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AMENDMENTS TO THE INTERNAL REVENUE CODE

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

Mr. HAarrisoN, from the Committee on Finance,éubmitted the
following

REPORT
[To accompany H. J. Res. 60]

The Committee on Finance, to whom was referred the joint resolu-
tion (H. J. Ros. 60) to amend the Internal Revenue Code, having
had the same under consideration, report favorably thercon 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. 64, 77th Cong., 1st sess.)

The Committee on Ways and Means, to whom was referreg 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 thoe 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. ) ‘ A

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: R T
, o JANUARY 10, 1941},
Hon, RorerT L. DOUGHTON, o - ‘ ;
Chairman, Commitiee on Ways and Means, - ‘ .
_ ' House of Represenlatives, Washington, D. C, . - "
My DearR MR, CuairmaN! There is enclosed herewith a joint resolution, pre-
pared by the staff of the Joint Committee on Internal Revenue Taxation and‘the
Treasury Department, to aménd the Internal Revenue Code. The.propoged
amendments are clerical in nature, and are intended to correct certain technical
errors which oceurréd in the complicated process of odifying the internal revenue
laws. No substantive changes in the basic statutes incorporated in'the internal,
Revenue Code are made by the proposed amendments, Theamendments when
enacted would take effect as of the date of enactment of the Internal Revenue

Code,
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It seems desirable that the joint resolution be adopted at the earliest opportare
time in order that both taxpayers and the Federal Government will not be harmed
by the errors that occurred in the codifieation of the internal revenue laws.

Sincerely,
Jonn I.. SuLLivaN,
Acting Secrclary of the Treasury.

DETAILED STATEMENT

There follows an explanation of each of the amendments proposed.

AMENDMENT TO SECTION 27 (C)

This amendment repairs an omission from the final sentence of sec-
tion 27 (¢) of the Revenue Act of 1938, as codified.

The subseetion provides for the computation of the dividend carry-
over, one of the components of the corporation dividends paid credit.
While the dividend carry-over is “from the two preceding taxable
yvears,” it is affected under the Revenue Act of 1938, and should be
afleeted under the code, by the excess, if any, of the basie surtax credit
for the third preceding taxable year over the adjusted net income for
that year. For the purposes of section 27 (¢) of the Revenue Act of
1038, the carliest “third preceding taxable year” began in 1936, by
specifie provision of section 27 (¢) (1) (B). Since the first taxable
year under the code, for income-tax purposes, began in 1939, the
earliest “third preceding taxable yvear” thereunder, for the purposes
of code section 27 (¢), would likewise begin in 1936.

The ceffect of taking into account any excess of the basic surtax
credit for the third preceding taxable year over the adjusted net income
for that year is to inerease the dividend carry-over, to the same extent
that it would have been inereansed thereby had not title I of the Revenue
Act of 1938 been superseded, in respect of income-tax taxable years
beginning after December 31, 1938, by chapter 1 of the code.

The amendment affeets dividend carry-overs only to taxable years
beginning in 1939, and, of such carry-overs, only those aflected by
the excess mentioned.

AMENDMENTS TO S8BECTION 113 (A) (11)

These amendments perfect the codification of section 113 (a) (11)
of the Revenue Act of 1938 by the inclusion of references to section 141
of that act. Such references appear in the basie section.

The amendments are required for the reason that title I of the
Revenue Act of 1938 was not superseded ab initio by chapter 1 of the
code but remained in effect for taxable years beginning after Decomber
31, 1937, and before January 1, 1939, The existing scection 113 (a)
(11) of the code omits the provisions of the hasic section, to the extent
that they related to the determination of the basis of property ac-
quired during such taxable years in eases where a consolidated return
was filed under section 141 of the Revenue Act of 1938, The same
is true of provisions governing adjustments to the basis of property
held during such & period (if a consolidated return was made) in
respect of items relating to that period. The amendments repair
these omissions,
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AMENDMENTS TO SECTION 504 (A)

