides for the computation of thle (lividend( carry-

over, oi)(w of the couill)otienits of the corporation (livi(lends paidl credit.
While the divi(lenid carry-over is "from the two preCe(ling taxable
years," it is afteete(d un(ler the Revenue Act of 1938, and should 1)0
afle'(te(d tnd(ler the cole, l)y t be excess, if any, of the basic surtax cre(lit
for the third )recedinig tiaxable year over the adjusted net income for
that ear. For the lplrposes of section 27 (e) of the Revenule Act of
1 9:38, the earliest "'third ptrece(dillg txalb)le our"y rbegran in 1936, by
Sl)e(ifiC paroVisioll of se'tiOn 27 (c) (1) (1). Since the first, taxable
Year 1n(1ler the co(le, for ilncomne-tax ipuirposios, beganI in 1939, the
earlieszt '"third preceding taxa)l(e earr" thereunder, for the purposes
of code Fectio)n 27 (c), would likew(,ise )egrin in 1936.
1he etlect of tIaking in to aceonlit anly exCe.ss of the l)asic sllrtax

cre(lit for hle third preceding taxabl)leyeanr over the ad(ljusted net income
for thitt yeiiir is to increase tlie (livide(ln carry-over, to the samle extent
tihat it voil(II have beli incresed(l tllerel)y had not, title I of the Revelle
Act, of 19)(S beell superseded( , ill respect, of income-tax taxable years
)(egiilli tig nfter 'Dece wher :31, 1938, b)yr chapter 1 of the code.
The ar1Nenin('lent a(tlects (hi i(lCrn(lcrry-ovors only to taxal.ble, years

beginninigo ill 1939, aIr(i, of such carry-overs, only those aflected1 by
the (excsS mciVilt1io01ve(1.

AMEND)M1-EN'rS TO SHCTION 113 (A) (it)

These anlen(lm(n'nts l)erfect tlhe co(dification of section 113 (a) (11)
of the Reveinue Act of 1938 by) the inclusion of references to section 141
of th at. act . Such references tappenr ill the b)asic sectionri

rlhe ai)nlohient's iire re(lulire(l for the reason that title I of the
Reven( Act, of 1 9-38 wvas not superseded ab initio by chapter 1 of the
codle b)u1t, renlriled(l ill eftect for taxable years beginning after Decoimber
31, 1937, i(l before january I , 1939. The existing section 113 (a)
(11) of thl co(l, omnit.s the p)rovisiois of the basic sectioni, to the extent
that. hiey rjnt((I to the (leterinnialtion of the basis of property ac-
qnired( (lu1ring Such taxable years ill canss ,where t consoli(lat.d return
was filed uiii(ler section 141 of the Revenue Act of 1938. The same
is true of p)rovisions goveritig aldjustlncints to the basis of property
he(l(l duringg such at )orio(l (if a consoli(lateol return was maode) in
respect. of items relating to that pr)rio(d. Thle amene(lments repair
these onliss;iOJls,
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AMENI)DMENTS TO THlEINTRkNAl4 REVENUE COI)DH 3
AMENDMENTS TO SECTION 604 (A)

These amendments l)revent the use, as a deduction from "sub-
dltapter A net income"- in delterininlg "undistribtited subehapter A
niet income," of any dividendsl paid in a taxable year beginning in
1939, which were allowed, tn(der sectioii 405 (c) of the Revenue Act of
1938, ais a deduction from ''title 1A net. incolme'' it. (leterminilig
''uindistributed title IA net incomee' for a taxal)le year beginning in
1 938. Thel existing secLion 504 (a.) of the code inlight, p)mlmit sluch a
(Io blo(deduction inasimuch tis it specifically d(eleies it only as to divi-
(1lends for which treatment als dividends paid ini tho precede(inig taxable
er'nI is claimed-under sections 504 (c). Diriden(lvs treatt.e(l as plidl iil a
ttaable year beginning in 1938, through iictiially pJai(d ini the stIcceeding
taxable year, would b)C claimed under section 405 (c.) of the Revenuie
Act of 1938.
The wordls "beginning after December 31, 1937," are inserted after

"anyr preceding taxable year" in order to make it clear that the latter
exp)reSSiOnl ill this inlstanlCe, iluCdLU1es a taxable year earlier thain one,
beginning after Deceinber 31, 1938, which is the general linlitation
governing the application of chapter 1 of the co(do.

AMENDMENT TO SECTION 604 (13)

r'his amendment restores the punctuation of thel basic provision,
section 405 (b) of the Revenlue Act of 1938.

AMENDMENT TO SECTION 604 (C) (3) (A)

The immediate eflfect of this amendment is to require that, for the
)urposes of the subparagraph, dividends paid (during a1 taxable yealr
e)(ginlnling in 1939 be reduced by the anmount-thereof allowed under
section 405 (c) of the Revenue Act of 1938 as a deductionn from "title
1A net income" in determining "uIn(listi)lltbted title IA net income"
for at taxable year beginning in 1938.
The only effect of such a reduction is to decrease, in certain cases

of its, application, the amount of dividends paid in a taxable year
beginning in 1940 allowable as a deduction in comp)uting "undis-
tributed subchapter A net income" for the precedling -taxable year
beginning in 1939.
The reduction is the same that would halve obtained under the basic

prIov'ision (section 405 (c) (3) (A) of the Reventie Act of 1938) bad it
not been superseded by section 504 (c) (3) (A) of the code.

