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Arnu 4, 1932
Read twice and referred to the Committes on Finance

(Part printed In italic is new matter; part strock through is pressnt law propossd to be
omitted ; part In Roman type is present law in which no change is preposed)

AN ACT
Te reduce and equalise tanation; provide revenue; and for other
PHIposes:

To provide revenue, equalize tazation, and for other purposes.
( Be it enaoted by the Serilte thd Howse of Repreésenta-
9 tives of the United States of A in OGongress assenibled,
3 That this Act, divided into titles and sections according to
4 the following Table of Contents, may be cited as the
5 “Revenue Act of 1088 1932 ”:

BEST AVAILABLE GOPY
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TITLE I—INCOME TAX

SUBTITLE A—INTRODUCTORY PROVISIONS
SEC. L. APPLICATION OF TITLE.

The provisions of this title shall apply only to the tax
able year 1828 1932 and succceding taxable years. Income,
war-profits, and excess-profits taxes for taxable years pre-
ceding the taxable year 1838 1932 shall not be affected by
the provisions of this title, but shall remgin subject to the
applicable provi;aions of prior revenue Acts, except a8 such
provisions are modified by Titles 1H; I¥; end ¥ Title 1X
or section 811(c) of this Act 61,' by legislation enacted sub-
sequent to this Act, L p

i

SEC. 2, CROSS REFERENCES. U

The cross references in this title to other portions of
the title, where the word {‘seg” is used, are made only

i+ for convenience, and shall be given no legal effect, .
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SEC. 8. CLASSIFICATION OF PROVISIONS.
The provisions of this title arc herein olassified and
designated se—
Subtitle A—Introductory provisions,
Subtitle B—~Qeneral provisions, divided intu
Parts and sections,
Subtitle C—SBupplomental provisions, divided
into Bupplements and sections.
SEC. 4 SPECIAL CLASSES 0!" TAXPAYERS.

The application of the General Provisions and of
Supplements A to D, inclusive, to each of the following
special classes of taxpayers, shall be subject to the exceptions
and additional provisions found in the Supplement applicable
to such class, as follows:

(a) Estates and trusts and the beneficiaries thereof,—
Supplement E.

" (b) Members of partnerships,—Supplement F.

(0) Insurance companies,—Supplement G.

(;l) Nonresident alien individuals,—Supplement 11.

(e) Foreign corporations,—Supplement I, |

(f) Individual citizens of any possession of the United
States who are not otherwise citizens of the United States
and who are not residents of the United States,—Bupple-

ment J,
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18
14
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17
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20
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9

(g) Individual cigizens of the United States or dorges-

tio corporations, satisfying the aonditions of saction 251:by

reason of deriving a large portion of their gross inogme

from sourees within a possession of the United Btateg—
Supplement J. d

(h)  China Trade Aot corporations,—Supplement;,K.

SUBTITLE B—GENERAL PROVISIONS .

'

Part ]—Rates of Tax .

8EC, 11. NORMAL TAX ON INDIVIDUALS |

There shall be levied, collected, and paid for emch
taxable year upon the net income of every individugl; a
normal tax equal to the suw of the following: .

(a) 4 per eentum 2 per centum of the first $4,000
of the amount of the net income in exocess of the credits

against net income provided in section 25; 3

(b) 8 per eentum 4 per centum of the next $4,000
of such excess amount; and 3
() & per sastum 7 per cenium of the remainder
~ of such excess amount. |
SEC. 12. BURTAX ON INDIVIDUALS. g
(a) Rates or BusTAx.—There shall be levied, ieol-
~ lected, and paid for each taxable year upon the net inceme
of every individual a surtax as follows:



CHECEE S bt B pet gk pek Gk b ek peb b

10
Upon o not income of $10/000 there shall be ne
surian] upon ned incomes in emecss of $10/000 and net
in enocess of $14,000y 4 por contum of such excessy
$40 upon not incomes of §14-0001 and wupon net
incomes in execoss of $14,000 and net in snvcss of
$16,000y § per contum in addition of such excess:

/00" $00 wpen uet incomen of $16/0064 and upon nel

ineomen in excess of $16/000 and not in exncess of
$18,000y 8 per eentum in addition of sach omecss:

- §140 upon net incomes of $18,0001 and upon net
incomes in oxoeos of $18,000 and net in emeess of
$30,000; 4 per centum in addition of sack exosssr '

$330 upen not incomes of $30,000; and upen net
incomes in exeess of $00,000 and mot in execod of
$83;000; b per centam in addition of sueh exeess;

$330 upen net ineomes of $35,000; and upon net
ineomes in excess of $35,000 and noi in excess of
$84,000; 8 per eentum in nddition of meh excess:

$440 upon net incomes of $84,000+ and upen net
inootmnos in emeesd of $94,000 and’ not in exoosy of
$96/000; 7 per centum in addition of suel excees; '

" $390 upon net incomes of $58,0001 and upon net
incomes in execss of $98,000 and ot in 'exoosy of
MSwminoddiﬁenoinehm
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. meb incemses in encess of $89/000 and net in enceng of

$86/000; 0 per contum in oddition of such ex®m:

v e inconses in euoces of $86/000 and mot in oxcesd of

$40/000; 10 per contum in addition of suck exoess: |
. $3y800 wpen nel incomes of $40/0004 and dpon
20 incomes in eucess of $40,000 and not in excesy of

© - 44000y 41 por contum in addition of meh oxncessi:

- $iy40 wpon net incomes of $44,0004 and wpbn
et incomes in encess of $44,000 and not in exeomdiof
$48,000; 13 por eentwm in addition of such oxenhe:

$5,780 wpon net incomes of $48,0001 and upbn
b incomes in enoces of $48,000 and nob in excess of
$58,000, 18 per contan in addition of such oxeess; :

$3,340 upen met incomes of $52,0001 and upon
nel incomes in enotes of $58,000 and not in excem of

- §56,/000; 14 per contum in addition of sich emeesss

$8,800 upen net incomes of $56,0001 and upon

not incemes in emocss of $56,000 and not in exocss of
$60,000; 15 per contam i addition of veh excces;

. $4/400 upon net incomes of. $60,000; and upon

- meb imoomes in exooes of $60,000 and not in excces of
© . §04/000y 46 per contame in addition of such exeess:
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§5/040 apen neb incomes of $86,0001 and upen
nob iricomes i cncem of §64/000 and: notin encem of
470000y 41 per comtum i oddition of such emases

$8/000 upon nob incemses of $70,0001 and upon
nob incemes in euoess of $70/000 and aotin encess of
$80/000; 18 per contum in addition of such entess:

$%800 upen uc) incsmes of- §80,000¢ and upon
nob incemes in eucess of $80,000 and neb in omeoss of
$100/000y 10 per contum in addition of such excossy

$11,660 upon net insomes of $100,000¢ and upon
net ineomes in encess of $100,000 in addition 30 per
ocntom of sach exccss.

Upon a net income of $6,000 there shall be no
surlaz; upon nel incomes in exvess of $6,000 and nol_
in excess of $10,000, 1 per centum of swch exosss.

$40 upon nel inoomes of $10,000; and upon wet

‘tncomes w exoess of $10,000 and not.in excess of

$14,000, 2 per centum in addition of swch excess.
$120 upon net incomes of $14,000; and upon net

‘inoomes in exoess of $14,000 and not in excess .of
.$16,000, .8 per centum in addition ofcuh axoess.

 $180 upon net incomes of $16,000; and upon net

‘inoomes in exoess of $16,000 and nob.in excess of

$18,000, 4 per centum in addition of meh excess. .
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$960 upon net incomes of $18,000; and upon net
inoomes in exoess of $18,000 and not im excess of
$30,000, 5 per centum in addition of swok excess.

- $960 upon net incomes of $30,000; and upon net
inoomes tn eaxoess of $30,000 and not in excess of
$39,000, 6 per oentum in addition of suoh excess.

$480 upon net incomes of $22,000; and upon nat
tnoomes in exoess of $28,000 and not in excess of
$24,000, 7 per centum in addition of such excess.
$620 upon net incomes of $24,000; and upon net’
tincomes in exoess of $24,000 and not in ercess of!
$86,000, 8 per centum in addition of swoh excess.
$780 upon net incomes of $26,000; and npon net!
incomes tn exoess of $26,000 and not in excess of
$28,000, 9 per centum in addition of such excess.
$960 upon net incomes of $28,000; and upon nit'
tncomes in ercess of $28,000 and not in excess of
$30,000, 10 per centum in addition of suoh excess. '
$1,160 upon net incomes of $30,000; and upow:
net incomes in excess of $30,000 and not in excess Of

- $38,000, 11 per centum in addition of swok excess. “

$1,380 upon net incomes of $33,000; and upon-

- met incomes in exvets of $39,000 and not in excess of:
. $84,000, 13 per centum in addition of suok excess. i
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$1,620 upon net incomes of $34,000; and upon
net incomes in excess of $34,000 and not in excess of
$36,000, 13 per centum n addition of such excess.
$1,880 “upon net incomes of $36,000; and upon
net incomes in excess of $36,000 and not in excess of
$38,000, 14 per centum in addition of such excess.
$2,160 upon net incomes of $38,000; and upon
net incomes.in excess of $38,000 and mot.in exrcess of
$40,000, 15 per centum in addition of such excess.
$2,460 upon net incomes of $40,000; and lﬂc[um
net incomes in cvcess of $40,000 am’i~ not n excess of
$42,000, 16 per centum in addition of such excess.
$2,780 upon net incomes of $42,000; and upon
net incomes in excess of $42,000 and not in excess of
$44,000, 17 per centum in addition of such excess.
$3,120 wpon net incomes of $44,000; and upon
net incomes in excess of $44,000 and not in excess of,
$46,000, 18 per centum in addition of such excess.
$3,480 upon net incomes of $46,000; and upon

net incomes n:excess of $46,000 and not in excess of.

. $48,000, 19. per. centumn in addition of such -excess.

$3,860 upon net incomes of $48,000; and upon
net incomes in excess of $48,000 and not in excess of

$50,000, 20 per centum in addition of such excess.
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$4,260 upon net incomes of $50,000; and upon
net incomes in excess of $50,000 and not in excess of
$52,000, 21 per centum in addition of such excess.
$4,680 upon net incomes of $52,000; and upon

. net incomes in excess of $52,000 and not in excess of

$54,000, 22 per centum in addition of such excess.
. &5,1,20 upon nel incomes of $54,000; and upon

net incomes in exvcess of $54,000 ard not in excess of

- $56,000, 23 per centum in addition of such excess.

$5,580 upon net incomes of $56,000; and upon

net incomes in excess of $56,000 and not in excess of

- $58,000, 24 per centum in addition of such eccess, '’

$6,060 upon net incomes of $58,000; and upon:

. net incomes in excess of $58,000 and not in excess of

$60,000, 25 per centum in addition of such excess.
.. 96,560 upon net incomes of $60,000; and upon

net incomes in-evcess of $60,000 and not in excess of

- $6R,000, 26 per centum in addition of such excess.

. 87,080 upon net incomes of $62,000; and upon

net mcomes in: excess of $62,000 and not in excess of

. 864,000, 27 per centum in addition of such- excess.
.. 97,620 upon net incomes of $64,000; and upon’
. net incomes in excess of $64,000 and not in excess of

. 366,000, 28 per centum in addition of such excess. <
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$6,180 upon net incomes of $66,000; and upon
net incomes in excess of $66,000 and not in ewcess of
$68,000, 29 per centum in addition of such excess.
$8,760 upon net incomes of $68,000; and upon
net inoomes in excess of $68,000 and not in excess of
$70,000, 30 per centum in addition of such excess.

- $9,360 upon net incomes of $70,000; and upon
net incomes n excess of $70,000 and not in excess of
$72,000, 831 per centum n addition of such excess.

- $9,980 upon net incomes of $72,000; and upon:
net incomes in excess of $72,000 and not in excess of
$74,000, 32 per centum in addition of é@ohea:cess.

$10,620 upon net incomes of $74,000; and upon
net incomes in evcess of $74,000 and not in excess of
$76,000, 33 per centum in addition of mhewcess

$11,280 upon net incomes of $76,000; and upon
net tncomes in excess of $76,000 and not in exeess of.
$78,000, 34 per centum in addition of suoh excess.

- $11,960 upon net incomes of $78,000; and tupon
net incomes i excess of $78,000 and not in excess of
$80,000, 35 per c¥mtum in addition of swoh” coess.

$12,660 u;;on net incomes of $80,000; and upon
net incomes in-excess of $80,000 and not in excess of

$85,000, 36 per centum in addition of such excess.
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$14,460 upon net incomes of $85,000; and upon

‘net incomes in excess of $86,000 and not in excess of

$90,000, 87 per centum in addition of such evcess.

$16,310 upon net incomes of $90,000; and upon

-net. incomes -n “excess of $90,000 and not in excess of

$95,000, 38 per centum in addition of such ewcess, -
$18,210 upon net incomes of $95,000; and upon
net incomes in excess of $95,000 and not in ewcess of
$100,000, 39 per centum in addition of such excess:
$20,160 upon net incomes of $100,000; and wpon
net incomes in excess of $100,000, 40 per centum in
addition of such excess.

(b) SALE oF MINES AND O1L OB GAS WELLS.—For

‘b4 -limitation of surtax attributable to sale of mines and oil ér

T

16
17
18

gas wells, see section 102.

(c) CAprraL Ner GaiNs AND Losses.—For rate

and oompritation of tax-in lieu of normal and surtax in case
of net incomes of not less than $80:800 $25,000, approxi-

1y -mately, or in case of net incomes, excluding items of capital

.90 .gain, capital loss, and capital deductions, of not less than
21 $86,000 825,000, approximately, see section 101.

22

(d) EvAsiON OF SURTAXES BY INCOEPORATION.—

.23 For tax on corporations which acoumulate surplus to evade

194 surtax on stookholders, see section 104,

- H.R.10286——2.
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- SEC. 18. TAX ON CORPORATIONS. o {

(a) RATE OF TAx.—There shall be levied, collected,

.and paid for each taxable year upon the net income of every

corporation, a tax of 12 per eentumn 134 per centum of the
amount of the net income in excess of the credits against
net income provided in section 26.

(b) ExeMpr CORPORATIONS.—For corporations ex-
empt from tax, see section 103.

(¢) IMPROPER ACOUMULATION OF SURPLUS.—For

tax on corporations which accumulate surplus to evade

. surtax on stockholders, see section 104.

SEC. 14. TAXABLE PERIOD EMBBACING YEARS WITH DIF-
FERENT LAWS. ot
If a taxable period embraces portions of two calendar
years for which the laws are different, the tax shall be
computed as provided in section 105.. - . |
Part II—Computation of Net Income -
SEC. 21. NET INCOME.

“Net income ” means the gross income computed

- under section 22, less the deductions allowed by section 28.

S8EC. 22. GROSS INCOME.