These amendments prevent the use, as a deduction from ‘‘sub-
chapter A net income” in determining “undistributed subehapter A
net income,” of any dividends paid:in a taxable year beginning in
1939, which were allowed, under section 405 (¢) of the Revenue Act of
1938, as a deduction from “title IA net wcome” in. determining
‘“undistributed title IA net income’ for a taxable year beginning in
1938. The existing scetion 504 () of the code might permit such a
double deduction inasmuch as it specifically denies it only as to divi-
dends for which treatment as dividends paid in the preceding taxable
vear is claimed-under section 504 (¢).  Dividends treated as paid'in a
tarable year beginning in 1938, though actually paid in the succeeding
taxable year, would be claimed under section 405 (¢) of the Revenue
Act of 1938. '

The words “beginning after December 31, 1937, are inserted after
“any preceding taxable year” in order to make it clear that the latter
expression in this instance includes a taxable year carlier than one
beginning after December 31, 1938, which is the general limitation
coverning the application of chapter 1 of the code.

AMENDMENT TO SECTION 6504 (B)

This amendment restores the punctuation of the basic provision,
section 405 (b) of the Revenue Act of 1938.

AMENDMENT TO SECTION 6504 (C) 8) (A)

The immediate effect of this amendment is to require that, for the
L)urposes of the subparagraph, dividends paid during a taxable year

eginning in 1939 be reduced by the amountthercof allowed under
section 405 (c¢) of the Revenue Act of 1938 as a deduction from “‘title
1A net income” in determining “undistributed title IA net income’’
for n taxabloe 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 computing ‘““undis-
tributed subchapter A net income’ for the preceding taxable year
beginning in 1939,

The reduction is the same that would have obtained under the basic
provision (section 405 (c) (3) (A) of the Revenue Act of 1938) had it
not been superseded by section 504 (c) (3) (A) of the code.

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

Under this amendment, that portion of deficiency dividends paid
with respect to which credit against an un{mid dehciency, or credit
or refund, or both, of a deficiency paid are allowed is to be subtracted
from the basic surtax credit for the taxable year of distnibution,
whether such refund or eredit, or both, are allowed under section 407
of the Revenue 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
IA of the Revenue Act of 1938, the allowance of the refund or credit
is governed by section 407 of that title. -



4 AMENDMENTS TO THE INTERNAL REVENUE CODB

An unpaid deficiency, to qualify as a subject of credit, must be
established 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 asserted deficiency, to qualify as a subject or credit
or refund, or both, must be established, by a decision of the Board
that has become final, by u closing agreement, or by a final judgment
in a refund suit, as a payment, in whole or in part, of an actual defi-
ciency at the time when made. Accordingly, in the case of a defi-
ciency with respeet to a tax imposed by title 1 of the Revenue Act
of 1938, the credit and refund provisions of subscctions (a) and (b)
of section 407 of that act will remain applicable, in some instances,
for a number of years. The basic surtax credit for the purposes of
computing tax under subchapter A of chapter 2 of the code will
therefore be affected by any such application.

AMENDMENT TO SECTION 506 (¢) (2) (B)

Seetion 506 (¢) (2) (A), as indicated in the above statement in
explanation of the amendment proposed thereto, relates to the eflect
of deficiency dividends paid in any taxable year on the basic surtax
credit (one of the components of the dividends paid credit) for that
taxable year. ‘

Section 506 (¢) (2) (B) relates to the effect of deficiency dividends
on the dividends paid credit for the taxable year preceding the taxable
year in which the deficiency dividends are paid.

The existing provision of the code, derived from secction 407 (c)
(2) (B) of the Revenue Act of 1938, disallows the inclusion, under
scction 504 (c), of deficiency dividends paid in any taxable year in
the dividends paid credit for the preceding taxable year, to the
extent of the portion of such deficiency dividends with respect to
which the eredit under section 504 (a) or the credit or refund, or both,
under section 504 (b), are allowed.