AMENDMENT TO SECTION 606 (C) (2) (A)

Under this amendment, thiat portion of deficiency dividends paid
With respect to which cre(lit against an uinlytid (ldeheiency, or credit
or refund, or both, of a deficiency paid are a lowed is to be subtracted
from the basic surtax credit for the taxable year of distribution,
whether such refund or credit, or both, are allowed under section 407
of the Rovenue Act of 1938 or the corresponding provision of the code,
section 506. Where the deficiency tax subject of refund or credit by
reason of the payment of a deficiency dividend was imposed by title
1A of the Revenue Act of 1938, the allowatice of the refund or reWit
is governed by section 407 of that title.
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Aix unpaid deficiency, to qualify as a subject of credit, must be
establisshed by a decision of the Board that has become final, by a
closing agreement, or by a final judgment. ' Similarly, a payment of
any portion of an aissertedl (deficienc;y, to qualify as a subject or credit
or refun(l, or both, Ilust b1e cstal)lishedl, by at d&ctSio of the Board
that has becoinc fininl, by iL closing agreement, or by a final judgment
in a refund stuit, ats a payment, in whole or ill part, of an actual defi-
ciCecy at the, time when inade. Accordingly, in the case of a defi-
ciency witlh. rvsl)ect to a tax imposed by title I of thre Revenue Act
of 1938, the credit aind refund provisions of subsections (a) and (b)
of section 407 of that act, will remain applic.ble, in some instances,
for a nuIblber of years. The basic surtax credit for thL' purposes of
computing tax under suibehapter A of chapter 2 of the code will
therefore be. affected by any such application.

AMENI)MENT TO SECTION 606 (c) (2) (1)

Section 506 (c) (2) (A), as indicated in the above statement in
explanation of the amendment prol)ose(l thereto, relates to the erect
of deficiency diti(lel(Is I)aid iln any taxable year on the basic surtax
credit. (one of the comnpoiieiits of the dividlelds paid credit) for that
taxable year.

Section 506 (e) (2) (13) relates to the effect of deficiency dividends
oIn the dividen(ds paid credit for the taxable year preceding the taxable
year ill which the deficiency dividendss are paid.
The existing provision of the code, derived from section 407 (c)

(2) (B) of the Revenue Act of 1938, dis-allows the inclusion, under
section 504 (c), of d(eficiency dividen(Is puidi in any taxable year in
thel divi(vlei(es paidi credit for the preceding taxable year, to the
extent of the l)ortiotl of such (lehiiency dividends with respect to
which the credit utlnder section 504 (a) or the credit or refund, or both,
under section 504 (b), are allowed.

Thel effect of the amendment proposed is to extend such disallow-
anice to deficiency dividends with respect to which credit is allowed
under section 407 (a) of the Revenue Act of 1938, or credit or refund,
or both, under section 407 (b) of that act.
As in thec cas( of the amendment proposecl to section 506 (c) (2) (A),

this anmendlinent is (lesigne(i to rene(ly a defect in the code which,
as explained thereuiider, might wholly disappear only after a consider-
aide period.

AMENDMENT TO SECTION 812 (C)

This subsection is derived from section 303 (a) (2) of the Revenue Act
of 1 926, as anlende(l in full by section 806 (a) of the Revenue Act of
1932 and as amended in partly byt section 402 of the Revenlue Act of 1934.
The anmendmnent, perfects the codification of the basic provision by

incorporation of the specific reference therein to the gift tax imposed
under the Revenue Act of 1932.

Its effect, is to restore the deduction, allowed under basic law, in
respect of pro )erty included in the gross estate, where such property
was acquired by gift by a (ldecdent (dying after the date of the enact-
ment of the code) within 5 years prior to his death and in respect of
which property a gift tax was pai(l under the Revenue Act of 1932.
The gift tax provisions of the code, derived from those of the Revenue
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AMENDMENTS TO THE INTERNAL REVENUE CODE r'
Atct of- 1932, as amended. apply to gifts made in 1940 and subsequent
years.

AMENDMENTS TO SECTION 813 (A) (2)

These amendments perfect the codification of section 301 (b) of the
Revenue Act of 1926 as added by section 801 of the Revenue Act of
1932. The existing language of the code omits the credit, allowed
under the basic provision, for gift taxes paid under the Revenue
Act of 1932.

Trle substitution of "this subchapter" for "chapter 3" effects a
preferablee translation of "this title," as used in the basic provision.

AMENDMENT TO SECTION 818 (B)

This amendment makes the credit for State death taxes paid
available for the purposes of-the tax imposed by section 860 on estates
of decedents nonresidents of and not citizens of the United States.
Thle basic provision, section 301 (c) of the Revenue Act of 1926
(section 301 (b) of the Revenue Act of 1926 as amended IU full by
station 802 (a) of the Revenue Act of 1932) referred to "the tax
imposed by ubdivision (a)" of that section, which applied to estates
both of resent and nonresident t decedents.

AMENDMENT TO SECTION 861 (A) (2)

This paragraph is derived from section 303 (b) (2) of the Revenue
Act of 1926, as amended in full by section 806 (b) of the Revenue Act
of 1932 and as amended in part by section 402 of the Revenue Act of
1934.
The amendment perfects the codification of the basic provision

by incorporation of the specific reference therein to the gift tax
imposed by the Revenue Act of 1932.

AMENDMENTS TO SECTION 936 (B)

These amendments perfect the codification of section 402 (b) of the
Revenue Act of 1932. The existing language of the code omits the
credit, allowed under the basic provision, for gift taxes paid under the
Itevenue Act'of 1932.
The substituffon of "813 (a) (2)" for "813 (b)," at the end of

p)aragraph (1), is made for the reason that "section 301 (b) of the
R cvenup Act of 1926, as amended by this Act," found in the basic
j)ilovision, appears to refer to such section 301 (b) as added by section
801 of the Reyenue Act of 1932. Section 402 (a) of the Revenue
Act of 1932, which refers to section 301 (c) as relating to the'80 per-
eniit credit, appears to preclude the construction of the expression
"section 301 (b) of the.Revenue Act of 1926, as amended by this
Act" to mean-the amendment made by section 802 of the Revenue
Act of 1932 and, therefore, to require thec.onstructionthat it.means
tlie amendment made by section 801 of that act. The subject matter.
further, requires the construction effected by the amexwlrnent.
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AME10:NDMENT TO SECTION 1636

This mnuendinent, corrects an error of reference. Section 607 of the
R e(V('nlue Act of 1934, thle provision appropriately in reference, is
co(1 ifie(I in section 3661 of thle o(de,
A like nme(llndent to section 1430 of the code was mnde by section

9C3 of the Social Security Act amendments of 1939.