(a) GENERAL DEFINITION.—“ (Gross income” in-

. .cludes gains, profits, and income derived . from salaries,

wages, or compensation for personal service, of whatever

kind and in whatever form paid, or from: professions, vo-
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cations, trades, businesses, commerce, or sales, or dealings

in property, whether real or personal, growing out of the

- ownership or use of or interest in such property; also from

‘interest, rent, dividends, securities, or the transaction of any

business carried on for gain or profit, or gains or profits
and income derived from any source whatever,

(b) Exorusio. :RoM Gross INcoME.—The follow-
ing items shall not be included in gross income and shall be
exempt from taxation unde;' this title:

(1) LrFr INSURANCE.—Amounts received under

a life insurance contract paid by reason of the death

of the insured, whether in a single sum or in install-
ments (but if such amounts are held by the insurer
under an agreement to pay interest thereon, the in-
terest payments shall be included in gross income);
(2) ANNvrITIES, ETO.—Amounts received (other

than amounts paid by reason of th;a death of the

- insured and interest payments on such amounts)
' under a life insurance, endowment, <;r annuity con-
" -tract, but if such amounts (when added to amounts
received before the taxable year under such contract)
éxceed the aggregate premiums or consideration paid
(whether or not paid during the taxable year) then

.. the excess shall be included in gross income. In the
case of a transfer for a valuable consideration, by as-
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20
signment or otherwise, of a life insurance, endowment,

or annuify ‘contract, or any interest therein, -only the

" actoal value of such consideration and ‘the amount

‘of the premiums and other sums subsequently paid by

the transferee shall be exempt from taxation under
paragraph (1) or this paragraph; St

(3) GIFTS, BEQUESTS, AND DEVISES.—The value
of property acquired by gift, bequest, devise, or in-
heritance (but the income from such property shall
be included in gross income) ;- ' -

(4) - TAX-FREE INTEREST.—Interest upon (A)

"+ the obligations of a State, Territory, or any political
-'subdivision thereof, or the District of Columbia; or

/(B) ‘securities issued under the provisions:of the Fed-

" eral Farm Loan ‘Act, or under the provisions of such
- Act as amended; or (O) the obligations of the United

. 8tates or its possessions. Every person owning any

of the obligations or securities enumerated in clause

+(A), (B), or (O) shall, in the return required by this

title, . submit & statement showing the number and

. amount of such obligations and securities owned by him

‘and the income received therefrom, in such form and

with such information as the Commissioner may re-

‘quire. -In the case of obligations of the United States

issued -after ‘September-1, 1917 (other 'than postal
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(. savings oertificates of deposit), the interest shall be
9 - exempt only if and to the extent. provided in the re-
4~ - speoctive Acts authorizing. the issue thereof as amended

4 - .. and sopplemented, and shall be excluded from gross

5 income only if and to the extent it is wholly exempt
6 to the taxpayer from ineeme taxes the taxes imposed
7 by this title;

18 ' (6) COMPENSATION FOR INJURIES OR BSICK-
9 NESS.—Amounts received, through accident or health
10 insurance or. under workmen’s compensation acts, as
11" oompénsa,tion for personal' injuries or sickness, plus the
12 amount of any damages received whether by suit or
13 agreement on account of such injuries or sickness;
14 - (6) PENSIONS AND WORLD WAR COMPENSATION
15:.. . PAYMENTS.—Amounts received as compemaﬁon, fam-
16 ily allotments and allowances under the provisions of
17 - the War Risk Insurance and the Vocational Rehabilita-
18 tion -Acts or the World War Veterans’ Act, 1924, or as
19. . ... pensions from the United States for service of the bene-

20 ficiary or another in the military or naval forces of the

91i; i .- United.States in time of war, oras a Stgte ;pension for-
29! .. .. services rendered. by the. beneficiary or another for
23, - . which the State is paying a pension;

U, vion AP BEEDENG AND HOAN ASSOCTATIONS—ThHe:

P | SEREESTH amouat!eeewedbya& individual o6 dividends or intor-
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st from domestie building and loan acseeintions; sub-
stantially all the business of whiech iy eonfined to meking
loans to members; but the ameunt exeluded from gress
- income undor this paragraph in any lpuable year chall
- net execed $3004 '

48} (7) MinistERs.—The reutal value of a
dwelling house and appurten@ces thereof furnished to
a minister of the gospel as part of his compensation;

48} (8) MisOELLANEOUS ITEMS.—The following
itoms, to the extent provided in section 116:

Earned income from sources without the'

United States;

Salaries of certain Territorial employees;

The income of foreign governments;

Income of States, municipalities and other:
political subdivisions;

Receipts of ship owners’ mutual protection
and indemnity associatidns;

‘Dividends from China Trade Act corpora-

tions.

(c) InvENTORIES.—Whenever in the opinion of the

Commissioner the use of inventories is necessary in order

clearly to determine the income of any taxpayer, inventories.

 shall be taken by such taxpayer upon such basis as the Com-:

missioner, with the approval of the Secretary, may prescribe’
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a8 conforming as nearly as may be to the best accounting
practice in the trade or business and as most clearly reflecting
the income.
..~ +(d) DisTRIBUTIONS BY CORPORATIONS.—Distribu-
tions ‘by: corporations shall be taxable to the shareholders as
provided in section 115, |
(e) DETERMINATION OF (FAIN OR Loss.—In the case

of a sale or other disposition of property, the gain or loss shall

© ® U DN e W D e

be computed as provided in sections 111, 112, and 113,

(f) .Gross INcoME FrOM SoUrCES WITHIN AND

[ vy
- O

WrrnouT UNiTED STATES.—For computation of gross in-
12 comeafrom_sourcés within and without the United States,"
13 see section 119.

14 . SEC. 23 DEDUCTIONS FROM GROSS INCOME.

13 - . In, computing net income there shall be allowed as-
16 deductions: .

17 .(.a.) ExreNsgps.—All the ordinary and necessary ex-;
18 . . penses paid or incurred during the taxable year in carrying
19" on any trade or business, including & reasozable allowance for.
20 . salaries or other compensation for personal services actually.
21 rendered; travgling expenses (including the entire amount
22 expended for me;xls and lodging) while away from home in-
99. . the pursuit of a trade or business; and rentals or other pay-.
24 ments required.to be made.as & condition to-the continied.

95, .. use .qr! possession; for purposes of the trade or. business, of
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" property to which the taxpayer has not taken or is not taking
title or in which he has no equity.

(b) InTEREST.—All interest paid or aocrued within

the taxable year on indebtedness, except on indebtedness
incurred or continued to purchase or carry obligations or
securities (other than obligations of the United States issued
after September 24, 1917, and originally subscribed for by
the taxpayer) the interest upon which is- wholly exempt
from texetion under the tazes imposed by this title: S

(¢) Taxes GENERALLY.—Taxes paid or accrued

* within the taxable year,. except—

(1) income, war-profits, and excess-profits taxes

| imposed by the authority of the UnitedStates; ol

(2) se muek of ¢he income, wqraproﬁﬁ, and ex-

‘cess-profits taxes imposed by the authority of any:

foreign country or possession of the United States ae:
is ellowed a0 & erodit against the tax ander seetion 184
States; but this deduction shall be allowed in.th'e- case:
of a tazpayer who d(;ee not signify in his return his
desire to have the benefits of section 131" (relating to:
credit for tazes of foreign coumﬁea and possessions of:
the dnited States) ; and

(3) taxes assessed against local ‘benofits of a kind:
tending to increase the value of the property assessed;.
but this paragraph shall not exclude the allowarice as.
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a dedaction of so much of such taxes as is properly

allocable to maintenance or interest charges.
For the purpose of this subsection, estate, inheritance,
legacy, and succession taxes accrue on the due date thereof,
except as otherwise. provided by. the law of the jurisdiction
imposing such taxes, and shall be. allowed as a deduction
only to the estate,

(d) Taxes or SHAREHOLDER Pa1b BY CORPORA-

" 110N.—The deduction for taxes allowed by subsection (c)

shall be allowed to a corporation in the case of taxes imposed|
upon a shareholder of the corporation upen his interest as:
shareholder which are paid by the corporation without re-
imbursement from the shareholder, but in such: cases nb:_

deduction shall be allowed:the shareholder for the amount
™~

-~ of such taxes,

(e) Losses BY INDIVIDUALS.—n Subject to the lim-
ilations provided in.subsections (r), (8), and (t) of this
seation, in. the case of an individual, losses sustained during
the taxable year and not compensated for by insurance or

. otherwise—

(1) if incurred in trade or business; or
(2) if incurred in any transaction entered into
for profit,. though not' connected . with the trade o:

business; or:
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(8) of property.not connected with the trade or
business, if the loss arises from fires, storms, shipwreck,
or other casuslty, or from theft,

(f) Lossgs BY CorPORATIONS.—In Subject to the lim-
ilations provided in subsections (r), (s), and (1) of this
section, in the case of a corporation, losses sustained during
the taxable year and not compensated for by insurance or
otherwise,

(g) Basis ror DerkrminiNe Loss.—The basis for
determining the amount of deduction for losses sustained,

to be allowed under subsection (e) or (f), shall be the

same a9 9 provided in seetion H18 adjusted basis provided in:

section 113(b) for determining the gain or loss from the:
sale or other disposition of property. |
(h) Loss oN SALE OF STOCK OR SECURITIES.—For

disallowance of loss deduction in the case of sales of stock

" or. securities . where. within thirty  days before or after:
the date of the sale the taxpayer has acquired substantially.

identical property, see section 118. - ~.,. . . .
(i) Ner Losses.—The special deduction for net losses.
of prer years a prior. year, to the extent provided in:

cgection 117, .. e 0L

. (j) Bap DEBrs.—Debts ascertained to be worthless:
and charged off within the taxable year (or, iu the discre-.

tion of the Commissioner, a reasonable addition to a reserve
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for bad debts) ; and when satisfied that a debt is recoverable
only in part, the Commissioner may allow such debt to be
charged off in part,

(k) DEPRECIATION.—A reasonable allowance for the
exhaustion, wear and tear of property used in the trade or
business, including a reasonable allowance for obsolescence.
In the case of property held by one person for life with
remainder to another person, the deduction shall be com-
puted as if the life tenant were the absolute owner of the
property and shall be allowed to the life tenant, 1In the case
of property held in trust the allowable deduction shall be

- apportioned between the income beneficiaries and the trustee

in accordance with the pertinent provisions of the instru-
ment creating the trust, or, in the ebsence of such provi-
sions, on the basis of the trust income allocable to each.

(1) DepLETiON.—In the case of mines, oil and gas
wells, other natural deposits, and timber, a reasonable allow-
ance for depletion and for depreciation of improvements,
according to the peculiar conditions in .each case; such

reasonable allowance in all cases to be made under rules

-and regulation;x to be prescribed by the Commissioner, with

the approval-of the Secretary. In any case in which it is

. aspertained as a result of development work that the recover~

able. units. are greater or less than the. prior. estimate thereof,
then such prior estimate (but not the basis. for depletion) shall
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be revised and the allowance under this subsection for
subsequent taxable years shall be based upon such revised
estimate. In the case of leases the deduction shall be
equitably apportiotied between the lessor and lesseo, - In
the case of property held by one person for life with
remainder to another person, the deduction shall be com-
puted as if the life tenant were the absolute owner of the
property and shall be allowed to the life tenant. In
the case of property held in trust the allowable deduction
shall be apportioned between the incoiﬁe beneficiaries and
the trustee in accordance with the pertinent provisions of
the instrument creating the trust, or, in the absence of such
provisions, on the basis of the trust income allocable to each.
(For percentage depletion in case of sulphur uﬁd of oil and
gas wells, see section 114 (b) (3).)

(m) BAsI8 FOR DHPRECIATION AND DEPLETION.—
The basis upon which depletion, exhaustion, wear and tear, .
and obsolescence are to be allowed in respect of any property
shall be as provided in seotion 114.

(n): CHARITABLE AND OTHER CONTRIBUTIONS.—
In the case of an individual, contributions or gifts made
within the taxable year to or for the use of:

(1) the United States, any State, Territory, or
any political subdivision thereof, or the District of
Columbia, for exclusively public purposes;
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(2) a8y a corporation, or trust, or community
chest, fund, or foundation, organized and operated
exclusively for religious, charitable, scientific, literary,
or educational purposes, or for the prevention of cruelty
to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or individuoal;

(8) the special fund for vocational rehabilitation
authorized by section 7 of the Veeational Rehabilitation
Aet 12 of the World War Veterans' Act, 1924;

(4) posts or organizations of war veterans, or
auxiliary units or societies of any such posts or organ-
izations, if such posts, organizations, units, or societies
are organized in the United States or any of its posses-
sions, and if no part of their net earnings inures to the .
benefit of any private shareholder or individual; or -

(5) a fraternal society, order, or association, op-
erating under the lodge system, but only if such con-

tributions "or gifts are to be used exclusively for

~ religious, charitable, scientific, hterary, or educational
‘purposes, ‘or for the prevertion- 6f ' cruelty ‘to children
~or animals;

to an amount which in all the above cases combined does

24 not exceed 15 per centum of the taxpayer’s net income :as

25

computed without the benefit of this subsection. Such
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- contributions or gifts shall be allowable as deductions only

if verified under rules and regulations prescribed by the
Commissioner, with the approval of the Secretary. (For
unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, see section 120.)

‘(o) Furure EXPENSES IN CASE OF CASUAL SALES
OF REAT, PROPERTY.—In the case of a casual sale or other
casual disposition of real property by an individual, a reason-
able allowance for future expense liabilities, incurred under
the provisions of the contract under which such sale or other
disposition was made, under such regulations as the Com-
missioner, with the approval of the Secretary, may prescribe,
including the giving of a bond, with such sureties and in such
sum (not less than the estimated tax liability computed

without the benefit of this subseqtion) as the Commissioner

- may require, conditioned upon the payment (notwithstand-

ing any statute of limitations) of the tax, computed without
the benefit of this subsection, in respect of any amounts

allowed as a deduction under this subsection and not actually

. expended in ca.rrymg out the provisions of such contract.

(p) DiviDENDS RECEIVED BY CORPORATIONS.—In
the case of a corporatioh, the amount received as dividends—
(1) from a domestic corporation which is subject

to taxation under this title, or
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(2) from any foreign corporation when it is
sh(;wn' to the satisfaction of the Commissioner that
more than 50 per centum of the gross income of such
foreign corporation for the three-year period ending
with the close of its taxable year preceding the declara-

- .. tion of such dividends (or for such part of such period

as the foreign corporation has been in existence) was
derived from sources within the United States as deter-
mined under section 119,
The deduction allowed by this subsection shall not be
allowed in respect of dividends received from a corporation
organized under the China Trade Act, 1922, or from a
corporation which under section 251 is taxable only on its

"gross income from sources within the United States by

reason of its receiving a large percentage of its gross income
from sources within a possession of the United States.

-(q) PENgroN TeUSTS.—An employer establishing or
maintaining & pension trust to provide for the payment of
reasonable pensions to his employees (if such trust is exempt

from tax under section 165, relating to trusts created for the

. exclusive benefit of employees) shall be allowed as a deduc-
2 tion (in addition to the contributions to such trust during

the taxable year to cover the pension liability accruing

during the year, allowed as a deduction under subsection
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(a) -of this-section) a reasonable amount transferred or paid

into such trust during the taxable year in excess of such
‘contributions, but only if such amount (1) has not thereto-
fore been ‘allowable as.a deduction, and (2) is apportioned
- in -equal: parts over a period: of ten oenisective years begin-

} ining with the year in which the transfer or payment is made.

i(r) LiMrrarion -oN S8T0oCK L08SES.—Losses from

- sales or exchanges of stocks and bonds (as defined in sub-

section (v) of this section) which are not capital assels (as

-defined in section 101) shall be allowed only to the extent

of the.gains from such sales or exchanges. This subsection

shall not apply to a dealer in securities in respect of transac-

- tions in the ordinary course of his business with his customers,

~ (8) BAME—CAPITAL ASSETS.~Losses from sales or
exchanges of stocks and bonds (as defined in subsection (v)

of this section) which are capital assets (as defined in section

++101) shall be allowed only 1o the extent of the gains from
- such sales or exchanges.