The effect of the amendment proposed is to extend such disallow-
ance to deficiency dividends witﬂ respect to which credit is allowed
under section 407 (a) of the Revenue Act of 1938, or credit or refund,
or both, under scction 407 (b) of that act.

As in the case of the amendment proposed to section 506 (c) (2) (A),
this amendment is designed to remedy a defect in the code which,
as explained thereunder, might wholly disappear only after a consider-
able period.

AMENDMENT TO SECTION 812 (C)

This subsection is derived from section 303 (a) (2) of the Revenue Act
of 1926, as amended in full by scction 806 (a) 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 |
under the Revenue Act of 1932, . ,

Its effect is to restore the deduction, allowed under basic law, in
respect of property included in the gross estate, where such property
was acquired by gift by a decedent (dying after the date of the enact-
ment of the code) within 5 years prior to his death and in respect of
which l‘pmperty a gift tax was paid under the Revenue Act o? 1932..
The gift tax provisions of the code, derived from those of the Revenue
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Act 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 ianguage of the code omits the credit, allowed
under the basic provision, for gift taxes paid under the Revenue
Act of 1932. .o

The substitution of “this subchapter” for “chapter 3" effects a
preferable 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.
The basic provision, section 301 (¢) of the Revenue Act of 1926
(section 301 (b) of the Revenue Act of 1926 as amended in full by
scction 802 (a) of the Revenue Act of 1932), referred to ‘‘the tax
imposed by ubdivision (a)” of that section, wi)ich applied to estates
both of resient and rionresiden 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 thercin to the gift tax
imposed by the Revenue Act of 1932,

AMENDMENTS TO BECTION 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
Revenue Act'of 1932 o ‘ . ,

The substitution of “813 (a) (2)” for “813 (b),” at the end of

Ym'ngmph (1), is made for the reason that “section 301 (b) of the
{evenug Act of 1926, as amended by this Aect,” found in the basic
provision, appears to reféer 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-
cent credit, appears to ;i{'eclude 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 the construction that it means
the amendment made by section 801 of that act. The subject matter.
further, requires the construction effected by the amendment.
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AMENDMENT TO SECTION 1636

This amendment corrects an error of reference. Section 607 of the
Revenue Act of 1934, the provision appropriately in reference, is
codified in scetion 3661 of the code.

A like amendment to section 1430 of the code was made by section
9C3 of the Social Security Act amendments of 1939,

AMENDMENT TO SECTION 1806

The portion of this section proposed to be amended was derived
from sections O and 10 of the Silver Purchase Act of 1934, the para-
graph relating to the issnance of rules and regulations being derived
from scetion 9: and the definition of the term “the continental United
States,” from scetion 10, The remaming portion of I. R. C. 1805
was derived from subdivision 10 of schedule A of title VIIT of the
Revenue Act of 1926, as added to that schedule by section 8 of the
Silver Purchase Act.

The amendment effects the elimination of the definition mentioned
a definition which is useless inasmuch as the term “the continental
United States” does not appear elsewhere in I. R, C. 1805. It ap-
pears in secetion 3 of the Silver Purchase Act, which section is properly
omitted from the code.

The amendment also effeets the elimination, from the paragraph
relating to the issuance of rules and regulations, of the words “or
of any order issued hereunder.””  These words are without signifi-
cance in the seetion for the reason that the only provisions for the
issnance of orders under the Silver Purchase Act are found in sec-
tions 6 and 7 thereof, which sections also are properly omitted from
the eode, A

The climinations mentioned in no way impair the effectivencss of
the related provisions of the Silver Purchase Act, since the code
repealed laws and parts of laws codified therein only to the extent
they related exclusively to internal revenue, Having no such rela-
tion, the provisions in question were not repealed by reason of their
incorporation in the code,

The transposition of the definition of the term “person’” and of
the paragraph relating to rules and regulations accomplishes an im-
provement of form and permits avoidance of repetition of the words
“As used in this section-—"",

AMENDMENT TO SECTION 2887

This amendment correets a typographical error in the codification
of R. 8. 3329, as amended.