AMENDMENT TO SECTION 1806

Tilie portion of this section l)ropose(l to be amended was derivedd
from sect ions () an(l 10 of tile Silver Purchase Act of 1934, the para-
gpuitp relating to tit( is-sulcuice of uIlles and( regulations being derivedd
from s('ction 9 ; mnid1 th t' del( liiit ion of the term "tthe ('ontinen tal United
States'' from se(tioll 10. The' renlainging )ortion of 1. It. C. 1805
wa.s derived from subl)(1ivision 10 of sclh(e e A of title VIII of tile
Rvveumive Act of 1920, ns mudded to that sellduille l)y section 8 of the
Silver Purclhse Act.

Il'he amnetidunent. effects the elimi nation of the definitionn Inentione(l
lIefilnit ioll wli(lh is useless inasuclth as the term "'tlh continental

United States'' (d(os not alppear elsewhere in I. R. C. 1805. It ap)-
l~ rls iI s(etion :3 of tile Silver Purchiase Act, which section is properly
oliitt tvd from thei code.

l'hi anlme(lmflneIt also effects tlhe elimination, fromt thle palragraphi
relntkilig to the issuance of rules and regulations, of tile words 'or
of nvm, order isid(l hereunder. ''li'Tese wor(ls are without. signifi-
('mIn)Ce ill the section for tihe reason thiiat the on ly provisions for the
issuainec of ord ers un1derl the Silver Purclhnse Act tire found iln sec-
tiums 6 and 7 thereof, which sections also are prol)erly omitted from
Ihev vodev.

''ll'e eliminn tiolls mention ed iln no way', impair th e cife8ctivelleSs of
tie relatet(l lprovisions of tile Silver Pu'relmase Act, since tile coode
repljwmled laws and parts of laws co((ifi ed t.lherein only to tihe extent
tihey relIttedl ex(lusively to internal revenue. I-laving no suchi rel-
t6on, thle provisions ill question were not rep)eale(d by reason of their
ilncrl)oratioll ill thie Code .

Til'e transpl)osition of tie(1(ifilnitioni of tlhe termn ''person'" tnd of
ite( pa ragrapli r(l eating to ru l(s a dl regulations ae('omnplisishies an iml-

pIrom eillnen t of form a1ld pern its a voi(lda nee of re)etititon of the words,
"'As used ill this sect ions--".

AM EN )M 1NT TO SECT1'ION 2887

This a11m-endmenldnlt corrects it typograpliceal error- in the co'(ifia tion
(f It. S. 3329, ats amended.

AMELN I).MI;NT 'T' s.(:STON 2901 (1m)

This a unendmen t perfects t he (0(1ifica tion) of R . X. 3221 , as amended,
inhorporaitig tlherein the eflec t of thei superseding provisions o9t(sThiOT} ') of ti1(' )'vrimmelt .4p) ropriaitioni Re('peal Ac.t, 1934 (June 26,

1934, clh. 7.56, 48 Stat. 1225), so finr as they affect the appro)riatiou
involved.
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AMENI)MIRNTS TO THIIE INTERNAL RlEVENUUE CODS 7
Section 2 (a) of the cited rIepeal act reads as follows, so far as
atiterial here:
lffeetive .July 1, 1935, the permanent appropriations tinder the appropriation

titles listed it) sll)scotioil (1)) of this seetion are repealed, and sich portions of any
Acts as inake permanent ap)p~rop)riations to be expended tinder such aecotintR are

ilit(lend so am to authorize, In liHel thereof, annual appropriations from the
general fin(11 of tIme Treasmur iii ideiitical teri4s and( iln such ariolintm as miow pro-
vidcd by the laws providing such permanent uppropriations. * *

AMENI)MENT TO SECTION 3170

This amendment corrects a typographical error in the codification of
the secon(l paragraph of section 5 of thle act of June 25, 1936 (cl. 815,
49 Stat. 1929). The words omitte(d in thle code provision were "by
this Act'; the wor(ds intelnde(ld to be omitted were "by thlis Act, or".

1KFF'ICTITB 1)DATE OF AMEE,NDn ENTS

The sections of the Int ernal I evenlilte Code fmentded( lby thle joint
I solution )I e to a111vet efh'vt Is if Such se(tiolns, its so 1IIIm tlded,hlad
1bmen(I aiet tvd ill et it(Internl IRev n(ue Co(ld( onl F1eblhtrlry 1(), 1 939. thi
dale of the (el'iletnielt of the internuill Revenle Co(le.

TIhe general I angti- 1ge of sect ion 2 of tile joilt vesol t ion is emiploved
iln recognition of thle falet tilat not a11 tOle sections1p1'oposed to be
m111e1n1lded hiave tile stilll'efefctive (dite or are effective with respect to
the stilliv t FIX1fle1)1 cliodS

CHNGES IN EjXISTING LAW

I n COIplplitinafle %vithiit'rigrtl1 h 2ti of rtile N III of the ftiles of time
I louSe of ReprteSenlit htit'i,(Il)ltgV's ill (e.Si itig 1tiw imt(le 1)b time joint
I't'e;(i1tioll are shioml() fl follows ('xi'tiimg lIaw propo)(Fsed 1(o )e oimt ted
ik e'n'lo(sed inl black bi'nlelt(t; lw Imatte' is p)rillted inl itllic; existing
hlw 11i which 1 ('Ii,1oU"i' odI)IOPosl 1 i.X IShwi ollli)

Alli ci id ed p)Iu viSi(olly, of tile ii itern ill Rev'V elilie Code.,
''1:(:' '27 ('O1(POHA'1WlATIO` )l\'I1)JKl)S PAI)('ID l)I''.