(t) SAME—OQPFSETS.— ’

(1) Losses :disallowed as a deduction by subsec-

tion (r) shall, for the purposes of this title, be consid-

~ered as losses from sales or exchanges of stocks or
bonds which are capital assets. :

"(2) Losses disallowed as a deduction by subsection

(8) shall, for the purposes of this title, be considered
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1 as losses from-siles or exchanges of -stocks and bohds
iage v yillich ‘e 00 Shpital assets. In no case shall this
8 ' gardgruph- operate to make the tav less thani a taz
4 - -oomputed without regard to the provisions of subsecitons
i gy (1) and (s) and this subsection.
'@ v(w) SAME~—SHORT SALES—For the purposes’ of
7 this title, gains or losses (A) from short sales of stocks and
g bonds, or (B) atiributable to privileges or options to buy or
g sl wich stocks and bonds, or (C) from sales or exchanges
10 of such privileges or options, shall be considered as gains or
1471 losess i from siles or exchanges of stocks:ér bonds which dre
i ' riot capitetl nssels, -
48+ - (v) DEFINITION OF STOCKS AND BONDS.—As used
114" . in-subsections (), (s), (t), and (u), the term “ stocks ahd
715 1 bonds *! ¥eans. (1) shares of stock in any corporation, or (8)
14 - ¥ights.to subscribe for or to receive such shares, or (3) bonds,
-7 . debentures, notes, or certificates or other evidences of-indebt-
1+ ledmess, issued by any corporation (other than a governmént
149100 politionl -subdivision théreof), with interest coupons
D0 orin registered form, or (4) certificates of profit, or of inter-
*91 “-est-in. property or acoumulations, in any investment trust-or
«199:1) gimilar organization holding or dealing in any of the instfu-
183 :ments mentioned or described in this subsection, regardless
Ligg | Aof whether or not:such investment. trust or similar-otganisa-
11! tiow omstitutes'a corporation within the'meaning of this Aét.
H. R. 10236——3

e

B el e el e
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-} 8EC. 24 ITEMS NOT DEDUCTIBLE,, - R EAN !
. 2: . (a) GeNERAL RULB~In computing net income.no

2 . deduction shall in any case be allowed in reapest of—

4 - (1) Perspnel, living, or family expenses;
b (2) Any amount paid out for new ,l;nﬂdingy, or
| 6 . for permanent improvements or. betterments made, to
7 increase the value of any property or estate; ...
8 . (8) Any amount expended in restoring property
9 or in making good the exhaustion thereof for which an
10... . allowance is or has been made; or *. .. . ...
11 .. .. (4) Premiums.paid on any:life insurance polipy
12 covering the life of any officer or employes, or. of any
18 . person financially interested in any trade or business

‘34 carried on by the taxpayer, when .the taxpayer;is

16 .directly or indirectly a beneficiary undet suchpolicy.

.16 - (b) HoLpErs oF LiFE o TERMINABLE INTEREST.+—
17, Amounts paid under the laws of any State, Territory, Dis-
.. 18 ., trict of Columbia, possession of the United.States, or foreign
-19.... country. as income-to the holder of a life or terminable
-20). interest acquired by gift, bequest, or inheritance shall not‘be
- 21 ...reduced or diminished by any deduction for shrinkage ,(by

23, whatever name called) in.the value.of such interest. due.to

.28... the lapse of time, nor by.any deduction allowed by. this Act
24, (except the deduotions provided for.in subsections .(k) ;and
125 .,.(1),, of section 23) . for the purpose . of computingthe net

N e AN |
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+ 3 ; income of an estate or trust but not allowed under the laws

2 . of such State, Territory, District of Columbia, posscssion of

-8 the United States, or foreign country for the purpose of com-

iy

11 net income:

1
1

1

2

[{]

12
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13
14

b
6
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(&) DrvipeNDs.—The amount received as dividends—

. puting the jncome to which such holder is entitled,
b (o), TAX  WITHHELD ON TAX-FREE COVENANT-
BONps --For tax wmhheld on tax-free covenant bonds, see
] " ggcnon H4 143 (a) (4). o
. Sk‘;{'S,EC. . CREDITS OF INDIVIDUAL AGAINST NET INCOHE.
S)

\

There shall be allowed for the purpose of the normal

10, tax, but not for the surtax, the following credlts against the

e P

o
|

| (1) froma domestio corporation which is subject

| _to tazation under this tidle, or

(2) from a foreign corporation when 1t i8 shown

., to, the satxsfactlon of the Qommnsswner that more than
,150 per . centum of the gross. mcome of such forelgn

y oorporatlon for the three-year penod endmg w1th the

e Teiyy oy

EU

~ close of its ta.xable year precedmg the decla.ratlon of
(U

such dmdends (or for such part of such penod as

the corporatxon has been in exxstence) was denved'

l

: ﬁom sources wnthm the Umted States a8 detemnned

' ‘Wi

under the prov1sxons of sectxon 119

b TEa e e

" For the taa:able years 1.932 and 1933 the credzt allowed

under this suh°"°twn .shall be lzmzted to thc amount recewed

W I -
M .
'&m&‘.p&ﬁw;h‘@,'( T T T
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o “dis ‘dividends from & domebtic covpordtion iolich" " Mibjedt to
O taation under this fitle, ‘fhe’ gFoss “incomé of ‘Whick” for the

My " taiable year preceding the year in which e dhvidend ‘ivas
4 pazd did ot exceed 895, 000." 'I‘he redis llowed by ‘this
~‘sixbsecti‘o‘n" shall not be" iﬂlo‘Wed in ‘fespee't ot dividends

gr abiaog o

“feceived from a eorporatlon orgamzed ﬂer the C‘h“l Trade
6

'fm ol i

~ Act, 1922, or from a corporaitieﬂ which \uider section 251 is
7
"“'(8“ “taxable only ofl it gross uieexﬁe' frbihi “Yourcés ‘within the

! '”’""U‘i'ted States by reasoh f its’ recewmg a hn'ge percentage

ORI
1o ofits gross ineome from sources within' o possessnon of the

Jotonn i it

1 1 Umted States.

.,,““ SRR LR

12 (b) INTEREST ON UNITED ‘STATES OBLIGATIONS.

i3 * fhg ammotint reeexved as interest uPO'& obhgatlons of the

31

14 United States which 'is ' iricluded tn gross income under

RS T IR TR k‘(_. i
15" section 82. " ’

NESTEETTURT I vi SR G Lo ot i il o)
16 (c) SONAL EXEMPTION —fn the case of a smgle
ity in n iy

17 person, a personal exembtloxi of $1,800'$1,000; or in " the

il od Pt

18 case of the head of a famﬂy or a » married person living with

RRTI oI

19 husband or wnfe, a personal exemptibh of $8;509 $2, %0

")} AH e H‘i )L’
’A’ husband and W1fe hvmg together shail receive but one
Lortinh ad D L0 s ST
91 persona1 exemptlon. The amount of sue personal exemp-
Dot /cu} 4l fos m TRy, L
pa"ion shall be $3,500 $2,500. It such husband and ife

O e
93 make separate retums, the persenal exemptlon may be taken

FERTITTI Y, "wn """ A bt 1N
4 ‘by elther or dmded between them.
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14::0: -ni{d) Creépie POR DRPENDENTS,—$400 for- each pery
15 som (othes then. husband . or. wife) : dependent upon and.
16+ receiving his chief suppart: from the taxpayer if such depend--
17+ ent}person:is under- eighteen. years of age.or. is incapablq
18 ..of -selisupport - because. mentally. or: physically Mfemiﬁ.
18 wh +(e) OHANGD OF BLATUS . - 5. s
204 Vi iy, o Fheeredit for.-dependents . shall. bo deter-
21\ \sdined by the status of the taxpayer on the last day of
23)v v i B Fhe personal exemption allowed: by subsoor
2?“” Vi Mo el of this.seation shally in ease.the status of the |
2611 o daxpayer changes during'his, taxable) years be. the sum |
Qk»\\x‘.-.z\-a vof. e anotnt whieh- bears. the, bame etie te $5;500
14 Y -the pumbenef\ MI/MS"‘\M\ the taxe |
185 <. payes wvas) single. bear \t0. twelve menthe; plm ew
10 amount «Which \béars, the,  satne!, redie  to - §3;000 a9
Vi s ého':‘a&mbw\'\ﬂmmmthmtd&iﬂga\%\ the | taxpeayer |
18 Wos & married person living svigh; hushand or, wifp o)

.1?, winine waethe head of o farnily begin o twelvp\meonths: Fop|
:

Efimn.» +v dbe purpeses of. this  paragraph ¢ ixegtionak pert of e
2058 Soo iontidaalk be disregarded wuless i winouHg to Torq .
Qs shan-holf o meiithy ik whiehi eabe, i, chadl, be. sonsidered
g ) lae ermmemthy s (v liie: 1 0y et oA s
o soitndinneY3) Tnithe ease of an individugl whe dies during
85l g dwammbles you) the\\ personnt, exemplion .and the

VAL s g
T

e .
B 11
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eredit for dependents shall be determnined by his status .
o6 the time of his doath; and in such ease full eredits
+ o, ghell be allowed to the surviving speuse; if any; aeeerd-
4 7 ing to his or her status ab the elose of the taxable year, |
5 -If the status of the tazpayer, in so far ds'it affects the per!
¢ sonal exemption or credit for dependents,: changes during.!
71 1'the taxable year, the personal evemption and credit shall be::
g -apportioned, under rules-and regulations presoribed by the
W commissioner with the approval of thelywrbtar.y,'ih accord4
10" atice with the number of months before and after such change!”
| 1+ For-the purpose of such apportionment a-fractional part o/

| 2 hambmhshallbedmgardedunlesawamountaqomore than,

0
13 half a month in whioh case it shall be considered as-a vmmthh

@ N =

14:v1 = (f) ‘EARNED INcOME CREDIT~18% per oentum ofj
15 thd amoting of the earned net. inoome, but not in-excess ofyi
18+ 12} -pér centum of the amount of the nel income:n bl
177:.-1-+!(g) EARNED INCOME DEFINITIONS.~<Forthe pur|

poaesof ‘this section— - ' e Lt wose
197" i ti(1) “Earned income”. means' wages,: wlam‘zt
90 * :+ professional fees, and: other’ amounts-veosived as com: h
21+ -+ pensation -for - personal services -actually ' vendered, b“ﬁ,g
98-+ i1 does’ not include that part.of the comperisation derived
25 by the tazpayer for personal services eendered by himgy
24: 1" o a. corporation’ which repredents - distribution ofy

25+ s gammga or pmﬁta rather then a mmmb
iy

g

A
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‘ag aompematwn for the personal services actually ren-

1
2 - - dered. -In the case of a tazpayer engaged in a trade

8 or business in which both personal services and capital

4 2 -u!t are 'material income producing. factors, a reasonable

il o allowance - as- compensation . for- the personal services

6 ..~ actually rendored by the tazpayer, not. in excess of 20:

T4 £ per-centum: of 'his shure of the net profits of such irade

8 1« or. business, shall: be considered: as earned income.

9 0t 0 () “Barned tneome deductions”  ‘means such
10 deductions as are allowed by section 23 for the purpose
11 of comprling et income,:and are properly allocable to :
12 or chargeable against ¢arned incomd. ;'L 1¢ i
18 woiio 4 (8) “BEavned net income™ smeans 'the ‘excess of :
14 15! the-gmount: of  the earned income over:the sum of the |
18+ ++ -« earned income :deductions.:: If . the taxpayer's net in- i

1@+ .- come 18 not more. than:$5,000, his .entire net tncome

19541 whall-be eonsidered tci bg éarned net:income, and if his :
18t /! ‘net-income 3 more. than $5,000, his earned net income t
19+:45 1o shall*not be-considered. to-be less-than: $5,000. In no:
20 25100 10tise shall the earned met inobme be considered. to be more -
o1i < ithan 18,000, v o e -

24ir:§EC, 26.'CREDITS OF CORPORATION AGAINST NET INCOME.

:!ﬁg'ifﬂ{ s+ t:ifor the:purposeonly of the: tax imposed by:section 13 .
4 «there shall. be allowsd the following eredits; -

. i
4

iy fopl B N st e ¢:f:x—;r—f'-"*’{"‘~? R R TR PV

B
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1w (8) The amount received as interest upon. obligations
2" of the United States which is included in gross income under:
3 section 22; and

4 - (b) In the case of a domestic corporation. the net

~ & income of which is $26;000.$10,000 or less, a specific credit;

6 of $8;000 $1,000; but if the net income is more than $25,000)
7. $10,000 the tax imposed by section 13 shall not exceed the
tax which would be payable if the $8;000 $1,000 credit

9 . were allowed, plus the amount of the net income in excess:

10 of $25/000 $10,000. ST A
1 Part HI—Credits Against Tax
12 SEG 81 EARNED INCOME CREDT: Cout L

130 - -(&)-DmthhepwosesesthwseeﬁoH
148 v 0 3 = Korned income = means Wagesy: salaries) :

. . professionsl foos; and other amounts rersived s GomY
16, ... pensation for personnl serviees. actually sendered; bus'!

1T+ "« o doos net inelude that paré of the eemponsition derived! .

18, .. : 1 by the taxpayer for personel services. rendered by him)|
19 m*amomﬁwwﬁehmaé&ﬁbﬂﬁmémx
20 .. mgserproﬁtsmther&bmamombbaﬂow&aeem
21 eompensation for the pemenal gerviets aetinlly renr

20 dereds h&emeﬁat&p&yww&mw&a«h

231 ... op business in which beth persenal sorvices ahd eapt&dl

TINAA B e e s . g
Qv E T R I A L R TS N SO A ) il .
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12 .

13

14 .

1.,
16 .

17

41
actunlly rendered by the tampayers sob in ezeess-of 20
per eentum of his shave of the net profite of such trade

.. - or huginess; shalk be eopsidered e earned income:

. deduetions. as are ellowed by seetion 23 for the purpese

to or chargeable against corned imeome: - . 1.
{3} = Earned net, ineome - menns the exeess of
the aoun of the carned inoome over the sam of the

 eome i hob. more than $5;000; his entire pet ineome,
 shall bo eonsidered to bo eamod, et insomp; oind i
' his not ineome- is, mere. then $6,000; hiy earnod net,
_ income sholl not bo censiderad to bo less than $5,000:.
;. In.ne case shall the carned. net ingvme be, considered,

toquemm Lo mo it al
%}Aﬁemeneueam—hthemqum.

180 vidued shn, e sholk b erodited with. 26, per: centarm of the
10 emount of tax which would b peyable i hiy earned, et

2¢, ineome

eqamwdhmenmeaetwbuﬁmaemg

2 ., eentumn of his normel tex plus 25 per egnitm of the murtex:
2341 wh'ﬁh we\&& M,Metﬂ hig WWWW

241,

his entize netiinepmes. This aredit shall be in oddivien to ol

. v . '
am‘mm% ABE L Dol ]
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| SEC. 8 3. TAXES OF FOREIGN COUNTRIES  AND POSSES-
SIONS OF UNITED STATES.
- The amount of income, war-profits, and excess-profits
" taxes imposed by foreign countries or possessions of the
United States shall be allowed as a credit against the tax,
to the extent provided in section 131,

SEC. 33 32. TAXES WITHHELD AT SOURCE.

X 3 & & B W

- The amount of tax withheld at the source under section

=

144 143 shall be allowed as a credit against the tax.