AMENDMENT TO SECTION 2901 (B)

This amendment perfects the codifieation of R. S, 3221, as amended
by incorporating therein the effect of the superseding provisions of
section 2 of the Permanent Appropriation Repeal Act, 1934 (June 26,
1934, ch. 7566, 48 Stat. 1225), so far as they affect the appropriation
involved.
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Section 2 (a) of the cited repeal act reads as follows, so far as
material here:

IfTective July 1, 1935, the Permunent appropriations under the appropriation
titles listed in subsection (b) of this seetion are repealed, and such portions of any
Acts as make permanent nppmpriations to be expended under such accounts are
amended o as to authorize, in licu thercof, annuul appropriations from the
reneral fund of the Treasury in identical terms and in such amounts as now pro-
vided by the laws providing such permanent appropriations, *  *  *

AMENDMENT TO SECTION 3170

This amendment corrects a typographical error in the codification of
the second paragraph of section 5 of the act of June 25, 1936 (ch. 815,
49 Stat. 1929). The words omitted in the code provision were “by
this Act’’; the words intended to be omitted were “by this Act, or”,

Erreerive DATE OF AMENDMENTS

The scetions of the Internal Revenue Code amended by the joint
resolution are to have effeet as if such sections, as so amended, had
heen enacted in the Internal Revenue Code on February 10, 1939, the
date of the enactment of the Internal Revenue Code.

The general language of seetion 2 of the joint resolution is employed
in recognition of the fact that not all the sections proposed to be
amended have the same effective date or are effective with respect to
the same taxable periods.

Cuaxces IN ExisTing Law

In compliance with parageaph 20 of rule N1IT of the Rules of the
House of Representatives, changes in existing law made by the joint
resolution are shown as follows (existing law proposed to be omitted
s enclosed in black brackets; new matter is printed in italic; existing
Inw in which no chanee is proposed s shown in roman)

Amended provisions of the Internal Revenue Code:

NEC 27 CORPORATION DIVIDENDS PALD CREDIT,
+ * * * *
ey Invipexp Carry-Over —~There shall be ecomputec with vespecet to ench

taxable year of a corporation a dividend carryv-over to sueh vear from the two
preceding taxable yenars whieh shall consint of the suin of -

(13 The amount of the basic snrtax credit for the second preceding taxable
vear, reduced by the ndjusted net income for sueh year. and further reduced
by the amount, if any by which the adjusted net income for the firet pre-
ceding taxable vear exceeds the sum of -

{A) The basic surtax eredit for such vear: and
(1Y The excess if any of the basic surtax credit for the third pre-
ceding taxable vear over the adjusted net income for sueh vear: and

(2) The amount if any. by which the basic surtax eredil for the frst pre-
ceding taxable vear exeeeds the adjusted net ineome for such vear

In the case of a preceding taxable vear referred to in this subsection, which
begins in 14936 or 1937 the adjusted net income shall be the adiusted net income
as defined in section 14 of the Revenue Act of 1936 and the basic surtax credit
shall be only the dividends paid eredit computed under the Revenue Aet of 1836
without the benefit of the dividend earrv-over provided in section 27 'b) of such
Act  In the case of n preceding taxable vear, referred to in this subsection which
beging in 1903%, the adiusted net ineome shall be the adjusted net income aa
defined in seetion 13 () of the Revenue Act of 1038, 62 Stat 455 and the basio

B Repte., 77-1, vol 1- -0l
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surtax credit shall be the basic «urtax credit as defined in section 27 of the Rev-
enue Act of 19138, 52 Stat. 468,
* * « * * * *
SEC. 113, ADJUSTED BASIS FOR DETERMINING GAIN OR LOSS.
(a) Basis (UnamyusteEd) oF Prorerry.~—The basis of property shall be the
cost of such property: except that--—
* * * * * * »