(C) 1)I 'II)VFN I) (. 'A it H - ( ) 1 t -- r 'din III'lciiiii tI te( iti ieS '('t to ( 'trei .

tiixibite year of a corpo) ration a divi'dendl cavrr-over to i.rich vear froin the IWo
precd(hirig tdxiile YPA'f'IU8 V. liochM'hl ('(Ill -t'i't tftile still of--

(1) Th'he arlio lt of tilf' habei surtax credit for tile g(icond( I)rie( eliding taxable
vear, reducer! by tihe idjutsl ed nt incoime for sueh year. and fiurt her reduced
kv the aliioillit if nial bY which tl(h adjiusted net itnconi't fir the first prw.-
ced ii1g t' able t iear. f\cd(sth StiIl) of

(A.) Thhe ba'ic stttax ciolit for such vear: ardi
(10 The exc(-e if any of tile hivsic tiut tax credit for the third pre.-

v'ed!it twtribtc ytar ()\over llth vrlst.edr1 net i nconiie for tivii %'('r: Anld
(2) 1elf' Riilounut if anllv thvwhiihi t1 liebzir mrt-ix rretlit for thle fPrst, pre-

(cedii 1i tI il\lile vear exceeds hlie nl j uixt ied net in(ticw',e for 'uleh vvear
Ir, Ilie ('wif, of It j)recefl iii wtmax~ibkc Year referred to ill tIhki subjection. which
.elins In 1.9a; or 1937, 11,e adljuistcd t iii(m ie shall i' thI e ddi wI Id tiet iricolne

a- fitilid iln see' ons 14 of tIlhe R{eveitine Act of 19,36 1d(1 the(, btsic surtax credit
h1all be oiill' thc dhivi'dids p1id( ('edllt (coipllted uinder tihe I{evaiile Act of 19311

V\.thIl.ot tihe bellefit of tliI dividenid carry-over prove (id(l(l ill sectoion 27 b) of such
Act Inl thie vast' of ftaprvdlg(iii tIaxablle tear, referred to iii ti i lSIILs'tiOnl which
bevinls il 1 K the t%(iiIt(cd n(let iltiCOnef) shall betbe0 iadiuteld net ileolle am
dtit'dlle i' sectiboli 13 (a) of thie Rtev-nue Act of 1938. &2 Stat 4655 ald the ba9io

S. l'tl.'t., 77 1 vol I -
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surtax credit shall be tihe haic ,urtax credit &s defined in section 27 of the Rev-
enue Act of I 93l8, 52 Stat. 468.

* * * * * *

SE'C. 11:3. ADJU1'STEI) IASIS FO11 I)EERMINING GAIN OR LOSS.
(a) BASIS (lNAwJusTMn) OF PIIROPEITY.-Tlht3 basis of property hiall be the

cost of much prolierty: except that-
* * * * * * *

(11) PR0O'P1T'rr A('Q1UIRED IIUIIINO AFFILIATION.--I1 the case of property
acquired 1, i a corl)pra(1tion, tiring a period of alliliation from a corporation
with whiChl it wtasall-iliatetd, the basis of suich property, after such period of
itli, nation, shall N, det ermuiinicd, ill accIdanLce wit!) regulations prescribed by
the Commnissiioner with the approval of the Secretary, without regard to inter-
coiiipany transaltionis ill respect of which gain or loss was imot recognized.
For the purposes of tihk paragraph. the terin "perio(l of affiliation" nmeans
the period (ldring which s-lfch corporations were affiliated (determined in
aceo)rdane with the law applicable thereto) but, does not include any taxable
year beginning oul or after *laniary 1, 1922 unless a consolidated return was
uinadic nor any taxable yeiq after the taxable year 1928. 1hhe basis in case
of )roperty ac(luirel bY coporration during any lperio(l, in the taxable year
I 9.A) or any suli) le( ;t taxable year, in respect of which a consolidated
return k iadhFVsuych eorporation under section 141 of this chapter or the
Hevenrie Act of 1928, Jfi5 Stitt. 831, or the Hevenue Act of 1932, 47 StWt 213,
or the lievente Act of 1934, 48 Stit. 72t), or thle lRevenue Act of 1930. 49 Si1t.
I 6 9),~n irthe Ir'rtim( 1ci olf 1938. 42 8t1a 608, shall be, determined in accordance
iilh reguilatiolis )rexcril)e(l tindler section 14 1 (b) of this chapter or the
{evenuIe Act of 1928 or th( levenuie Act of 1932 or the Revenule Act of 1931

or th(! lieventie Act of 1t93 ot t(he Ii#'nfe Ad of 1988. 'T'he basis in tho case
of propertY held b)!y a corporatiln luringg any period, in thle taxable year 1929
or anv suib'e (litleit taxable ye.eir, ill re.;pe(t of which a consolidated return i
Inld(' by wich corps)ration under secti, n 1 11 of tllis chapter or thle Hevenuto
Act of 19(*S or the Revenue Act of 1932 or til! levenuie Act of 1934 or the
Hevenue Act of 1936 or tlhe IUeven ise Arl of .11/33, shiall be adjusted ill respect
of any itellims reitIing to suchl('riod(l, ill accor~tance with regulations prescribed
rln(dtlr section 141 (h) oif this chapter or the Hevenuie Act of 1928 or ttle

I1 evenie Act of 1932 or the P-eveniue Act, of 19:14 or the levenlue Act of 1936
or t1he I'rvte, t .let of 1938, Mpoj)licubl(e to siilih period

* 4 * * .