10 " SEC. 34 33. ERRONEOUS PAYMENTS.

i1 (a) CreDIT FOR OVERPAYMENTS.-—F-); credit against !
12 -the tax of overpayments of taxes imposed by’ this title for'
18 - other taxable yeurs, see section 322. -

14 -~ (b) FiscaL 'Year ENDING IN 3098 1932.—For'
156 credit-against the'tax of amounts of tax paid for a fiscal year
16 beginning in $937 1931 and ending in 1098 7939, see sec-'
17 -tion 132. Lo v
18 ‘Part IV—Accounting Periods and Methods of Ae¢counting
19+ SEC. 4L GENERAL RULR. = h--iv oof 0t oo
2+ + - The- net-income shall be computed upon the:basis of?"
21 the -taxpayer’s annual accounting period (fiscal yeat or
22 -calendar year, as the case may be) in accordance with the
23 -method ‘of accounting regularly employed in keeping the
it ‘books of such Vtaxpajrerf;' bat if no such tnethod of acounting
25 has been so employed, or if the method employed doe¥ not
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13
14

15
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clearly reflect the income, the ‘computation shall be made in

accordance with such method as in the opinion of the Com-

- missioner does clearly reflect the income. -If the taxpayer’s

annual accounting period is other than a fiscal year as
defined in section 48 or if the taxpayer has no annual

accounting period or does not-keep books, the net income

- shall be computed on the basis of the calendar year. - (For
“use of inventories, see section 22 (c).)

"-SEC. 42, PERIOD' IN' WHICH ITEMS. OF GROSS INCOME

10 ¢

11

INCLUBDED.

- - The amount of all items of ‘gross income shall be in-

cluded in the gross income: for the taxzable: year in, which :

-ing permitted under section 41, any such amounts are to

be properly acoounted for as of a-different period. . -

‘received by the taxpayer, unless, under methods of account~ -

16. i 8EC. 43, PERIOD FOR WHICH DEDUCTIONS AND CREDITS

17

. TAKBN, | C

" 1841 ¢ The deductions and credits . provided for in this - title -

19
20 .
2t

22
23.

24

shall be taken for the taxable -year in which “paid of
+ aeerued ” or “paid or incarred ”, -dependent upon': the -
"method of accounting upon the basis of which the net income
‘is computed, unless in order.to clearly reflect. the income

‘the deductions or credits should be taken as of a- different

period. ot e
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| = S8EC. 44 INSTALLMENT BASIS.
9 . . (a) DeALERS IN. PERsoNAL ProPERTY.—Under
8. regulations prescribed by the. Commissioner with the ap-:
4. proval of the Becretary, a person, who regularly sells or
- otherwise. disposes .of pe;'sonal‘ properiy. on-the installment.
6. ..plan may.return as income iherefrom;in .any taxable year
7.. that proportion of the iﬁstalhnent payments actually received
8 in that year which the, gross. profit realized or to. be. realized
9::: ‘when payment is:completed;:hears to the total contract price.:
10 (b) SAvLES oF REALTY AND GASUAD SALES OF PER-
11.;; 3ONALTY.~In:the ¢age (1) of a'casual sale or pther casual |
12 - disposition' of personal. propexty.. (other. than. property of 1
131:a kind - which .would, propetly: be, included in -the inventory.
14.; .of: the, taxpayer. if:.on . hand .at, the. close. of the: taxable «
13 year)ifor & price;exceeding §1,000, er-(2): of a sale or.|
18,1 othen dispesition; of real: propertyy ifiin; eithen ¢ase:the initial !
I7T payments do not exceed 40 per copfumarof the selling
18,1i price, the-incomiei may, under regulations preseribed by the |
19,, Commissioner with,the approval ‘of ;the Secretaty;: be, res
20.!;turned ox.the. basis' and. in. the. manner above |prescribed::
21.;.im this. section.; - As used in, this-seetion the. term. * initial -
22...payments ' 'means the payments received in cash or prop-
23.:- exty. other than. évidences of indebtedness ofithe: purghaser.
24  during the taxable period in which the sale.lor ofher :-
25 disposition is made. |
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1" U(¢) ' CmANGE FRoM ‘AGCRUAL 10 ' INSTATLMENT

9 Batis—Ifa taxpafyef‘eﬂtitled to the benefits of subsection

"8 " (a) elects for any taxable year to report his tiet'income
“on ‘the installment basis, then in ‘computing his 'income

"B "“'for"the":yeai" of chiinge or any subsequent year, amounts

‘actually received during any such year on'account of sales

4
i
6
“ % or other dispositions of property made in any prior year
& shall not be excluded. |
9 (d) ‘GATk ok Loss vPON DisPoSITION OF INSTALL-
10 MENT OBLIGATIONS,—If ari installment obligation is satisfied
“11. 'at other than its face value or distributed, transmitted, sold,
12 -or otherwise -disposed of, gain or loss shall result to the
'18 “extent of the difference between the basis of the ‘obligation
'14 “and /(1) in the case of satisfaction at other than face value or
15 a sale or exchange—the amount realized, or (2) in case
146" /df o distribution, transmission; ‘or disposition othetwise than
17 bf sale or exchange—the fair n@¥ket' vhlue of the obliga-
48" tion at the time of such distribution; transmission, or dis-
19 "position. - The badis of the" obligation shall be the exoess
1) “of the face value of the obligation 'over an'amourit equal
'91 - to'the income which would be returnable were the obligation
99 gatisfied infall. - 0 - ~
"33 SEC.H. ALLOCATION'OF INCOME AND DEDUCTIONS. -
ot Th hriycéash ‘of two bF mote “ttades  or ‘businesses
v1igg ! (whethek of ot iicdrpotated, whether or-not' organized in



2

.section 47.. . . .. .. L

.46

.the United States, and whether or not affiliated) owned or
~ controlled directly or indirectly by the same interests, the
i, .- Commissioner is alithorized to distribute, apportion, or allo-
_cate gross income, or deductions between or among such

. trades or businesses, if he determines that such: distribution,

apportionment, or allocation is necessary in order to prevent

. evasion of taxes or clearly to reflect the income of any of

such trades or businesses.

). 8EC. 46. CHANGE OF ACCOUNTING PERIOD, ;
.. . If a taxpayer changes his accounting period from fiscal
.year. to. calendar year, from calendar year to.fiscal year,
. or from one fiscal year to another, the net income shall, with
. the approval of the Commissioner, be computed on the basis

. of such new accounting period, subjcet to the provisions of

1

, BEC. 47, RETUBNS FOR A PERIOD OF LESS THAN TWELVE

MONTHS, . - \
- (a) .RBTURNS FOR SHORT PEPIOD RESULTING FROM
CHANGE OF ACCOUNTING PERIOD—If & taxpayer, with

the approval of the Commissioner, changes the basis of com-

. puting net income from fiscal year to calendar year a sepa-

rate return shall be made for the period:between.the close

- of the last fiscal fe.ar for ,which return was made and the
24
;28

following Deoember' 31. If the change is from' calendar

. year to fiscal year, 3 separate return shall be madq for the
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8
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14
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‘basis of the period for which separate return is made.

47

pperiod between; the. close,of the last calepdar year for which

return was made and the date. designated as the close. of

. the fiscal year, . If the change is. from, one fiscal year. to

unother fiscal year a separate return shall be made for the
period between the close of the former fiscal year and the

+ y.(b) INcoMe CoMpUTED ON BAsis oF SHoer Pr-
- RI0D,—Where a separate return is made under subsection
() on account of a change in the accounting period, and

in all other cases where a separate return is required or per-

mitted, by regulatiors prescribed by the Commissioner with

.the approval of the Secretary, to be made for a fractional
. part of a year, then the income shall be computed on the

i

. ..1.(e) INCOME PLACED ON ANNUAL BASIS,—-.-If & sepa-

rate return is. made under subsection (a) on agcount of o

- 17, change in the accounting period, the net income, computed

18

’.lﬂ‘.t

20

.on the basis of the period for which separate return is made,
shall be placed on an annual basis by multiplying the amount

thereof by twelve and dividing by the number of months

#1;1, included in the period for which the separate return is made.

.22,

23
Y

Fhe tax shall be such part of the tax computed on such an-

nual basis as the number of months . in such . period is- of

twelve months.
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48
 (d) '0aprrAz, Ner GaINg AND Tosses—Bapsen In-

- comi.—The Commissioner with the approval ¢f the Secre-

tary shall by regulations preseribe the method of ‘applying

. “the provisions of subéeqtidns (b) and (c) (relating to com-

puting income on the basis of & short period, and placing

such income on an annual basis) to ¢ases where ‘the tax-

payér makes & sophrate return under sibseéiion (a) ' on

account of a change in the accounting period; and it appears

“that for the period for which the return is so ‘hade he has

“derived'a capital net-gain, or sustained a ca‘pit}il net loss,

or received eatned income,
() REDUOTION oF CREDITS AGAINST' Ner IN-

coMB.—Tn the case of a veturn made for & fractional part

of 6 year, except-a retutn made under subsedtion ‘(a), on

“aceount of & change in the accounting period, the personal

exemption and credit for dependents, and the specific credit

'fot corporations, shall be reduced tespectively to’smounts

which bear the same tatio to the full credits provided as

"the number of months in the period for which return’is

made bears to twelve months.

(f) OrosiNg oF TaxaBLp YEAR TN CASE OF JEOP-

 ARDY.~—For closing of taxable year in case of jeopardy, see
‘section 44 146, - - ¢ .
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o1 'BEC/ 48 DEFINTTIONS. 1 bt wooni ony aid do
R When used in this title— T I T T TR
o8- (8). TAXABLE [ YRAR~" Taxable iyear ” means the
w4 calendar year, or the fiscal year ending during such calendar
5  year, upon the basis of which the.net income :is computed
«;@yuunder shis Part; ““Taxable.year” !includes, in the case
"/~ of & return made for a fractional part of aiyear under the
8 provisions of this title or under rogulations: prescribed -by
9 +: the ‘Comuissioner. with the. approval of .the Secretary, the
[0 period for whieh such return: is made. ::The first taxable
11 year, to be called the taxable: year 1838 1938; shall be the
12 calendar year 1828.1932 or.any fiscal year ending durnig
13 : the calendar year 3928 1938, ... . . oo s
14:.: . (b) FisoaL Year.—“ Fiscal year’’ means an ‘ac-
15 counting period of twelve months ending .on'the-last day
16 of any.month other than:December.{ e
2171 i005{6) - PAID; INOURRED; ACORUED.++The terms “ paid
18> or;incurred 7 and . ‘'paid- or accrued i ghall be construed
19 according to the method ,of. acounting  upon..the basis. of
20.. . which the net income is computed under this Part.
21, . Part V—Returns and Payment of Tax.. ., ;. -
99, SEC: 8L INRIVIDUAL RETUBNS. . ', . /it &
:98. 1 - (a) REQUIREMENT~The: following individuals shall
24 each make under oath a return stating specifically. the items
H. R. 10236—4



- .

1 of his gross income and the deductions and credits:allowed
2 under this title— i el o
o8 =unont 7 1s (1)) Every individual bhaving & net: income - for
1141l o the taxable year. of $3;600 $1,000 or over, if single, or

1Bz - if married and not living with husband or wife; -

2+@ iy 1 .- (2) Every individual having a net income :for
1 i the. taxable year of $8;500 $2,500 or over, if married
;8. and living with husband or wife; and
409 s 5 (8) - Every individual having a gross income for
30711 - uthe.taxable year of $5,000.or over, regardless; of the
911 o 11" amount of his net income. ... - ool s
1210, -+ (b) HUSBAND AND WIFE.~If a hushand and wife
13 living together have an aggregate net income for the taxable
~14 1year. of $3;608 $2,500 or-over; or an aggregate: gross income
716 tor suchiyeariof $5,000 or over——= < o e
18 (1) Eachishall'make such a return, or. : - i}
by #unst i(2) The indome of each shall be included in:a
hygrizes single joint return, i which case the tax shall be com-
iriznd dputed oni:the aggregate income, ! 11 Lo i L
20 .r(b) Punsons UNpEe DisaBrrry.—If the tixpeyor is

" 21 unab'th itiake his own retury, the’retirt shall be made by

22 a duly authorized agent or: by:the guardian: or. other person
lig8~ -charged. with: the care of the person or: property of such

A

/WH mpayerw PHIZ A L SR AP TSP PR PR P 27
r M 4 1 'y

-
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<o o0 (d). FiDUOTARIES ~For returns tohe made by fiduci--
i, -aries, see seotién M3 142... i o nbaaien ¢
. {3 SEC. 6 CORPORATION RETURNS. | !'..c 151/ n

4 .- . (&) »REQUIREMENT.—Every - corporation subject to
...5 . taxation under this title shall makei aireturn, stating &pe-
6 cifically the items of its gross income and the deductions:and
.7 - credits allowed by this title. - The return shall be sworn to
.. & by the president, vice president, -of other principal officer
. 9 , and by the. treasurer or.assistant treasurer. . In cases where
10 receivers, trustees in hankruptey, or assignees.are operating
11 the property or: business. of .corporations, sach receivers,
112 trustees, or assignees shall make returns for such corpora-
.13 .tions. in. thé same manner and»‘fofm as:| gorporations : are
14 :rrequiied-ta make returns. - Any tax due:on the basis of such
.15 :returns inade by receivers, -trustées) or:iassignees shall be
16 -. ‘collected in the same manner.as if collected from the corpora-
+17T -+ tions of whose business or property: they have custody and
18 control. B ST A T -
19 ..;.05(b) CoNSOLIDATED RETURNS.—For provision a to
‘20 - consolidated .returns of affilidted corporations;’ see seetions
121343 end 148 section 141, . - e ol
: 92 SEC. 63. TIME AND;PLACE FOR FILING RETURNS. e
23, . (a) TiMepoR FILING~— ' fuy i w
2¢ . ... (1)  GENERAL RULB.—Returns made on ithe
25 basis of the calendar year shall be-miadeion or befote



—— .
- s B

it vl ithe 15th - day of - March. following | the: ‘close of the
2 calendar year. Returns made on the basis of a fiscal
8 year shall be made on: or:before the 15th day. of the
i 4.4+ third-month following the close of the fiscal year..
i witisie o0 (3) EXTENSION OF TIME.~The Commissioner
fit@: 2 may grant a-reasonable extension of time for filing
«i Qus. - orétutns, cunder such rules and regulations as he shall
-8 1 preseribe- with the approval of the Secretary. ' Except

i - in the.case of taxpayers who are abroad, no such exten-

=100 - sion shall be for more than six months,. ..