(11) PROPERTY ACQUIRED DURING AFFILIATION.—In the case of property
acquired by a corporation, during a period of afliliation from a corporation
with which it was aftiliated, the basis of such property, after such period of
aflilintion, shall be determined, in accordance with regulations preseribed by
the Commissioner with the approval of the Secretary, without regard to intet=
company transactions in respeet of which wain or loss was not recognized.
For the purposes of this paragraph, the termm “period of affiliation” means
the period during which such corporations were afliliated (determined in
accordance with the law applicable theretd) but does not include any taxahle
yvear beginning on or after January 1, 1922 unless a consolidated return was
made nor any taxable year after the taxable year 1928, The basis in casa
of Prnmrty acquired by a corporation during any period, in the taxable year
1029 or any subsequent taxable year, in respect of which a consolidated
return i= made by such corppration under section 141 of this chapter or the
Revenue Act of 1928, 45 8tat. 831, or the Revenue Act of 1932, 47 Stat 213,
or the Revenue Act of 1934, 48 Stat, 720, or the Revenue Act of 1936, 49 Stat.
1695, or the Revenue et of 1938, 62 Stai 608, shall be determined in accordance
with regulations prescribed under seetion 141 (b) of this chapter or the
Revenue Act of 1928 or the Revenue Act of 1932 or the Revenue Act of 1934
or the Revenue Act of 1936 or the Revenue Aet of 1988.  The basis in the case
of property held by a corporation during any period, in the taxable year 1929
or any subsequent taxable year, in respect of which a consolidated return iv
made by sueh corporation under seeticn 141 of this chapter or the Revenue
Act of 1928 or the Revenue Act of 1932 or the Revenue Acet of 1934 or the
Revenue Act of 1936 or the Revenue Act of 1938, shall be adjusted in respect
of any items relating to such lwrio(l. in accordance with regulations prescribed
under section 141 (b) of this chapter or the Revenue Act of 1928 or the
Revenue Act of 1932 or the Revenue Act of 1934 or the Revenue Act of 19308
or the Revenue Act of 1938, applicable to such period

* * * * L] t 3
SEC 801 UNDISTRIBUTED SUBCHAPTER A NET INCOME.

For the purpases of this subehiapter the term “undistributed subchapter A net
neome' means the subchapter A net income (as defined in section 505) minus—

(&) The nmount of the dividends paid credit provided in section 27 (a) without
the benefit of paragraphs (3) and (4) thereof (computed without its reduction
under section 27 (b) (1), by the amount of the eredit provided in section 26 (a)
relating to interest on certain obligations of the United States and Government
corporations): but, in the computation of the dividends paid eredit for the pur.
poses of this subehapter, the amount allowed under subrection (¢) of this section
or of section 406 of the Revenue Acl of 1558 in the computation of the tax under
this subchapter or under Title 1A of the Revenue Ael of 1988 for any preceding
taxable year beginning after December 81, 1937, shall be considered as a dividend
paid in such preceding taxable year and not in the year of distribution, and, in
the computation of the dividend earry-over for the ;)ur oses of this subchapter.
the term "adjusted net income’” as used in gection 2 (c;) means the adjusted net
income minus the deduction allowed for Federal taxes under section 505 (a) (1):

(1Y Amounts used or irrevocably wet sside to pay or to retire indebtedness of
any kind incurred prior to January 1, 1934, if such amounts are reasonable with
reference to the size and terimg of sueh indebtedness;

(¢) Dividends paid after the close of the taxable year and before the 15th day
of the third month following the close of the taxable year, if claimed under this
subeection in the return. but only to the extent to which sueh dividends are in-
cludible, for the purposes of chapter 1, in the computation of the basic surtax
credit for the vear of distribution; but the amount allowed under this subsection
shall not exceed either:

(1) The accumulnted ecarnings and profits as of the cluse of the taxable
Year; or

(2) The undistributed subchapter A net income for the taxable year
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 tazable year beginning in 1939, by the amount allowed under
section 406 (¢) of the Revenue Act of 1988 in the compulation of the tax
ung;r) Titlfj 1A of such Act for a tazable year beginning prior to January 1,
1989.); an

(B) The consent dividends credit for the taxable year.