.'(' .501.UNIl-M)I1 T1 1'T ) SUBCIT \A [1 A N ','I' I NCO E.
'or t(he p01ru' s of (li Is sKillc'uIIl)tper thle termit ''undistrihb ted simubchiapter A net

)coIl(m" i1vli s thle siuhbehilpter A fiet i[coIeiC (as dlefi tied inl section 505) nilnus-
(a) T'he a111(11ollt of the (diVi(iends paid credit. provided in section 27 (a) without

the xa-lefit of pintragritphs (3) a id (r4) thereof computedd without its re(lduction
tinder sect ion 27 (b) (1), 1w thc aniouitit of tile cre(lit l)rov'ided in section 201 (a)
rehitin g to intcre-,t omi certain obligationns of the Ulnlited States tind(l Government
corp rtitions); but, in the compu tittion of the dividends paid credit for the pillr-
)osfs of t iiS s811behupt er, thet a motint nalowed uirder sulWection (c) of this section

or (f IecCoIn 406 of th Icu'riurArtAct(if 1188 iln the compuptationI of the tax tinder
this slibehapter or uunicr T'ith 1 1) l/i.hRaIenue Act fo 1938 for aniy p)recedinig
taIxble vear bqvinninp aficr l)vccbi'r 31, 193?. shall be.considered( aisa dividend
ali(d ill suli0 preceding taxable yvear aind not iln the year of distribution, and, in
tle comIplultation oif the (dividleid(I carry-over for the purposes of this subchapter.
thle termti ad(ijiste(l liet. iticomie" as us'ed iii sectIon 27(c) meais the adjusted tiet
illncolle mllilltis thie deduction allowed for federal taxe-s under section 505 (a) (1):

(b) Amount4s unedl or irrevocably Yet aislie to p)ay or to retire ind(lebte(dim-i of
anv kitt(i incurred prior to Jantiuary 1, 193.1, if such amounts are reasonable with
iferemice to tlie size anld(] terms of such ile)btedness;

(e) Dividends palid after the close of t he taxable year and before thle lth day
of the Ithir(i month following thle close of the taxable year, if claimed under this
suil),ertion in tlie return. butt only Ito the extent to which such dividends are ill-
cludible, for tle pturposem of chapter 1, in tlhe computation of the basic suirtax
cre(iit for the year of (listributioni; but I-lie aniount allowed under this subsectioti
SlIAI not (1 ( lced either:

(1) Ile accuitulhteAld earnings and( profits as of the close of the taxable
year; or

(2) The undistriltited subchapter A net income for the taxable yer
computed without regard to this subsection; or
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(3) 10 per centum of the sum of-
(A) The dividends paid during the taxable year (reduced by the

amount allowed under this subsection in the computation of the tax under
this subchapter for the taxable year preceding the taxable year or, in the
case of a taxable year beinnin in 1939, by the amount allowed under
section 406 (c) of the Revenue Act of 1988 in the computation of the tax
under Title IA of such Act for a taxble year beginning prior to January 1,
1989.); and

(B) The consent dividends credit for the taxable year.
SEC. 606. DEFICIENCY DIVIDENDS-CREDITS AND REFUNDS.

* * * * * * *

(c) DEFICIENCY DIVIDENDS.-
* * * * * * *

(2) EFFECT ON DIVIDENDS PAID CREDIT.-
(A) FOR TAXABLE YEAR IN WHICH PAID.-Deficiency dividends pe'4d

in any taxable year (to the extent of the portion thereof with respect to
which the credit under subsection (a), or the credit or refund under sub-
section (b), or both, of this section or section 407 of the Revenue Act of 1938,
are allowed) shall be subtracted from the basic surtax credit for such
year, but only for the purpose of computing the tax under this sub-
chapter for such year and succeeding years.

(B) FOR PRIOR TAXABLE TEAL-Deficiency dividends paid in any
taxable year (to the extent of the portion thereof with respect to which
the credit under subsection (a), or the credit or refund under subsection
(b), or both, of this 8.ction or section 407 of the Revenue Act of 1988, ar
allowed) shall not be allowed under section 504 (c) in the computation
of the tax under this subchapter for any taxable year preceding the
taxable year in which paid.

* * * * * *

SEC. 812. NET ESTATE.
For the purpose of the tax the value of thE net estate shall be determined, in

the case of a citizen or resident of the United States by deducting from the value
of the gross estate-

* * * * * * *

(C) PROPERTY PREVIOUSLY TAXED.-An amount equal to the value of any
property (A) forming a part of the gross estate situated in the United States of any
person who died within five years prior to the death of the decedent, or (B)
transferrerl to the decedent by gift. within five years prior to his death, where
stuch p)roperty can be Identified as having been received by the decedent from
the donor by gift, or from such prior decedent by gift, bequest, devise, or Inherit-
alice, or which can be identified as having been acquired in exchange for property
so received, This deduction shall be allowed only where a gift tax imposed under
chapter 4, or under Ttle Ill of tae Reenue Act of 190S, 47 Stat. 946, or an estate
tax imposed under this subchapter, the Revenue Act of 1926, 44 Stat. 69, or any
j)rior Act of Congres, was finally determined and paid by or on behalf of such
donor, or the estate of such prior decedent, as the cas may be, and o, Ilin the
aitiount finally determined as the value of such property in determining the value
of the ift, or the grow estate of such prior decedent, and only to the extent that
the value of such property is included in the decedent's grow estate, and only
if in determining the value of the net estate of the prior dent no deduction
was allowable under this paragraph in respect of the property or property given
In exchange theretor.
Where a deduction was allowed of any mortgage or other lien in determining

the gift tax, or the estate tax of the prior decedent, which was paid in whole or
ill part prior to the decedent's death, then the deduction allowabletunder this
paragraph shall be reduced by the amount so paid. The deduction aflowable
under this subsection shall be reduced bv an amount which bears the smoe ratio
to the amount allowed as deductions under subsections (a), (b), and (d) as the
amount otherwise deductible under this subsection bears to the value of the
dlecedent's gross estate. Where the property referred to in this subsection con-
sists of two or more items the aggregate value of such items shall be used for Xw
purpose of computing the deduction.
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SEC. 813. CREDITS AGAINST TAX.
(a) GCrT TAX.-