Aera i(b) To WHOM: RETURN MADB~— i ¢ =
A8 1. wil) INDIVIDUALS.—Returns- (other than cor-
+18 w1y, iporation returns). shall be made to the collector: for the
14, " +i- . distriet in-which is located the legal residence or prin-
«l5!n.i- », cipad place of business of the person making the return,
- 1@/;1:-. lorjif he has no legal residence or principal place ‘of
47 i+ busimess in the United :States, then to.the collector .at
18 Baltimore, Maryland. - Dt
219 noiavony (2)  CORPORATIONS.~Returns of - corporations
-20:+s- + shall be made to the .collector of the district in: which
21 is located the principal. place of business or. principal
22  :uvofficeor agency of the corporation; or, if. it has: no
23 principal place of business or prindipal office or agency
24 .. .in the Unitéd States; then to the colleztor at Baltimote,
28t o, o Marylandy Diocooor ol o
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1| SEC. 64, RECORDS AND SPECIAL RETURNB, '.{ | </ 1]
2. . (a) By Taxpaver.—Every.person liable to any tax
8. imposed by this title or for the collection thereof, shall keep
4 such records, render under oath such statements; mnke:sucl |
" 5 _returns, and comply with- such rules and- regulations, £gi
6. the Commissioner, with the approval of the Becretaryj may !
7 from time to timé. preseribe. | i Lo il L (89
8. ' (b) To DererMINE LiABILiTy:70 TAX.+~Whenever
9 - in the judgment .of the Commissioner neceéeary :he may?
10.,. require any. person, by notice: served upon: hind, to: make g
i1 .return, render under oath such statements, or- keep suche
12 records; as: the Commissioner deems:sufficient: to. show::
18. . .whether or not such person is liable to tax under’ this:title,
14 ... (¢) INFORMATION AT THE SOURCR.-~For.irequire-
15 ment of statements and returns by one: person:.to assist in;
16 : determining the tax liability of another person, s¢e sections;
17 34840 361147 0 250. . iy -+ oqons ki o gt Ty
18 BEC, 85 PUBLICITY OF RETURNS, . . i, ;v f "6 nitil g
19 i Returns made uynder this title shall. be open to inspees;
20 . tion in the same manner, to the same extent, and subject to-
21 .. .the. same provisions of law,. including penalties, as: returns-
22, made;under Title IL of the Bevenpe Actiof 1026, i <.
28/; 8EC. 5 PAYMENT OF TAX.: ..pui o on by oid Hiie
24 (a) TIME OF PAYMENT.—The total, arpoung.of tax-
256 imposed by this title shall be paid on the fifteenth day of
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14 March following the close of the calendar:year, or, if the
15 1 retarn shonld be made on the basis of a fiscal year, then on
16 thé fifteenth :day of the:third month' following the close of
17 - the! fiscaliyear. =+ .. . | )

18: -1 (b} INSTALLMENT . PAYMENTS.—The taxpayer may
19 elect to:pay the tax in four. equal installments, in which case
20 the first installment shall be-paid on the date prescribed for
21+ the! payment of the tax: by the taxpayer, the second install:
292 .. ment shall be: paid on the fifteenth day of the third month,
23 - the third installment on the ﬁftegnth day of the sixth month;

24 -and-the fourth installment onthe fifteenth day of the ninth!
25 month after such date. : If any mstallment i8 not paid on’

26! .0ri before the date fixed for its paymont, the whole amour’’

14:1iv9f the  tax -unpaid shall -be pmd upon - notice and demand:

16 ifrom the collector.: :¢ -.-i... o . L

16 ~(c). EXTENSION: OF TIME FOR PAYMENT.-=At the:

17 request of the taxpayer, the Commissioner ‘may extend the:
18 time for payment of the -amount ‘determined as -the tax by’
19 “ithe ‘taxpayer, or ‘any:‘installment ‘thereof, for a'period not'

20 'to exceed six months from the date prescribed:for: the pay--
21: iiiment. of ‘the tax or:an installment thereof:: In such: case-

22 the amount in' respect of' which' the extension is'granted:

23 shall be paid on or before the’ daté’of the: expiranon -of the.

24! period-of the:éxtension, s - 7/ 1 0 U Ay Lo
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1. . (d): VOLUNTARY ADVANCE PAYMEN?—A tax im-
. posed by this title, or any installment thereof, may be paid,
-a$ the election of the taxpayer, prior to the date prescribed
v forite payment. ... . o ey

2
3
4
B« -(e) ApvaNOR PayyENT IN CASE OF .JEOPARDY.—~
6. For advance payment in case of jeopardy, see section, 147
7.146... . . T DTN TH Y
8. ... .(f) Tax WITRHELD AT SOURCE.~~For requirement of
9..:withholding - tax: at the source in: the: casé - of i nonresidens
10, aliens and foreign corporations, and in the case of 0-callad;

11' .“ tax-free .covenant. bonds,” - see sections 344 end, 14b;

12 148 and 144. L o anat ol
13- (g) FracrioNan Parts oF CENT.—Iii the payment;

14vi'of any: tax.under this title a fractional part, ofia: centi:shall;
15 be disregarded unless it amounts to. one-half cent or morg,

16:: in which case it shall be increased to 1 cent...... - . 91
17"« .(h)..Reozrr18.—Every collector to whom . any ipayx|

18 ment of any income tax is made shall upon request.give to,
19 the person: making such paymeg&:to)ﬁﬁﬂbmﬁﬁemon:pﬁmed;
20 receipt, stating the amount paid and the particular account: .
21::for which such payment was madq;wandsiwhenﬁm any.
22 debtor pays taxes on account of payments made;on.to he:
23 ‘made by. him. to suparate creditors: the collector shall, if-
24 requested by such debtor, give a: separate recsipt.for thec
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tax paid on account of each creditor in such form that the
debtor can conveniently produce such receipts separately
to his several creditors in satisfaction of their respective
demands up to the amounts stated in the receipts; and
such receipt shali be suffident evidence in favor of such
debtor to justify him in withholding from his next payment
to his creditor the amount therein stated; but the. creditor

. may, upon giving to his dobtor a full written receipt

acknowledging the payment to him of any sum actually
paid and acoepting the amount of tax paid as eforesaid
(specifying the same) as a further satisfaction of the debt

to that amount, require the surrender to him of such collec-

~ tor’s receipt. -

SEC. 57. EXAMINATION OF RETURN AND DETERMINATION
OF TAX.

As soon as practicable after the return is filed the
Commissioner shall examine it and shall ' determine the,
correct amount of the tax.

SEC. 88. ADDITIONS TO TAX AND PENALTIES.

(a) For additions to the tax in case of negligence or
fraud in the nonpayment of tax or failure to file return
therefor, see Supplement M. .

(b) - For criminal. penalties for nonpayment of tax or

- failure to file return therefor, sce section 448 145,
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SEC. 59. ADMINISTRATIVE PROCEEDINGS. -

For administrative proccedings in respect of the non-
paynent or overpayment of a tax imposed by this title, see
as follows:

(a) Supplement L, relating to assessment and collec-
tion of deficiencies.

(b) Supplement M, relating to interest and additions
to tax.

(c) Supplement N, relating to claims against trans-
ferees and fiduciaries.

(d) BSupplement O, relating to bverpayments.'

Part VI—Miscellaneous Provisions
SEC. 61. LAWS MADE APPLICABLE.

All administrative, special, or stamp provisions of law,
including the law relating to the assessment of ﬁxes, s0 far
as applicable, are hereby extended to and made a part of
this title. - o
SEC. 62 RULES AND REGULATIONS. o

The Commissioner, with the approval of the Secretarj,g
shall prescribe and publish all needful rules and regulations
for the enforcement of this title. B
SEC. 6 TAXES IN LIEU OF TAXES UNDER 182 1928 ACT.

The taxes imposed by this title shall be in liet of the
corresponding taxes imposed by Title II of the Revene
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Aet of 1026; in acoordance with the fellowing tables the
sections of the Revenue Act of 1928 bearing the same
numbers.

Tanes under this Title Taxes under 1006 Aod
Seesr Hrand 3. ... .. inlievwef .. ... ........ See: 310
TSR S inliowel . ooonemen.- Bee: 311
Boor 38. . oo, inbieveol ... 8eer 230
Seeo: 201 and 30¢._ . ... _.. in levof....... Seeor 343 and 346
Boor 304, .o, inliewof . oo See: 200
Suppr B ... inlievof . ... See: 219
Boor 30 . e inbieveob. . ... See: 208
SEC. 64 SHORT TITLE.

This title may be cited as the “ Income Tax Act of
1028 1932.”

SEC. 65. EFFECTIVE DATE OF TITLE,

This title shall take effect as of January 1, 838 1932,
except that sections 146 145 and 46+ 150, and this section,
shall take effect on the enactment of this Act.

SUBTITLE C—SUPPLEMENTAL PROVISIONS

Supplement A—Rates of Tax
[Supplementary to Subtitle B, Part I}
SEC. 101 CAPITAL NET GAINS AND LOSSES.

(a) Tax 1N Case or CapritAL NET GAIN.—In the
case of any taxpayer, other than a corporation, who for
any taxable year derives a capital net gain (as hereix;after
defined in this section), there shall, at,the A'g;lectiop;;p‘f_‘ the.
ta.xpayér, be levied, collected, and paid, in lien gf all othér

partial tax shall first be computed upon the basis of the~
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{ ordinary net income at the rates and in the manner as if this
g section had not been enacted and the total tax shall be this
8 - amount plus 12§ per centum of the capital net gain.
4  (b) Tax v Cask.oF CapPrray NET Loss—In the
5 case of any taxpayer, other than a corporation,:who for
6 any taxable yoar sustains a capital net loss (as hereinafter
7 ~ defined in this section), there shall be levied, collected, and
§ paid, in lieu of all other taxes imposed by this title, a tax
9 determined as follows: a partial tax shall first be com-
10 puted upon the basis of the ordinary net income at the
11 rates and in the manner as if this section had not been
12 enacted, and the total tax shall be this amount minus 123
13 per centum of the capital net loss; but in no case shall the
14 tux of a taxpayer who has sustained a capital net loss be
15 less than the tax computed without regard to the provisions
16 of this section.
17 . (o) DrFINItiONB.—For. the purposes of this title—
18 (1) “Capital gain" means taxable gain from
19° ' the sale or exchange of capital assets consummated after
20 December 31, 1921.
21 (2) “Capital loss” means deductible loss re-
99« sulting from the salg or exchange of capital assets.
98!+ |+ ' (B) “Capital deductions.” means such deductions

94 - . a8 are allowed by section 23 for the purpose of com-
" 9/ ;i puting net .income, and are properly allocable to or
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chargeable against capital assets sold or exchanged
during the taxable year. :

(4) * Ordinary deductions ”’ means the deductions
allowed by section 23 other than capital losses and
capital deductions. -

(5) “Capital net gain ” means the exoess of the
total amount of capital gain over the sum of (A) the
capital deductions and capital losses, plus (B) the
amount, if any, by which the ordinary deductions ex-
oeed the gross income computed without including
capital gains.

(6) “ Capital net loss ” means the excess of the
sum of the capital losses plus the ocapital deductions
over the total amount of capital gain.

(7) “Ordinary net income ” means the net in-
come, computed in accordance with the provisions of-
this title, after exoluding all items of capital gain, capital
loss, and capital deductions.

(8) “Capital assets” means property held by
the taxpayer for more than two years (whether or
not connected with his trade or business), but does
not include stock in trade of the taxpayer or other prop-
erty of a kind which would properly be included in the -
inventery of the taxpayer if on hand at the close of
the taxable year, or property held by the taxpayer
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primarily for sale in the course of his trade or business.
-+ For the purposes of this definition—

(A) In determining the period for which
the taxpayer has held property received on an ex-

- change there shall be included the period for

which he held the property exchanged, if under
the provisions of section 113, the property re-
oeived has, for the purpose of determining gain or
loss from a sale or exchange, the same basis in
whole or in part in his hands as the property
exchanged.

(B) In determining the period for which
the taxpayer has held property however acquired
there shall be included the period for which sach
property was held by any other person, if
under the pros;isions of section 113, such prop-
erty bas, for the purpose of determining gain or
loss from a sale or exchange, the same basis in
whole or in part in his hands as it would have
in the hands of such other person.

(C) In determining the period for which
the taxpayer has held stock or securities received
upon a distribution where no gain is recognized
to the distributee under the provisions of section
112(g) of this tile er under the provisions of
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seetion 208-(e). of the Reventio Aok of 1034 or
1926 Act or the Revenuo Aet of 1928, there shall

~ be included the period for which he held the stock
. or gecurities in the’ distributing. corporation prior

to the receipt of the stock or securities upon such

. distribution.

(D) In determining the period for which
the tazpayer has held stock or securities the
acquisition of which (or the contract or option lo
acquire which) resulted in the nondeductibility
(under section 118 of this Act or the Revenue Act
of 1928, relating to wash sales) of the loss from
the sale or. other disposition of substantially

. ‘identical stock or sccurilies, there shall be included

the period for which he held the stock or securities

oo .tlwloaafmmthcéalcprzmher-diapositiouof which
i - was not deductible, . . .
(d) CorLrcrioN AND PAYMENT oF TAX.—The total
tax determined under subsection (a) or (b) shall be ool-
lected and paid in the seme manner, at the same time, and
-subject to the same provisions of law, including penaltjes,
as other taxes under this title.
- BBC. 142. SALE OF MINES AND OIL OR GAS WELLS.
(a) In the case of a bona fide sale of mines, oil or

'25 : gas wells, or any interest therin, where the principal value
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‘of the property has been demonstrated by prospecting: or

exploration and discovery work done by. the taxpayer, the
portion of the tax imposed by section 12 of this title attrib-
utable to such sale shall not exceed 16 per centum of the
selling price of such property or interest.
(b) For limitation to 12} per centum rate of tax, see
section 101.
SEC. 103. EXEMPTIONS FROM TAX ON CORPORATIONS.
The following organizations shall be exempt from taxa-
tion under this title—
(1) Labor, agriculiural, or horticultural organiza-
tions;
(2) Mutual savings banks not having a capital
stock. represehted by shares;
(8) Fraternal beneficiary societies, orders, or
associations, (A) operating under the lodge system
or for the exclusive benefit of the members of a fra-
ternity itself operating under the lodge system; and
(B) providing for the payment of life, sick, accident,
or other benefits to the members of such society, order,
or association or their dependents;
(4) Domestic building and loan associations sub-
~ stantially all the business of which is oonfined to mak-
ing loans to members; and cooperative banks without
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... capital: stock. orgenized and operated;:for mutual pur-
. poses :and -withoat, profit; . .- i i e
-7 (5) . Cemetery 'companies owned  and operated

-exclusively for the benefit of their members or which

are not operated for profit; and any'.corporation char-

- - tered solely for burial purposes as a cemetery corpora-

tion and not permitted by its charter. to engage in dny

.1 business - not mecessarily: incident to that purpese, no

part of the net earnings.of which inures to the benefit
of any private shareholder or individual; .. ...