SEC. 606. DEFICIENCY DIVIDENDS—CREDITS AND REFUNDS,

* * * . » * *
(c) Dericiency DiviDENDS.—
* » * » » * »

(2) EFFECT ON DIVIDENDS PAID CREDIT,— .

(A) FOR TAXABLE YEAR IN WHICH PAID,— Deficiency dividends paid
in any taxable year (to the extent of the portion thereof with respeoct 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-

chagter for such year and succeeding years.

(B) For PRIOR TAXABLE YEAR.—Deficiency dividends paid in an
taxable year (to the extent of the portion thereof with respect to whic
the credit under subsection (a), or the credit or refund under subsection
(b), or both, of this s:ction or section 407 of the Revenue Act of 1938, are
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 tho 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—

. * » * » . *

{¢) ProrERTY 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 an
person who died within five years prior 1o the death of the dcoedent, 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 deoejent by gift, bequest, devise, or inherit-
ance, or which can be identified as having been aoquired in exchange for property
so received, This deduction shall be allowed only where a gift tax imposed under
chapter 4, or under TStle 111 of the Revenue Act of 1838, 47 Stal. 835. or an estate
tax imposed under this subchapter, the Revenue Act of 1926, 44 Stat. 69, or tng
prior Aot of Congress, waa finally determined and paid by or on behalf of sue
donor, or the estate of such prior decedent, aa the case may be, and only in the
amount finally determined as the value of such property in determining the value
of the {;lft, or the gross estate of such prior decodent, and only to the extent that
the value of such property is included in the decedent's gross estate, and only
if in determining the value of the net estate of the prior decedent no deduetion .
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 d ent, which was paid in whole or
in part prior to the decedent's death, then the deduction allowable under this
paragmﬂ; shall be reduced by the amount so paid. The deduction allowable
under this subseotion shall be reduced by an amount which bears the same ratio
to the amounts allowed as deductions under subsections (a), (b), and (d) as the
amount otherwise deductible under this subsection bears to the value of the
decedent’s gross eatate. Where the property referred to in this subsection con-
sists of two or more items the -ggzzgate value of such items shall be used for the
purpose of computing the deduction, :

. . . ® ) ) B
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SEC. 813. CREDITS AGAINST TAX.

(a) Girr Tax,—

(1) REVENUR AcT OF 192¢.—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 upon the death of the donor the amount thereof is required by any
provision of this subchapter to be included in the gross estate of the
decedent then there shall be credited against and applied in reduction of
the estate tax, which would otherwise be chargeable against the ecstate
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 imposed by said scction 319 with respect to a
gift or gifts which upon the death of the donor must be included in his
gross cstate and a gift or gifts not required to be so ineluded, then the
amount of the tax which shall he deemed to have heen paid with respect
to the gift or gifts required to be so included shall be that proportion of
the entire tax paid on account of all such gifts which the amount of the

ift or gifts required to be so included hears to the total amount of gifts

n that year.

(2) REVENUE ACT OF 1832 or chapler 4.—

(A) If a tax has been paid under chapter 4 or under Title 111 of the
Revenue Act of 1932, 47 Stal. 245, on a gift, and thercafter upon the death
of the donor any amount in respect of such gift is required to be included
in the value of the ﬁross estate of the decedent for the purposes of
[chapter 3] this subchapler, then there shall be credited against the tax
imposed by section 810 or 860 the amount of the tax paid under chapter
4 or under Title 111 of the Revcnue Act 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 eredit shall not exceed an amount
which bears the same ratio to the tax imposed 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
ineluded in the gross estate, bears to the value of the entire gross cstate.

(B) Feor the purposes of paragraph (A), the amount of tax paid for
any year under chapter 4 or under Title It of the Revenue Act of 1932
with respect to any property shall be an amount which hears the same
ratio to the total tax paid for such year as the value of such property
bears to the total amount of net gifts (computed without deduetion of
the specific exemption) for such year.