(1) RrEvxNUM ACoT OF 124.--In case a tax has been Imposed under
section 319 of the Revenue Act of 1924, 43 Stat. 313, as amended by sec-
tion 324 of the Revenue Act of 1926, 44 Stat. 86, upon any gift, and there.
after ulpon the death of the donor the amount thereof is required by any
provision of this sibchapter to be included in the gross estate of the
decedent then there slall be credited against anrd applied In reduction of
the estate tax, which would otherwise be chargeable against the estate
of the decedent under the provisions of this subchapter, an amount equal
to the tax paid with respect. to such gift; and in the event the donor has
in any year paid the tax iniposed by said section 319 with respect to a
gift or gifts which upoIl the death of the donor must be included inl his
gross estate and a gift or gifts not reqIuireid t.o be so included, then the
aniount of the tax Ywhich shall be deemed to have l)CetI paid with respect
to the gift or gifts required to be so included shall he that proportion of
the entire tax paidi on account of all such gifts which the amount of the
gift or gifts required to be so included bears to the total amount of gifts
In that year.
(2) REVENUE ACT OF 1Vk32 or chapter 4.-

(A) If a tax has been paid under chapter 4 or under Title III of the
Revenue Act of 1932, .47 MStO. 24.5, on a gift, and thereafter upon the death
of the donor any animount in respect of such gift is required to be included
in the value of the gross estate of the decedent for the purposes of
[chapter 3] this s chapter, then there shall be credited against the tax
imposed by section 810 or 860 the ainount of the tax paid under chapter
4 or under Title 11 of the Revenue Act of 193s0 with respect to so much
of the property which constituted the gift as is included in the gross
estate, except that the amount of sulch credit, shall not exceed an amount
which bears the same ratio to the tax iml)osed by section 810 or 860
as the value (at the time of the gift or at the time of the death, whichever
is lower) of so much of the property which constituted the gift as is
included in the gross estate, bears to the valuic of the entire gross estate.

(B) For the purposes of paragraph (A) the aniount of tx paid for
any year under chapter 4 or under Title III of the Revenue Act of 193.
with respect to fany )rol)erty shall b)e an amount which bears the sane
ratio to the total tax paid for such year as the valuc of such property
bears to the total amount of net gifts (computed without deduction of
the specific exemption) for such year.

(b) ESTATE, SUCCEASION, IjCACY, AND IMlI0RITANCE TAXES.-The tax
imposed by section 810 or 860 shall 1) credited with the amount of any
estate, inheritance, legacy, or succession taxes actually paid to any State
or Territory or the l)istrict of Columbia, in respect of any property included
in the gross estate (not including any such taxes paid with respect to the
estate of a l)peron other than the decedent). The credit allowed by this sub-
section shall not excee(l 80 per centurm of the tax imposed by section 810
or 860 (after deducting from such tax the credits provided by section 813
(a) (2)), and shall include only such taxes as were actually paid and credit
therefor claimed within four years after the filing of the return required by
section 821 or 864, except that-

(I) If a petition for redetermination of a deficiency has been filed
with the Board of Tax Appeals within the time prescribed in section
871, then within such four-year period or before the expiration of 60
davs after the decision of the Board becomes final.

(2) If, under section 822 (a) (2) or section 871 (h), an extension of
time has beemn granted for payment of the tax shown on the return, or
of a deficiency, then within such four year period or before the date of
the expiration of the period of the extension.

Refund based on the credit may (despite the provisions of sections 910 to
912, inclusive), he made if clnim~n therefor is filed within the period above
prov'i(ded. Any such refund shall be made without interest.

SEC. 861. NET Es'rATE.
(aI)DEi)uCrioNs ALOoWED.-For the purpose of the tax the value of the net

estate shall he (leterminied, in the case of a nonresident not a citizen of the United
States, by deducting from the value of that )art of his gross estate (determined
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as provided in section 811), which at the time of his death ii situated In the
United Stateg.-

* * * * * * *

(2) PROPERTY PalmOUBLY TAXID.-An amount equal to the value of
any property (A) forming a part of the gross estate situated in the United
States of any person who died within five years prior to the death of the
decedent, or (B) transferred to the decedent by gift within five years prior
to his death where such property can be identified as having been received
by the decedent from the donor by gift, or from such prior decedent by gift,
bequest, devise, or inheritance, or which can be identified as having been
acquired in exchange for property so received. This deduction shall be
allowed only where a gift tax Imposed under chapter 4, or under Tille III of
the Revenue Act of 19Sf, 47 Stat. f45, or an estate tax Imposed under this
subchapter the Revenue Act of 1926, 44 Stat. 69, or any prior Act of Con-
gress, was hnally determined and paid by or on behalf of such donor, or the
estate of such prior decedent, as the case may be, and only in the amount
finally determined as the value of such property in determining the value
of the gift, or the gross estate of such prior decedent, and only to the extent
that the value of such property is included in that part of the decedent's
gross estate which at the time of his death is situated in the United States.
and only if in determining the value of the net estate of the prior decedent
no deduction was allowable under this paragraph in respect of the property
or property given in exchange.therefor. Where a deduction was allowed
of any mortgage or other lien in determining the gift tax, or the estate tax
of the prior decedent, which was paid in whole on in part prior to the dece-
dent's death, then the deduction allowable under this paragraph shall be
reduced by the amount so paid. The deduction allowable under this par-
graph shall be reduced by an amount which bears the same ratio to the
amounts allowed as deductions under paragraphs (1) and (3) of this sub-
section as the amount otherwise deductible under this paragraph bears to
the value of that part of the decedent's gross estate which at the time of his
death is situated in the United States. Where the property referred to in
this paragraph consists of two or more items the aggregate value of such
items shall be used for the purpose of computing the deduction.
* * * ,* * * *

SEC/. 936. CREDITS AGAINST TAX.
* * * * ,* * S

(b) (1) If a tax has been paid tinder chapter 4 or under. Title III of the Revenue
Act of 1932, 47 Sta', 246 on a gift, and thereafter upon the death of the donor
any amount in res ct 'ouch gift is required to be included in the value of the
gross estate of the =cedent for the purposes of this 6ubchapter, then there shall be
credited against the tax imposed by section 935 the amount of the tax pald under
chapter 4 or under Title IIr of the Revenue Adt of 1932 with respect to so much of
the property which constituted the gift as is included in the gross estate, except
that the amount of such credit (A) shall not exceed an amount which boai the
samne ratio to the tax imposed by section 935 as the value (at the time of the
gift or at the time of the death whichever is lower) of so Much of the property
which constituted the gift as is Included in the gr-ss estate, bears to the value of
the entire gross estate, and (B) shall not exceed the amount by which the gift tax
paid under chapter 4 or under Till III of the Revenue Ad5t of 1932 with respect
to so much of the property as constituted the gift as is included in the gross
estate, exceeds the amount of the credit under section [813 (bi 8(13 (2).