. (8) Corporations, and any sommunity chest, fund,
or foundation, organized and operated: exalusively for
religicus, . charitable, scientific, literary, or educational
purposes, or far the prevention of, cruelty to children

© or animals, no part of the net earnings of which inures
‘to the benefit of any private sharehalder or individual;

(7) - Business leagues, chambers of cammerce, teal

westate: boards, or baards of tride, net erganized for

profit and no part of the net earnings of which inures

‘to the benefit of any private shareholder or individual;

(8) -Civio leagues or organirations not organized

‘for profit. but. operated exclusively' for the promotion
. -of social welfare, or locel associations of employees, the
'membership. of which -is: limited to the employees of a

designated person or persons in a particular munici-
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. pality, and the net earnings of which are devoted cx-

clusively to charitable, educational, or reereational pur-

poses; ,
(9) Clubs organized and operated exclusively for
pleasure, recreation, and other nonprofitable purposes,
no part of the net earnings of which inures to the bene-
fit of any private shareholder;

(10) Benevolent, life insurance associations of a
purely local character, mutual ditch or irrigation com-
panies, mutual or cooperative telephone companies, or
like organizations; but only if 85 per centum or more
of the income consists of amounts collected from mem-
bers for the sole purpose of meeting losses and ex-
penses;

(11) Farmers’ or other mutual hail, cyclone,
easualty, or fire insurance companies or associations
(including intéﬁnsurers and reciprocal underwriters)
the income of which is used or held for the purpose of
paying losses or expenses;

(12) Farmers’, fruit growers’, or like associations
orgunized:and operated on & cooperative basis (a) for

- .the purpose of marketing the products of members or
V Pther pmdncem, gnd turning back to them the proceeds
lof ales, lees the necessary marketing expenses, on the

H. R. 10236—5
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basis of either the quantity or the value of the products
farnished by them, or (b) for the purpose of pnrchas-
ing supplies and equipment for the use of members or

RO S G AAR

other persons,} and tufning over such supplies and
equipment to them at actaal cost, plus necessary ex-
penses. [Exemption shall not be denied any such
association because it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal
rate of interest in the State of inoorpoiution or 8 per
centum per annum, whichever is greater, on the value
of the consideration for which the stock was issued, and
if substantially all such stock (other than nonvoting
preferred stock, the owners of which are not entitled
or permitted to participate, directly or indirectly, in the
profits of the association, upon dissolution or otherwme,
beyond the fixed dividends) is owned by producers
who market their products 6r purchase their supplies
and equipment through the association; nor shall
exemption be denied any such association because there
is accumulated and maintained by it a reserve required
by State law or a reasonable reserve for any necessary -
purpose. Such an association may market the prod-
ucts of nonmembers in an amount the value of which
does not exceed the value of the products marketed for

members, and may purchase supplies and eqmpment |
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for nonmembers in an amount the value of which does
not exceed the value of the supplies and equipmeat
purchased for members, provided the value of the pur-
chases made for persons who are neither members nor
producers does not exceed 15 per centum of the value
of all its purchases;

(13) Corporations organized by an asseciation

exempt under the provisions of paragraph ('2), or
members thereof, for the purpose of financing the
ordinary crop operations of such members or other
producers, and operated in conjunction with such asso-
ciation. Exemption shall not be denied any such cor-
poration because it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal
rate of interest in the State of incorporation or 8 per
centum per annum, whichever is greater, on the valuc
of the consideration for which the stock was issucd,
and if substantially all such stock (other than non-
voting preferred stock, the owners of which are not en-
titled or permitted to participate, directly or indirectly,
in the profits of the corporation, upon dissolution or
otherwise, beyond the fixed dividends) is owned by
such association, or members thereof; nor shall exemp-
tion be denied any such corporation because there is

. sccumulated and maintained by it a reserve required

e mponS
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"by State law or a rcasonable reserve for any necessary

purpose;
(14) Corporations organized for the - exclusive:

purpose of holding title to property, collecting income
therefrom, and turning over the entire amount thereof,
less expenses, to an organization which itself is exempt
from the tax imposed by this title;

(15) Federal land banks, ‘national farm-loan as-
sociations, and Federal intermediate credit banks, as
provided in the Federal Farm Loan Act, as amended ;

(16) Voluntary employees’ beneficiary associa-
tions providing for the payment of life, sick, accident,
or other benefits to the members of such association
or their dependents, if (A) no part of their net earn-
ings inurcs (other than through such payments) to the
benefit of any private shareholder or individual, and
(B) 85 per centum or more of the income consists of

amounts collected from members for the solo purpose

- of making such payments and meeting expenses; -

(17) Teachers’ retirement fund associations of a
purely local character, if (A) no part of their net earn-
ings inures (other than through payment of retirement
benefits) to the benefit of any private shareholder or
individual, and (B) the income consists solely of
amounts received fromn public taxation, amounts re-
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ceived from assessments upon the teaching salaries

of members, and income in respect of investments.
SEC. 104; ACCUMULATION OF SURPLUS TO EVADE SUR-

| TAXES.

(a) If any corporation, however created or organized,
is formed or availed of for the purpose of preventing the
imposition of the surtax upon its shareholders through Athe
medium of permitting its gains and profits to accumulate
instead of being divided or distributed, there shall be levied,
oollected, and paid for each taxable year upon the net income
of such corporation a tax equal to 50 per centumn of the
amount thereof, which shall be in addition to the tax imposed
by section 13 and shall be computed, collected, and paid
upon the seme basis and in the same manner and subject
to the same provisions of law, including penalties, as that
tax.

(b) The fact that any corporation is a mere holding
or investment company, or that the gains or profits are
permitted to accumulate beyond the reasonable needs of the

. business, shall be prima facie evidence of a purpose to escape

the surtax,
(o) As used in this section the term  net income ”
means the net income as defined in section 21, increased by

the sum of the amount of the dividend deduction allowed

.under section 23 (p) and the amount of the interest on
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obligations of the United States issued after September 1,
1917, which would be subject to tax in whole or in part
in the hands of an individual owner.

(d) The tax imposed by this section sheli not apply
if all the shareholders of the corporation include (at the
time of filing their returns) in their gross income their entire
distributive shares, whether distributed or not, of the net
income of the corporation for such year. Any amount so
included in the gross income of a shareholder shall be treated
a8 a dividend received. Any subsequent distribution made
by the corporation out of the earnings or profits for such
taxable year shall, if distributed to any shareholder who has
80 included in his gross income his distributive share, be
exempt from tax in the amount of the share so incladed.
SEC. 105. TAXABLE PERIOD EMBRACING YEARS WITH DIPF-

FERENT LAWS.

If it is necessary to compute the tax for a period begin-
ning ic one calendar year (hereinafter in this section called
““ first calendar year ') and ending in the following calendar
year (hereinafter in this section called “second calendar
year”’) and the law applicable to the second calendar year
is different from the law applicable to the first calendar year,
then the tax under this title for the period endrzy; aaring the
second calendar year shall be the sam of. (.) the same
proportion of a tax for the entire period, determined under
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the law applicable to the first calendar year aund at the rates
for such year, which the portion of such period falling within
the first calendar year is of the entire period; and (2) the
same proportion of a tax for the entire period, determined
under the law applicable to the second calendar year and
at the rates for such year, which the portion of such period
falling within the second calendar year is of the entire
period.

Supplement B—Computation of Net Income

(Supplementary to Subtitle B, Part I1]

SEC. 111. DETERMINATION OF AMOUNT OF GAIN OR LOSS.

(r) CoMPUTATION OF GAIN OB Loss.—Except as
hereinafter provided in this scction, the gain from the sale
or other disposition of property shall be the excess of the
amount realized therefrom over the besis previded in seetion
113; end adjusted basis provided in section 113(b), and
the loes shall be the excess of such basis over the amount
realized.

b} AbsvssMEns oF Basis—In computing the
amount of gain or lous under subseetion {a)—

{1 Proper edjustiient shell be mede for any
expenditure; receipt; loss; or other itam; preperly
chargeablo to eepitel acoount; and

43} The besis shall be diminished by the ameunt
of the deduetions for exbausiien; wear and tear; ob-
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soleseence; amertization; and depletion which have

sinee the aequisition of the property boen alloweble in

respeet of steh property under this Aet or prior income
tex laws; but in 5o case shall the amount of the dimint-
tHon in respeet of depletion exeeed o depletion deduetion
computed witheut reference to diseovery valie under
seetion 114-{h}-{3} or to pereeniago depletion under
seetion 114-(b}-{8}- In eddition; if the property wus
sequired before March 1; 1043 the basis -if other than
the feir markes value as of Mareh 1; 1043) shell be
diminished in the amount of exhaustion; weer and tesr;
obsoleseenee; and depletion actuslly sustained before
such date; and |

{3} In the ease of steck the basis chall be dimin-
ished by the emeunt of distributions previensly made in
respeet of sueh stoek; to the extent provided under the
law applieable to the year in which the distribution was
made:

{e} (b) AMoUNT REALIZED.—The amount realized
from the sale or other disposition of property shall be the sum
of any money received plus the fair market value of the prop-
erty (other than money) received.

44} (¢c) REcoaNITION OF GAIN OR L0S8.—In the case
of a sale or exchange, the extént to which the ghin or loss

determined under this section shall be recognized for the
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purposes of this title, shall be determined under the provi-
sions of section 112,

{e} (d) INsTALLMENT SALES.—Nothing in this sec-
tion shall be coastrued to prevent (in the case of property
sold under contract providing for payment in installments)
the taxation of that portion of any installment payment rep-
resenting gain or profit in the year in which such payment
is received.

SEC. 112, RECOGNITION OF GAIN OR LOSS.

(a) GENEBAL RULE.—Upon the sale or exchange of
property the entire amount of the gain or loss, determined
under section 111, shall be recognized, except as hereinafter
provided in this section,

(b) ExcHANGES SOLELY IN KIND.—

(1) PROPERTY HELD FOR PRODUCTIVE USE OR
INVESTMENT.—No gain or loss shall be recognized if
property held for productive use in trade or business
or for investment (not including stock in trade or other
property held primarily for sale, nor stocks, bonds,
notes, choses in action, certiﬁcates of trust or bene-
ficial interest, or other securities or evidences of indebt-
edness or interest) is exchanged solely for property
of a like kind to be held either for productive use in

trade or business or for investment,
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(2) 8TOCK FOR STOCK OF BAME OORPORATION.—
No gain or loss shall be recognized if common stock
in & corporation is exchanged solely for common stock
in the same wmoﬁtion, or if preferred stock in a
corporation is exchanged solely for preferred stock in
the same corporation.

(3) BTOCK FOR STOOK ON REORGANIZATION.—
No gain or loss shall be recognized if stock or securities
ina corporatioxi) a party to a reorganization m, in
pursuance of the plan of reorganization, exchanged
solely for stock or securities in such corporation or in
another corporation a party to the reorganization,

(4) SAME—QGAIN OF CORPORATION.—No gain
or loss shall be recognized if a corporation a party
to a reorganization exchanges property, in pursuance
of the plan of reorganization, solely for stock or securi-
ties in another corporation a party to the reorganizatioﬁ.

(5) TRANSFER TO CORPORATION CONTROLLED
BY TRANSFEROR.—No gain or losé shall be recognized
if property is transferred to a corporation by one or
more persons solely in exchange for stock or securities
in such corporation and immediately after the exchange
such pemon or persons are in control of the oorporn-
tion; but in the case of an exchange by two or more

persons this paragraph shall apply only if the amount
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of the stock and securities received by each is sub-
s«antially in proportion to his interest in the property
prior to the exchange.
(¢) Gam FroM ExcraNGes Nor SoLeLy 1IN Kinp.—

(1) If an exchange weuld be within the pro-
vision» of subsection (b) (1), (2), (8), or (5) of
this section if it were not for the fact that the property
received in exchange consists not only of property per-
mitted by such paragraph to be received without the
recognition of gain, but also of other property or money,
then the guin, if any, to the recipient shall be recog-
nized, but in an amount not in excess of the sum of

such money and the fair market value of such other

property.

(2) If a distribution made in pursuance of a plan
of reorganization is within the provisions of paragraph
(1) of this subsection but has the effect of the distri-
bution of a taxable dividend, then there shall be taxed
as a dividend to each distributee such an amount of the
gain recognized under paragraph (1) as is not in ex-
cess of his ratable share of the undistributed earnings
and profits of the corporation aeensmulated after Febru-
ary 28; 3833, The remainder, if any, of the gain
recognizéd uhder paragraph (1) shall be taxed as a
gain from :thr exchange of property.
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(d) S8AME—GAIN oF CoRPORATION.—If an exchange
would be within the provisions of subsection (b) (4) of
this section if it were not for the fact that the property
received in exchange consists not only of stock or securities
permitted by such paragraph to be reccived without the
recognition of gain, but also of other property or money,
then— |

(1) 1f the corporation receiving such other prop-
erty or money distributes it in pursuance of the plan
of moréanization, no gain to the corporation shall be
recognized from the exchange, but

(2) If the corporation receiving such other prop-
erty or money does not distribute it in pursuance of
the plan of reorganization, the gain, if any, to the cor-
poration shall be recognized, but in an amount not in ex-
cess of the sum of such money and the fair market value
of such other property so received, which is not so
distributed.

(e) Loss FroM ExcHANGES Nor SoLELY IN KIND.—
If an exchange would be within the provisions of subsec-
tion (b) (1) to (5), inclusive, of this section if it were
not for the fact that the property received in exchange con-
gists not only of property permitted by such paragraph to
bo received without the recognition of gain or loss, but also
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of other property or money, then no loss from the exchange
shall be recogriized. '

(f) INvoLUNTARY CONVERSIONS.—If property (as
a result of its destruction in whole or in part, theft or seizure,
or an exercise of the power of requisition or condemnation,
or the threat or imminence thereof) is compulsorily or in-
voluntarily converted into property similar or related in
service or use to the property so converted, or into money
which is forthwith in good faith, under regulations pre-
scribed by the Commissioner with the approval of the Secre-
tary, expended in the acquisition of other property similar
or related in service or use to the property so converted,
or in the acquisition of control of a corporation owning
such other property, or in the establishment of a replace-
ment fund, no gain or loss shall be recognized. If any part
of the money is not so expended, the gain, if any, shall
be recognized, but in an amount not in excess of the money
which is not so expended.

(g) DIsTRIBUTION OF STOCK ON REORGANIZA-
TION.—If there is distributed, in pursuance of a plan of
reorganization, to a shareholder in a corporation a party to
the reorganization, stock or securities in such corporation
or in another corporation a party to the reorganization, with-
out the surrender by such shareholder of stock or securities
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in such a corporation, no gam to the distributee from the
receipt of such stock or securities shall be recognized.
(h) Saue—ErFEor oX FUTURE DISTRIBUTIONS.—
The distribution, in pursuance of a plan of reorganization,
by or on behnlf of a corporation a party to the reorganiza-

tion, of its stock or securities or stock or securities in a

corp(;ration a party to the reorganization, if no gain to,the
dustributee from the receipt of such stock or securities was
recognized by law, shall not be considered a distribution of
earnings or profits within the meaning of section 115 (b)
for the purpose of determining the taxability of subsequent
distributions by the corporation.

(1) DerFINITION OF REORGANIZATION.—AS used in
this section and sections 113 and 116—

(1) The term “reorganization” means (A) a
merger or consolidation (including the aoquisition by
one corporation of at least a majority of the voting
stock and at least a majority of the total number of
shares of all other classes of stock of another corpora-
tion, or substantially all the properties of another cor-
poration), or (B) a transfer by a corporation of all or
a part of its asseéts to another corporation if immedi
ately after the transfer the transferor or its stockholders
or both are in control of the corporation to which the .
assets are transferred, or (C) a recapitalization, or (D)
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& mere change in idex;ﬁéy, form, or place of organiza-

‘tion, how;siver effected. _ \

(2) The torm “a party to a reofgax;ization ” in-
cludes a corporation resulting from a reorganization
and includes both corporations in the case of an acquisi-
tion by one corporation of at least a majority of the
voting stock and at least a majority of the total num-

" ber of shares of all other classes of stock of another
corporation. | |

(j) DeriNITION OF CONTROL.—AS used in this seo-
tion the term “ control ”’ means the ownership of at least 80
per centum of the voting stock and at least 80 per centum
of the total number of shares of all other classes of stock of
th; corporation,

(k) ForEIGN CORPORATIONS.—In determining the
extent to which gain shall be recognized in the case of any
of the exchanges or distributions (made after the date of the
enactment of this Act) described in mbaectwn (b)(8), (4),
or (5), or descnbed in s0 much of subsection (c) as refers
o subsection (b)(8) or (5), or described in subsection (d)
or (g), a foreign corporation shall not be considered as a
Wraﬁon unless, prior to such exchange or distribution,
it has been established to the satisfaction of the Commissioner
that such exchange or distribution is not in pursuafwe of a
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1 plan having as one of its principal purposes the avoidance of
Federal tncome tazes.
8EC. 118. ADJUSTED BASIB FOR DETERMINING GAIN OR

2]

LOSS.