(b) EsTATE, SuccEssioN, I.naacy, AND INHERITANCE TAXxEs,—The tax
imposed by scction 810 or 860 shall be credited with the amount of any
estate, inheritance, legacy, or succession tuxes actually paid to any State
or Territory or the District 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 person other than the decedent). The credit allowed by this sub-
section shall not exceed 80 per centum of the tax imposed by section 810
or 860 (after deducting from such tax the credits provided by seetion 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— -

(1) 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
dayvs after the decision of the Board becomes final. -

(2) If, under section 822 (a) (2) or section 871 (h), an extension of
time hes been 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), be made if elaim therefor is filed within the period above
provided. Any such refund shall be made without interest.

* * * * » * ]

SEC. 861. NET ESTATE.

(a) Debuctions ALLowep.—For the purpose of the tax the value of the net
estate shall be determined, in the case of a nonresident not a citizen of the United
States, by deducting from the value of that part of his gross esiate (determined
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as provided in scotion 811), which at the time of his death is situated in the
United States.—
* . . . » » »

(2) 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 lgerson 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 inheritanoe, 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 Title I1I of
the Revenue Acl of 1938, 47 Stat. 245, or an estate tax imposed under this
subohapter, the Revenue Aot of 1926, 44 Stat. 69, or any prior Act of Con-
gress, was ﬁnally 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 prodpecx;tx 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 ouly if in determining the value of the net estate of the prior decedent
no deduction was allowable under this para%mph in respect of the property
or property given in exchange, therefor, here 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 go paid. The deduction allowable under this para-
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 ccnsists of two or more items the aggregate value of such
items shall be used for the purpose of computing the deduection,

* * * . % * . * *

SEC. 036. CREDITS AGAINST TAX.

* * * x o . .

(b) (1) If a tax has been paid under chapter 4 or under. Title 111 of the Revenue

dAct of 1932, 47 Sta'. 846, on a gift, and thereafter upon the death of the donor
any amount in respect of ‘such gift is required to be included in the value of the
gross estate of the decedent for the purposes of this suhschapter, then there shall be
credited against the tax imposed by section 9356 the amount of the tax paid under
chapter 4 or under Title II of the Revenue Act of 1982 with respeoct to so much of
the property which constituted the gift as is included in the gross estate, except
‘that the amount of such oredit.(A) shall not exceed an amount. which bears t
same ratio to the tax imposed by section 9356 as the valus (at the time of the
gift or at the time of the death, whichever is lower) of so nmiuch of the property
which constituted the gift as is included in the gross estate, bears to the value of
the cntire gross estate, and (B) shall not exceed the amount by which the gift tax
paid under chapter 4 or under Tille 111 of the Revenue Act of 1982 with respect
to so much of the property as constituted the gift as is included in the
estate, exceeds the amount of the credit under section [813 (b)] 813 (a) (£).

* * ‘ *. * * * *
SEC. 1536, OTHER LAWS APPLICABLE. S . i

All provisions of law, including penalties, applicable with respect to angy tax

imposed by section 2700 or section 1800, and the provisions of section 3762])
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 subchapter

* # * * I * e L SRR

SEC. 1805. SILVER BULLION. L o .

On all transfers of any interest in silver bullion, if the price for which such
interest is or is to be transferred exceeds the total of the cost thereof and allowed
expenses, 50 per centum of the aimount of such excess. On every such transfer
there shall be made and delivered by the transferor to the transferee & memo-
randum to which there shall be atfixed lawful stamps in value equal to the tax
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thercon. Every such memorandum shall show the date thereof, the names and
addresses of the transferor and transferee, the interest in silver i)ullion to which
it refers, the prico for which such interest is or is to be transferred and the cost
thercof and the allowed expenscs. Stamps affixed under this section shall be -
canceled (in lieu of the manner provided in section 1816) by such officers and in
such manner as regulations under this section shall preseribe. Such officers shall
cancel such stamps only if it appears that the proper tax is being paid, and when
stamps 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 tranafer. The Commissioner shall abate or refund, in accordancq with
regulations issued hereunder, such portion of any tax hercunder as he finds to
be attributable to profita (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 determined, 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 any
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
;egtim} g)of the Silver Purchase ‘Act of 1934, 48 Stat. 1179 (U. 8. C., Title 31,
16 (a)).