* * 4. * * * *

SEC. 1536. OTHER LAWS APPLICABLE.
All provisions of law, including penalties, applicable with respect to any tax

imposed by section 2700 or section 1800, and the provisions of section ( 762]
3661, insofar as applicable and not inconsistent with the provisions of this sub-
chapter shall be applicable with respect to the taxes imposed by this subohapter

* * * *5 * .i

SEC. 1805. SILVER BIULLION(.
On all transfers of any Interest In silver bullion if the Price for which sOch

interest is or is to bi transferred exceeds the total R the othereof and allowed
expenses, 50 per centum of the amount of such excess. On every such trainer
there shall be made and delivered by the transferor to the transferee a memo-
randum to which there shall be affized lawful stamps in value equal to the tax
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thereon. Every such mnentorandumn shall show the date thereof, the names and
addresses of the transferor and transferee, the Interest in silver bullion to which
it refers, the price for which such interest is or is to be transferred and the cost
thereof and the allowed expenses. Stamps affixed under this section shall be
canceled (il lieu of the manner provided In section 1816) by such officers and in
such manner as regulations under this section shall prescribe. Such officers shall
cancel such stamps only if it appears that the proper tax is being paid, and when
stanmps with respect to any transfer are so canceled, the transferor and not the
transferee shall be liable for any additional tax found due or penalty with respect
to such transfer. The Commissioner shall abate or refund, in accordance with
regulations issued hereunder, such portion of any tax hereunder as he finds to
be attributable to profits (1) realized in the course of the transferor's regular
business of furnishing silver bullion for industrial, professional, or artistic use
and (a) not resulting from a change in the market price of silver bullion, or (b)
offset by contemporaneous losses incurred in transactions in interests in silver
bullion actermined, in accordance with such regulations, to have been specifically
related hedging transactions; or (2) offset by contemporaneous losses attributable
to changes in the market price of silver bullion and incurred in transactions in
silver foreign exchange determined, in accordance with such regulations, to have
been hedged specifically by the interest in silver bullion transferred. The pro-
visions of this section shall extend to all transfers in the United States of anv
interest in silver bullion, and to all such transfers outside the United States if
either party thereto is a resident of the United States or is a citizen of the United
states who has been a resident thereof within three months before the date of
the transfer or if such silver bullion or interest therein is situated in the United
States; and shall extend to transfers to the United States Government (the tax
in such cases to be payable by the transferor), but shall not extend to transfers
of silver bullion by deposit or delivery at a United States mint under proclamation
by the President or in compliance with any Executive order issued pursuant to
Section 7 of the Silver Purchase Act of 1934, 48 Stat. 1171) (U. S. C., Title 31,
* 316 (a)).
As used in this section-
The term "cost" means the cost of the interest in silver bullion to the transferor,

except that (a) in case of silver bullion produced from materials containing silver
which has not previously entered into industrial, commercial, or monetary use,
the cost to a transferor who is the producer shall be deemed to be the market price
at the time of production determined in accordance with regulations issued here-
under; (b) in the case of an interest in silver bullion acquired by the transferor
otherwise than for valuable consideration, the cost shall be deemed to be the cost
thereof to the last previous transferor by whom It was acquired for a valuable
consideration; and (c) in the case of any interest in silver bullion acquired by the
transferor in a wash sale, the cost shall be deemed to be the cost to him of the
interest transferred by him in such wash sale, but with proper adjustment, in
accordance with regulations under this section, when such interests are in silver
bullion for delivery at different times.
The term "transfer" means a sale, agreement of sale, agreement to sell, memo-

randum ,of sale or delivery of, or transfer, whether made by assignment in blank
or by any delivery, or by any papetror agreement or memorandum or any other
evidence of transfer or sale; or means to make a transfer as so defined.
The term "interest in silver bullion" means any title or claim to, or interest in,

any silver bullion or contract therefor.
IThe term "allowed expenses" means usual and necessary expenses actually

incurred in holding, processing or transporting the interest in silver bullion as
to which an interest is transferred (including storage, insurance, and transporta-
tion charges but not including interest, taxes, or charges in the nature of over-.
head), determined in accordance with regulations issued hereunder.
The term "memorandum" means a bill, memorandum, agreement, or other

evidence of a transfer.
The term "wash sale" means a transaction involving the transfer of an interest

in silver bullion and, within thirty days before or after such transfer, the acquisi-
tion by the same person of an interest in silver bullion. Only so much of the
interest so acquired as does not exceed the interest so transferred, and only so
much of the interest so transferred as (toes not exceed the interest so acquired,-
shall be deemed to be included in the wash sale.
The term "silver bullion" means silver which has been melted, smnelted, or

refined and is in such state or condition that its value depends primarily upon the
silver content and Pot upon its form. CThe Secretary is authorized to issu, with
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the approval of the President, such rules and regulations as the Secretary may
deem necessary or proper to carry out the purposes of this section, or of any
order issued hereunder.