(a) Basis (UNADJUSTED) OF PROPERTY A6QEEaED
APFRR FEBRUARY 28; 1013.—The basis for delermining
the gain or loss from the sale or other dispesition of property
8 aeqéreda&e!l?ebm!y%m&shaﬂbethe@tofmch
9 property; except that— ‘

10 (1) INVENTORY VALUR.—If the property should
11 have been included in the last inventory, the basis shall

S O e

=

12 be t.hel last inventory value thereof.

13 (2) Grr ArTER DECEMBER 81, 1920.—If the
14 property was acquired by gift after December 31,‘
15 1920, the basis shall be the same as it would be in
16 the hands of the donor or the last preceding owner by
17 whom it was not acquired by gift. If the facts neces-

18 sary to determine such basis are unknown to the donee,
19 the Commissioner shall, if possible, obtain such facts
20 from such donor or last preceding owner, or any other

21 person cognizant thereof. If the Commissioner finds
22 it impossible to obtain such facts, the basis shall be
93 the fair market value of such property as foun‘d’ by
24 the Commissioner as of the date or approximate dnteé
25 at which, according to the best information that the

LSRR I N
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Commissioner is able to obtain, such property was
acquired by such danor or last preceding owmer.

(3) TRANSFER IN TRUST AFYER DECEMBER 81,
1820.—1f the property was aoquired after December
81, 1920, by a transfer in trust (other than by a trans-
fer in trust by a bequest or devise) the basis shall be
the same as it would be in the hands of the grantor,
increased in the amount of gain or decreased in the
amount of loss recognized to the grantor apon such
transfer under the law applicable to the year in which
the transfer was made,

(4) GIFT OB TRANSFER IN TRUST BEFORE
JANUARY 1, 1921.—If the property was aoquired by
gift or transler in trust on or before December 31, 1920,
the basis shall be the fair market value of such property
at the time of such aoquisition. The provisions of this
paragraph shall appiy to the aoquisition of such prop-
erty interests as are specified in sesfion 402 (e) of
tl;e Revenue Act of 1921, or in section 302 (f) of the
Revenue Act of 1924 or the Revenue Act of 1924
(relating to property passing under power of appoint-
ment) regardless of the time of aoquisition.

(6) PROPERTY TRANSMITTED AT DBATH.—I

personal property was scquired by specific bequest, dr.

. H.R.10236——6
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if real property was acquired by general or specifio
devise or by intestacy, the basis shall be the fair marke:
value of the property at the time of the death of the

decedent. If the property was acquired by the dece-

dent’s estate from the decedent, the basis in the hands
of the estate shall be the fair market value of the prop-
erty at the time of the death of the decedent. In all
other cases if the property was acquired either by will
or by intestacy, the basis shall be the fair market value

. of the property at the time of the distribution to the

taxpayer. In the case of property transferred in trust
to pay the income for life to or upon the order or
direction of the grantor, with the right reserved to the

. grantor at all times prior to hig death to revoke the

trust, the basis of such property in the bhands of the
persons entitled under the terms of the trust instrument
to the property after the grantor’s death shall, after
such death, be the same as if the trust instrument had

_been a will executed on the day of the grantor’s death.

~ (8) TAX-FRER EXCHANGES GENERALLY.—If the-
property was acquired upon an exchange described in
section 112 (b) to (e), ihcluaive, the basis shall be the
same as in the case of the property exchanged,

~ decreased in the amount of any money received by the

taxpayer and increased in the amount of gain or
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decreased in the amount of loss to the taxpayer that

was recognized upon such exchange under the law

applicable to the year in which the exchange was made.

If the property so acquired consisted in part of the type

of property permitted by section 112 (L) to be received

without the recognition of gain or loss, and in part of

other property, the basis provided in this paragraph

shall be allocated between the properties (other than

fnoney) received, and for the purpose of the allocation

there shall be assigned to such other property an amount

equivalent to its fair market value at the date of the

exchange. This paragraph shall not apply to property

acquired by a corporation by the issuance of its stock
or securitics as the consideration in who'e or in part for

the transfer of the property to it.

(7) TRANSFERS TO CORPORATION WHERE OON-'
TROL OF PROPERTY REMAINS IN SAME PERSONS.—If
the property was acquired after December 31, 1917,
by a corporation in connection with a reorganization,
and immediately after the transfer an interest or contro).
in such property of 80 per eentusn 50 per centum or.
more remained in the same persens or any of them,

then the basis shall be the same as it would be in the

- hands of the transferor, increased in the amount of gais -

or decreased in the amount of loss recognised to the .
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transferor upon such transfer ander the law applicable
to the year in which the transfer was made. This
paragraph shall not apply if the property acquired
consists of stock or seourities in & corporation a party
to the reorganization, unless acquired by the issuance
of stock or securities of the transferee as the considera-
tion in whole or in part for the transfer.

(8) SAME—CORPORATION EONFROLLED BY¥
PRANSPEROR PROPERTY ACQUIRED BY ISSUANCE OF
8TOCK OR A8 PAID-IN SURPLUS.—If the property was
acquired after December 31, 1920, by a eerporation
by corporation—

(A) by the issuance of its stock or sccurities
in connection with a transaction described in
section 112 (b) (5) (including, also, cases where
part of the consideration for the transfer of such
property to the corporation was property or
money, in addition to such étock or securities),
then or
(B) as paid-in surplus,

then the basis shall be the same as it would be in the
hands of the transferor, increased in the amount of
gain or decreased in the amount of loss recognized to
the transferor upon such transfer under the law appli-

cable to the year in which the transfer was made.
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(9) Tax-FREE DISTRIBUTIONS.—If the propenty
consists of stock or securities distributed after Decemlyer
31, 1923, to a taxpayer in connection with a transac-
tion described in section 112 (g), the basis in the case
of the stock in respect of which the distribution was
made shall be appertioned, under rules and regulations
prescribed by the Commissioner with the approval-of
the Secretary, between such stock and the stock or
securities distributed.

(10) INVOLUNTARY CONVERSION.—If the prop-
erty was acquired as the result of a compulsory or
involuntary conversion described in section 112 (f},
the basis shall be the same as in the case of the property
so converted, decreased in the amount of any money
received by the taxpayer which was not expended
in accordance with the provisions of law (applicable
to the year in which such conversion was made)
determining the taxable status of the gain or loss upen
such conversion, and increased in the amount of ggin
or decreased in the amount of loss to the taxpayer
recognized upon such conversion under the law appli-
cable to the year in which such conversion §vas made:

(11) WASH SALES OF 8100K.—If substentilly
identieal the property wes sequired efter December 83;
1920, in place of stoek or seeurities which were seld
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or dispesed of and in respect of which loss wes net
allowed as & deduetion under seetion 118 of this Ael;
or under seetion 214{a}{b)} er 234{a}{4) of the
Revente Aet of 1031; the Revenuo Aet of 1024; or
the Revenue Aet of 1026; the basis in the ease of the
property so eequired shall be the basis in the ease of
the stoek or seeurities so sold er disposed of; exeept
that f the repurehase priee wae in emeess of the sale
price sueh basis shell be inereased in the ameunt of

* the differenee; or if the repurehase priee was less than

the sale priee sueh hasis shall be deercased in the
amount of the differenee consists of stock or securities

~ the acquisition of which (or the contract or option to

acquire which) resulted in the nondeductibility (under

section 118 of this Act or corresponding provisions

* of prior income tax laws, relating to wash sales) of

the loss from the sale or other disposition of substantially
wdentiwcal stock or securities, then the basis shall be the
basis of the stock or securities so sold or disposed of,

increased or decreused, as the case may be, by the

difference, if any, between the price at which the prop-

erty was acquired and the price at which such substan-
tially identical stock or securities were sold or otherwise

disposed of.
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(12) PROPERTY ACQUIRED DURING AFFILIA-
TION.,—In the case of property acquired by & corpora-

tion, during a period of affiliation, from a corporation

. with which it was affiliated, the basis of such property,

after such period of affiliation, shall be determined, in
accordance with regulations prescribed by the Com-.
missioner with the approval of the Secretary, without
regard to inter-company transactions in respect of
which gain or loss was not recognized. For the pur-
poses of this paragraph, the term  period of affilia-
tion ”” means the period during which such corporations
were affiliated (determined in accordance with the law
applicable thereto) but does not include any taxable
year beginning on or after January 1, 1922, unless a
consolidated return was made, nor any taxable year
after the taxable year 1928. The basis ia case of

_ property acquired by a corporation during-any period,

in the taxable year 1929 or any subsequent taxable

year, in respect of which a consolidated return is made

" by such corporation under section 141 of this Act .or

the Revenue Act of 1928, shall be determined in accord-
ance with regulations prescribed under section 141 (b).
of this Act or the Revenue Act of 1928.

4by (13) ProrERTY ACQUIRED BEFORE MARCH 'Y,

1913.—The basis for determining the gain of losy from the
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sale e other dispesition of preperty eequired before Mareh
15 4043; shall be: |
{3} the eost of suvh preperty {or; in the ease of
mmoh property s is deseribed in subsection {a) (1)5
{4); 46} er {13} of this sestion; the basis a8 therein
providudy or
{2} the fair merket value of such property as of
Marek 3; 1043;
whichever is greater: In the case of property acquired
before March 1, 1913, if the basis otherwise determined under
this scbsection, adjusted as provided in subsection (b), is
less than the fair market value of the property as of March
1, 1913, then the basis shall be such fair market value. In

determining the fair market value of stock in a corporation

- a8 of March 1, 1913, due regard shall be given to the fair

market value of the assets of the corporation as of that date.
(b) ADJUSTED BasIs.—The adjusted basis for deter-
mining the gain or loss from the sale or other disposition of
property, whenever acquired, shall be the basis determined
under subseetion (a), adjusicd as hereinafter provided.
(1) GENERAL RULE—Proper adjustment in
respect of the property shall in all cases be made—
(A) for expenditures, receipts, losses, or other
items, properly chargeable to capital account;
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(B) in respect of any period since February
28, 1913, for ezhaustion, wear and tear, obsoles-
eence, amortization, and depletion (compuled
without regard to discovery value or percentage
deplstion), to the extent allowed (but not less than
the amount allowable) under this Act or prior
tncome taz laws;

(C) n respect of any pervod prior to March
1, 1913, for exhaustion, wear and tear, obsoles
cence, amortization, and depletion, to the extent
sustained;

(D) in the case of stock (to the extent not
provided for in the foregoing subparagraphs) for
the amount of distributions previously made which,
under the law applicable to the year in which the
distribution was made, either were taz-free or were
applicable in reduction of basis (not including dis-
tributions made by a corporation, which was classi-
fied as a personal service corporation under the
provisions of the Revenue Act of 1918 or 1921,

out of us earnings or profits which were tazable

in accordance with the provisions of section 218
of the Revenue Act of 1918 or 1921).

(3) SuBstiTUTED BASIS.—The term * substi-

tuted basis’ as used in this subsection means a basis
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delermined under any provision of subsection (a) ;of
this seclion or under any corresponding provision of
a prior income taz law, providing that the basis shall
be determined—
-(4) by reference to the basis in the hands of
a transferor, donor, or grantor, or
(B) by reference to other property held at
any time by the person for whom the basis is to
be determined.
Whenever it appears that the basis: of property in the
hands of the taxpayer is a substituted basis, then the
adjustments provided in paragraph (1) of this sub-
section shall be made after first making in respect of
such substituted basis proper adjustments of a similar
nature in respect of the period during whfch the prop-
erly ﬁzas held by the transferor, domor, or grantor, or
during which the other property was held by the person

- for whom the basis 18 to be determined. A similar rule

shall be applicd in the case of a series of substituted

bases. : e,

21 SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION. .

22

(a) Basis For DEPRECIATION.—The basis upon

23  which exhaustion, wear and tear, and obsolescence are to he

24 allowed in respect of any property shall be the same as is

25 provided in seetion 13 adjusted basis provided in section
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1 113(b) for the purpose of determining the gain or loss upon

9

3

3

16

the sale or other disposition of such property.

(b) Basis FOR DEPLETION.—

(1) GeNERAL RULE.—The basis upon which de-
pletion is to be allowed in respect of any property
shall be the sasse as is provided in seetion +13 adjusted
basis provided in section 113(b) for the purpose of
determining the gain or loss upon the sale or other
disposition of such property, except as provided in
paragraphs (2) and (3) of this subsection.

(2) DISCOVERY VALUE IN CASE OF MINES.—In
the case of mines discovered by the taxpayer after
February 28, 1913, the basis for depletion shall be the
fair market value of the property at the date of dis-
covery or within thirty days thereafter, if such mines
were not acquired as the result of purchase of a proven
tract or lease, and if the fair market value of the prop-
erty is materially disproportionate to the cost. The

depletion allowance based on discovery value provided

. in this paragraph shall not exceed 50 per centum of

the net income of the taxpayer (computed withont

_ allowance for depletion) from the property upon whick

- the discovery was made, except that in-no case shall

the depletion allowance be less than it would be - if

computed without reference to discovery value. Dis-
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coveries shall include minerals in commercial quanti-
ties contained within a vein or deposit discovered in
an existing mine or mining trict by the taxpayer after
February 28, 19183, if the vein or deposit thus discov-
ered was not merely the uninterrupted extension of a
continuing commercial vein or deposit already known
to exist, and if the discovered minerals are of sufficient
value and quantity that they could be separately mined
and marketed at a profit.
(3) PERCENTAGE DEPLETION FOR SULPHUR, OIL
AND GA8 WELLS.—In the case of sulphur, oil and gas
wells the allowance for depletion shall be 274 per
centum of the gross income from the property during
the taxable year. BSuch allowance shall not exceed 50
per centum of the net income of the taxpayer (com-
puted without allowance for depletion) from the prop-
etty, except that in no case shall the depletion allowance
be less than it would be if computed without reference
to this paragraph.
SEC. 115. DISTRIBUTIONS BY CORPORATIONS. C
(a) DEFINITION OF DIvIDEND.—The term * divi-
dend " when used in this title (except in section 203 (a) (4)
and section 208 (c) (1), relating to insurarce companies)

titeans any distribution made by a corporstion tv its share-



O T e O = TN =V S
Ct B W N = D

et
D

17

1¢
20
21
22
23
24
25

B R DU AR T TR S T R S

o8
Lolders, whether in money or in other property, out of its
earnings or profits aeenmulated after Febmary 38; 1913.
(b) Sourck orF DisteIBUTIONS.—For the purposc;s
of this Act every distribution is made out of earnings or prof-

its to the extent thereof, and from the most recently accumu-

lated earnings or profits. Any earnings or profits acewmu-

_ lated; or inerease in velue of property aeerued; before
Marel 1; 1013; may be distributed exempt from tax; after

the earnings and profits aceumulated after February 28;
tion shall be applied ageinst end reduee the besis of the
stock provided in sestion 113.

(c) DISTRIBUTIONS IN LIQUIDATION.—Amounts dis-
tributed in complete liquidaiion of a corporation shall be
treated as in full payment in exchange for the stock, and
amounts distributed in partial liquidation of a corporation
shall be treated as in part or full payment in exchange for

. the stock. The gain or loss to the distributee resulting from

such oxchange shall be determined under section 111, but
shall be recognized only to the extent provided in section
112. In the case of amounts distributed in partial liquida-
tion (other than a distribution within the provisions of
section 112 (h) of stock or securities in connection with a

reorganization) the part of such distribution which is

properly chargeable to capital account shall not be consid-
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cred a distribution of earnings or profits within the meaning

of subsection (b) of this section for the purpose of deter-
mining the taxability of subsequent distributions by the
corporation.