As used in this section— .

The term ‘‘cost’”’ means the cost of the interest in silver bullion to the transferor,
cxcept 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 aecordance with regulations issued Eere—
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 (¢) 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. o

The term “4ransfer’”’ 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 paper_or 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, : .

\g‘he term ‘“‘allowed expenses’”’ means ysual and necessary expenses actually
incurred in holding, grocessing, or transporting the interest in silver bullion as
to which an interest is teansferred (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 cxceed the interest so transferred, and only so-
much of the interest so transferred as does not exceed the interest so acquired,
shall be deemed to be included in the wash sale, o

The term “silver bullion’”’ means silver which has been melted, smelted, or
refined and is in such state or condition that its value depends primarily upon the
gilver content and not upon its form. [The Seoretary is authorised to issue, with
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the approval of the President, such rules and regulations as the Secretary may
deem necessary or J)roper to carry out the purposes of this section, or of any
order issued hereunder., :

[As used in this section— . ,

['It‘pe term “person” means an individual, partnership, association, or cor-
puration; . . . L

[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, parinership, associalion, or corporation.

The Secretary is authorized to issue, with the approval of the President, such rules
and regulations as the Secretary may deem necessary or proper to carry out the pur-
poses of this section. : - o

SEIC. 2887. DRAWBACK ON SPIRITS. R

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
not 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
which the spirits were distilled, the name of the vessel by which, and the name of
the plfln't 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 ~ i3 master,
bound t6 . ‘ T -

And the entry shall specify the whole number of casks or packages, the marka
and serial numbers thereon, the quality or kind of spirits as known in commeres,
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'permit sigred by the collector
of custone and directed to a customs gauger, and after each'cask or package shall
have been distinetly marked or branded by said.gatiger: as follows: ‘‘For export
from U, 8, A,” and’ the tax-paid stamps thereon obliterated. = ‘The casks or
packages shall be inspected and gauged alongside of of ‘on the vessel'by the gauger
designated by said collector, under such rules and regulationg as the Secretary
may prescribe; and on application of the ‘said collector it shail be the duty of the
surveyor of the port to designate and direct one of the customhouse insFectors 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 [by] of the tax-paid stamp attached thereto, the proof and quantity of
such 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 rnade, in his presence, on hoard 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,
indorsed 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 the taxes
levied and paid upon the distilled spirits exported, and the rate of drawback shall
be equal to the rate of the internal tax paid in respeoct of the distilled spirita
exported, but shall not exceed a rate of $2.25 {or,-in-the case of brandy, $2) per
proof gaflon, as per last gauie of said spirits prior to exportation, and shall be
due and payable only after the proper entries have been made and filed and all




14 AMENDMENTS TO THE INTERNAL REVENUE CODE

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 his custody and the tax-paid stamps thereon

obliterated; and the Secretary shall prescribe sueh rules and regulations in relation
thergto as may be neccessary to secure the Treasury of the United States against
frauds,

SEC. 2001. LOSS ALLOWANCES.
* * * * * » ¥
(b) AccipENTAL F1rE OR OTHER CAsuALTY.~—~The Secretary, upon the produe-
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 such 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
aceruing thereon, and may cancel any warehouse bond, or enter satisfaction
thereon, in whole or in part, as the case may be. And if such taxes have been
collected since the destruction of sald 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
Treasury. And when any distilled spirits are destroyed 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 hy the storekeeper-gauger and
placed 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
yroduction of satisfactory proof that the spirits were destroyed as herein specified.
hen 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 ¢laim of insurance, for
a sum 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
traflic in, distilled spirits, wine, fermented liquors, or denatured alcohol.

O

*