[As used in this section-
[The term "person" means an individual, partnership, association, or cor-

poration;
['The term "the continental United States" means the States of the United

States, the District of Columbia, and the Territory of Alaska.]
The term "person" means an individual partnership, association, or corporation.
The Secretary is authorized to issue, vitA the approval of the President, such rules

anid regulations as the Secretary may deem necessary or proper to carry out the pur-
poses of this section.
SI-C. 2887. DRAWBACK ON SPIRITS.

distilled spirits upon which all taxes have been paid may be exported, with the
privilege of drawback, and in distillers' original casks or packages, containing!iot less than twenty wine gallons each, on application of the owner thereof to the
collector of customs at any port of entry, and under such rules and regulations, and
after making such entry as may be prescribed by law and by the Secretary. The
entry for such exportation shall be in triplicate, and shall contain the name of the
person applying to export, the name of the distiller, the name, of the district in
wshich the spirits were distilled, the name of the vessel by which, and the name of
the port to which, they are to be exported; and the form of the entry shall be
as follows:

EXPORT ENTRY OF DISTILLED SPIRITS ENTITLED TO DRAWBACK

Entry of spirits distilled by , in district, State of
to be exported by ,in the --,whereof is master,
boundt-
And the entry shall specify the whole number, of casks or packages, the marks

and serial numbers thereon, the quality or kind of spirits as known in commerce,
the number of gauge or wine gallons and of proof gallons; and-the amount of the
tax on such spirits shall be verified by the oath of the owner of the spirits, and that
the tax has been paid thereon, and that they are truly intended to be exported
to the port of , and not to be relanded within the limits of the United
States. One bill of lading, duly signed by, the master of the yessel,. shall. be
deposited with said collector, to be filed at his office with the entry retained by
him. One of said entries shall be, when the shipment is completed, transmitted
to the Secretary, to be recorded and filed in his office. -The lading on board said
vessel shall be only after the receipt of an order; or~perinit signed by the collector
of customs and directed to a customs gauger, and aWter each a or package shall
have been distinctly marked or branded by said gauger s follows: "For export
from U. S. A.,"' and the tax-paid stamps thereon obliterated. The casks or
packages shall be inspected and gauged alongside of or on the-yesset by the gauger
designated by said collector, under such rules and regulations asi e Secretary
may prescribe; and on application of the said collector it shall be the duty of the
surveyor of the port to designate and direct one of the customhouse inspectors to
superintend such shipment. And the gauger aforesaid shall make a full return of
such inspection and gauging in such form as may be prescribed by the Secretary,
showing by whom each cask of such spirits was distilled, the serial number of the
cask, and Lby] of the tax-paid stamp attached thereto, the proof and quantity of
sulch spirits as per the original gauge-mark on each cask, and the quantity in proof
and wine gallons as per the gauge then made by him. And said gauger shall certify
on such return that the shipment has been made, in his presence, on board the
vessel named in the entry for export, which return shall be indorsed by said custom-
house inspector certifying that the casks or packages have been shipped under
his supervision on board said vessel, and the tax-paid stamps obliterated; and
the said inspector shall make a similar certificate to the surveyor of the port,
endorsed on or to be attached to the entry in possession of the customhouse.
A drawback shall be allowed upon distilled spirits on which the tax has been

paid and exported to foreign countries, under the provisions of this section, when
exported as herein provided for. The drawback allowed shall include thetaxes
levied and paid upon the distilled spirits exported, and the rate of drawback shell
be equal to the rate of the internal tax paid in respect of the distilled spits
exported but shall not exceed a rate of $2.265 (or,-inthe cm of brandy, $2) per
proof gaflon, as per last gauge of said spirits prlor to exportation, and shall be
due and payable only After Ahe proper entries Ave been made and Med and aU
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other conditions complied with as hereinbefore required, and on filing with the
Secretary the proper claim, accompanied by the certificate of the collector of
customs at the port of entry where the spirits are entered for export that such
spirits have been received into hii custody and the tax-paid stamps thereon
obliterated; and the Secretary shall prescribe such rules and regulations in relation
thereto as may be necessary to secure the Treasury of the United States against
frauds.
SEC. 2901. LOSS ALLOWANCES.

* * * * * *
(b) ACCIDENTAL FIHE OR OTHER CASUALTY.-The Secretary, upon the produo-

tion to him of satisfactory proof of the actual destruction by accidental fire or
other casualty, and without any fraud, collusion, or negligence of the owner thereof,
of any distilled spirits, while the same remained in the custody of any officer of
internal revenue in- any internal revenue bonded warehouse or of any grape
brandy withdrawn for use in the fortification of sweet wines and destroyed prior
to suhai use while stored in the fortifying room on the winery premises, and before
the tax thereon has been paid, may abate the amount of internal revenue taxes
accruing thereon, and may cancel any warehouse bond, or enter satisfaction
thereon, in whole or in part, as thbe case may be. And if such taxes have been
collected since the destruction of said spirits or grape brandy, the said Secretary
shall refund the same to the owners thereof out of [any moneys in the Treasury
not otherwise appropriated] annual appropriations from the general fund of the
'Treastery. And when any distilleci spirits are (estroyed by accidental fire or other
casualty, without any fraud, collusion, or negligence of the owner thereof, after the
time when the same should have been drawn off by the storekeeper-gauger and
place(i in the internal revenue bonded warehouse provided by law, no tax shall be
collected on such spirits so destroyed, or, if collected, it shall be refunded upon the
l)rodluction of satisfactory lnroof that the spirits were destroyed as herein specified.
When the owners of distilled spirits or grape brandy in the cases provided for-by
this section may be indemnified against such tax by a valid claim of insurance, for
a sunm greater than the actual value of the distilled spirits or grape brandy before
and without the tax being paid, the tax shall not be remitted to the extent of such
insurance.

* * * * * * *

SEC. 3170. TRANSFER AND DELEGATION OF POWERS.
The Secretary is authorized to confer and impose upon the Commissioner and

any of his assistants, agents, or employees, and upon any other officer, employee, or
agent of the Treasury Department, any of the rights, privileges, powers, duties,
and protection conferred or imposed upon the Secretary, or any officer or employee
of the Treasury Department, [or] by any law now or hereafter in force relating
to the taxation, exportation, transportation, manufacture, possession, or use of, or
traffic in, distilled spirits, wine, fermented liquors, or denatured alcohol.
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