(d) OtHER DISTRIBUTIONS FROM CAPITAL.—If any
distribution (not in partial or complete liquidation) made
by a corporation to its shareholders is net eut of inerease
in value of property acerued before Mareh 1; 1013; and is

not out of earnings or profits, then the amount of such dis-

- tribution shall be applied against and reduce the basis of

the stock provided in scction 113, and if in excess of such
basis, such excess shall be taxable in the same manner as a

gain from the sale or exchange of property. The previ-
gions of this subseetion sholl alse apply to distributions frem

 depletion reserves besed on the diseovery value of mines:

(e) DiSTRIBUTIONS BY PERSONAL SERVICE CoRPO-
RATIONS.—Any distribution made by a corporation, which
was classified as a personal service corporation under the
provisions of the Revenue Act of 1918 or the Revenue At
of 1921, oxit of its earnings or profits which were taxable in’
accordance with the provisions of section 218 of the Revenue.
Act of 1918 or section 218 of the Revenue Act of 1921, ghall

be exempt from tax to the distributees.
(f) Stock DivipENDS.—A stock dividend shall not be.

subject to tax.
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"+ (g) RepEmpriOoN OF StocK.—If a corporation can-

“cels or redeems its stock (whether or not such stock was

issned as'a stock dividend) at such time and in such manner
a8 to make the distribution and cancellation or redemption
in whole or in part essentially equivalent to the distribution
of a taxable dividend, the amount so distributed in redemp-
tion or cancellation of the stock, to the extent that it repre-
sents a distribution of earnings or profits aceumulated after
Febrary 38; 1048, shall be treated as a taxable dividend.
In the ease of the eancellation or redemption of stoek net

- isgued 6o o steek dividend this snbseetion shall apply enly
- i the eaneellation or redemption is nade after January 1;

1626:

(by DEFINITION Or PARTIAL LIQUIDATION.—As
used in this section the term “ amounts distributed in partial
liquidation ” 1neans a distribution by a corporation in com-
plete cancellation or redemption of a part of its stock, or

one of a series of distributions in complete cancellation or

- redemption of all or a portion of its stock.

! SEC. 116. EXCLUSIONS FROM GROSS INCOME.

In addition to the items specified in section 22 (b),

‘the following items shall not be included in gross income

and shall be exempt from taxation under this title:
(a) EARNED INcOME FrROM SoURCES WITHOUT

UNITED STATES.—In the case of an individual citizen of
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the United States, a bona fide nonresident of the United
States for more than six months during the taxable year,
amounts received from sources without the United States
if such amounts constitute earned income as defined in sec-
tion 8+ 25(g); but such individual shall not be allowed
as a deduction from his gross income any deductions properly
allocable to or chargeable against amounts excluded from
gross income upder this subwcﬁon.

(b) Teacners IN AvLaska ANp Hawam—In the
case of an individual employed by Alaska or Hawaii or any
political subdivision thereof as a teacher in any educational
institution, the compensation received as such. This sub-
section shall not exempt compensation pe«d directly or
indirectly by the Government of the United States. Sub-
section (b) of section 5 of the Act entith.” “An Act lo pro-
vide a government for the Territory of Hawaii”, approved
April 30, 1900, as amended by the Act entitled “An Act
to amend section 5 of the Act entitled ‘An Act to provide
a government for the Territory of Hawaii’, approved April
30, 1900, approved Apri 12, 1930 [U. 8. C., St;p. V,

title 48, sec. 495 (b)], is repealed as of January 1, 1932,

Note.—The matter repealed by the above subsection reads as follows:

The salaries or wages paid by the Territory of Hawaii, or any of its
political subdivisions, for services rendered in connection with the exercise
of an essential governmental function of the Territory or ‘its political
subdivisions, shall not be taxable by the United States in the administra-
tion of the income tax laws.
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(c¢) INooMe oF ForEIGN QOVERNMENTS.—The in-
come of foreign governments received from investments in
the United States in stocks, bonds, or other domestic securi-
ties, owned by such foreign governments, or from interest
on deposits in banks in the United States of moneys belong-
ing to such foreign governments, or from any other source
within the United States.

(d) IncoME OF SraTes, MUNICIPALITIES, ETO.—
Income derived from any public utility cr the exercise of
any essential governmental function and accruing to any
State, Territory, or the District of Columbia, or any political
subdivision of a Btate or Territory, or income accruing te
the Government of any possession of the United States, or
any political subdivision thereof.

Columbia, or any political subdivision of a State or Terri-

Whenever any State, Territory, or the District of
tor  or to September 8, 1916, entered in good faith into
a contract with any persen, the object and purpose of which
is to acquire, comstruct, operate, or maintain a public
utility—

(1) If by the texms of such, congract the tax
imposed by this title is to be paid out of the praceeds
from the operation of such public utility, prior to any
division of such proceeds between the person and the

H. R. 10236——1
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State, Territory, political subdivision, or the District
of Cciumbia, and if, but for the imposition of the tax
imposed by this title, a part of such proceeds for the
taxable year would aocrue directly to or for the use

of sych Btate, Territory, political subdivision, or the

Distriot of Columbia, then a tax upon the net income
from the operation of such public utility shall be levied,
assessed, collected, and paid in the manner and at the
rates proscribed in this tile, but there shall be refunded

* to such State, Territory, political subdivision, or the

District of Columbia (under rules and regulations to
be prescribed by the Commissioner with the approval
of the Secretary) an amount which bears the same
relation to the amount of the tax as the amount which
(but for the imposition of the tax imposed by this
title) would have accrued directly to or for the use
of such Btate, Territory, political subdivision, or the
District of Columbia, bears to the amount of the net
income from the operation of such public utiiity for
such taxable year. S

(2), If by the terms of such contysct no part ofg
the proceeds from the operation of the publia utility for
the taxable year would, irrespective of the tax imposed

. by ‘this title, accrue directly to or for. the wse of sueh

State, Territory, political subdivision;: or the District
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of Columbia, then the tax upon the net income of

such person from the operation of such public utility

shall be levied, assessed, collected, and paid in the
manner and at the rates prescribed in this title,

(e) BRIGES T0 BR ACQUIRED BY STATE OR PoLITI-
0AL SUBDIVISION.—Whenever any State or political sub-
division thereof, in pursuance of a contract to which it is
not a party entered into befrre the enactment of this Aet the
Revenus Aot of 1928, is to acquire a bridge—

(1) If by the terms of such contract the tax
imposed by this title is to be paid out of the proceeds
from the operation of such bridge prior to any division
of such proceeds, and if, but for the imposition of the
tax imposed by this title, a part of such proceeds for
the taxable year would accrue directly to or for the use
of or would be applied for the benefit of such State
or political subdivision, then a tax upon the net in-
come from the operation of such bridge shall be levied,
assessed, collected, and paid in the manner and at the

. rates prescribed in this title, but there shall be re-
- fandéd ' to such State of political® sibdivision (under
rules and regulations t¢ b’ prescritied by the Commis-
sioner with the approval of the Secretary) an amount
which bears the same relation to the amount of the

tax ag the amount which (but for the imposition of the
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" tax imposed by this title) would have acorued direetly
to or for the use of or would be applied for the benefit
of such State or political subdivision, bears to the
amount of the net income from the operation of such
hridge for such taxable year. No such refund shall
be made unless the entire amount of the refund is to be
applied in part payment for the acquisition  of sgoh
bridge. .

(2) If by the terms of such contract no part of
the proceeds from the operation of the bridge for the
taxablo year would, irrespective of the tax imposed by
this title, accrue directly to or for the use of or be
applied for the benefit of such State or political subdi-
vision, then the tax upon the net income from the
operation of such bridge shall be levied, assessed, col-
lected, and paid in the manner and at the rates pre-
saribed in this title. |
(f) DivipExps FroM ““ CHINA TraDE Aor” Cor- °

PORATION.—In the case of a person, amounts distributed
as dividends to or for his benefit by a corporation organized
under.the Ching: Trade Aot, 1922, if, at the time of such
distribution, he is a;resident of China, ard the equitable
right to the income of the shares of stock of the corporation
is in good faith vested in him. ' |
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(g) SEIPOWNERS' PROTECTION AND ‘INDEMNITY
A38001ATIONS.—The receipts of shipowners’ mutual protec-
tion and indemnity associations not organized for profit, and
no part of the net earnings of: which inures to the benefit
of any private shareholder; but such corporations shall be
. subject a8 other persons to the tax upon theil net income
from interest, dividends, and rents. ‘
SEC. 117. NET LOSSES.
(&) DEFINITION OF “ NET Lo8s.”—As used in this

® ® A D R e 9 DD

10 section the term “net loss ” means the excess of the deduo-
11 tions allowed by this title over the gross income, with the .

12 - following exceptions and limitations: e )

13 (1) NoN-BUSINESS DEDUOTIONS.—Deductions
14  otherwise allowed by law not attributable to the operar
15 - tion of a trade or business regularly carried on by the

16.: . taxpayer shall be allowed only to the extent of the
17 amount of the gross income not derived from such.
18 - trade ar business;

19 . - - . (3) Oarrran Losses.—In the case of a tax-
20s. i . payer other than a corporation, deductions for capital .
ogow losses iherwise allowed by law shalt be allowed only -
29 ... . tothe extent of the capital gaime; + £
28 ... i (8) DepLeriON.—~The deduction for dogletions

24: .-, shall not exceed the amouns which would be. alowablé -
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il computed without reference to discovery value, or
to percentage depletion under section 114 (b) (3) ;
(4) Divipenps.—The deduction provided for in
. gection 28 (p) of amounts received as dividends shall
. not-ba allowed ;

- (5) InTEREST.—~There shall be included in com-
puting gmss income.the amount of interest received
free from tax under this title, decreased by the amount

-of interest paid or accrued which is not allowed as a
deduction by section 28 (b) ;

- (6) NET LO8S NOT TO PRODUCE NET wss.—;ln
computing the net loss for any taxable. year a net loss
for a prior year shall not be allowed as a deduction.

(b) Nkt Loss A8 A DEpUCTION.—II, for any taxabla
year after the tazable year 1933, it appears upon .he produc- .
tion of evidence satisfactory to the Commissioner that any..
taxpayer has sustained & net loss, the amount thereof shall be
allowed as a deduction in computing the net.inoome of the :

. taxpayer for the sutceeding taxable year (hereinafter in this -
~ section oalled “ second year ’’) rand i sueh net loss is in em-
.0e08 of such net income {domputod withont such deductions); '
‘the amount of meh excess shall be allowed as o deduction in
. computing ¢he net ineome for the next mieceoding tazable

year (hereinafter in this coetion ealled ~third year"); the
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1 deduction in all cases to be made under regulations prescribed
2 by the Commissioner with the approval of the Secretary.
8 (o) OaprrraL Ner GAIx e» 1688 IN BECOND YHAR.~

1) Carieat, ¥F 1088-—IH in the second yedr
- ital not lossy the doduetion allowed by subsection -(b)-
of this seetion shall first be applied as o deduetion in
eomputing the ordinary net income for suoh year: I
the dedaetion is in exeess of the ordinary net ineeme
10 {eomputed withont such doduction) then the amount
11  of such execess shall be allowed as & deduetion in eom-
13 puting not ineome for the third year: . s

18 +8) CAPypat, NA® @ABN—If in the second year
14 the taxpayer (other than a corporation) has a capital
16. . 'net gain, the deduction allowed by subsection (b) of.
16 this section shall first be applied as a deduotion in com-
17. - puting the ordinary neét income for such year. H the
18 - . deduetien is in excesn of the erdinary net inosme (eom-
19, .. puaied swithowt saech deduetion) the amount of such’
20 . . . exvess shall newt. be applied dgainst tho eapital net
22 ., gein tho amount of that exooss:shall be allowed ao &
23 - ' . deduetien in eomputing nei ineome for the third year:
24 . . +d) Carirah Ny GAt¥ 0B 1068 B¢ THMD YRAR— .
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" 16 ony- portion of o sob late is allowod 08  deduction in: com-
of eithor sabseetion (b) or (e} of this seetion and the tax-
payer {other than 6 eorporetion)- hoes in sueh yoar & eapiigl
ned gain.or o capital nol lossy then the method of allowing

. gach dedution in such third year shall bo the same 08 pre-

. ided in subsoetion (o)

4¢) (d) Net Less Losskg POR 3036 on 1997 1930 or
- 193111 for the taxable year 1036 er 409% 1930 or 1931

D @ D RO W D e

10 a taxpayer sustained a net loss within the provisions of the
11 Revenue. Act of 1098; the 1928, the amount. of such net
12 loss shall not be allowed as a deduction in computing net
13 . income for the tweo sueeeeding iaxable years to the seme
14 extent and in the samo manner ae a net loss susteined far.
16 ‘e sasable yenr ity under thia Ack; allowed as  doduetio:
16 . - for the two sueceeding taxable years under this title. AP
17 48 (e) F180AL YEAR RETURNB.—If & taxpayer makes
18 . retarmor a period beginnir.g in‘one calendar year (hereinafter.
19 ; in this subsection called “ firet calendar year ) and ending:
20-: in the following'calendar year (hereinatter in this subsection
21 called-*igecond balendsitvyear ) -and the laWeapplicable to.f*
22 « the sedond éalentar yeat Hvdiffersnt: from the law applicable
23 . to.the first calendar year, then his net lom for thé period ‘end- -
24 ..ing during the second calendar year shall be the sitin of: (1)
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1 the asme proportion of « net. hoss: for-the entire period, deter-
‘% . mined wmdex: the law applioshle fo the first calendar: year,
8 .. which the postion of moh period falling within such.calendar
4., yos is of the entire period; and (3). the.seme properiion of
5 .0 met loss, for. the entire- period, . determined under.the law.

@ - applioable. to-the second calendar. year, which the; portion of

7: such period falling within smch calendar year is of the entire
8 peried. .. N IR

9 SBC. 115 LOBS ON SALE FROM WASH SALES OF §TOCK OR
10 .. SECURKTIRS. T
11 . (a) In the: case of any loss.claimed to have been
12. . sustained 2. from any sale op other dispasition of shares of,
18 stock or securities where it appears thab. within thirty days
1. before on akter the date of sech selo o otber disposition the,
16: (hat, within.a period beginning 30 days before the dale.of such.
16 sale or disposition and ending 30 days after such date, the,
17 taxpayer heo. noquived {otherwice them by bequest er,
18 . inheritance) or.has onieved into.e contzaet. of. eptiop to.

20'; 90 aoquired ia hold by. the taxpayen far any period plion sagh.
21'..pale ar othon disposition;. has asguird: {bin purchasg, or by.
29 an ezokangs wpon which the eptine armaunt: of gain, o, loss.
28 was: vocognised. by law), or has entered.inio_a.aoniract or,
24  option aa o aoquire, snhstantially. identioal sack or: secunities,
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then no deduotion for the Yoss:shall be allowed under’séotion
'28(e) (2) of thiy titte; nor shell such dedietion beaHowed

under section' 28 (f) ‘unless the clsiny is made by & obrpori-

“tion;: & dealer in ‘stocks ot seourisivs; and Witk ‘respedt to-a
 transaction 'made in"the' ordinary *oouisé -'of -ils' business.
14 onel nedolsiton or tho epnirach oy option'e’beqklee-ia ¥
the extent of panv-only of eubitantiolly idehlonl greoports,

then only a proportionate pars of the loss shall be.disallewed:
‘(b)) If -the -amount ‘of -elook' on sedurities adquiréd (of
covered by the contract or optionio'acquire) is less

than - the : amount -of - stock -or seourities ! sold by’ otherwise

disposed of,  then the partioular shares-ofs stock on’ securitiss
- the loss ‘from the: sale- or: other-‘disposition  of« whidh s not
deductible shall: b deterihined under-vules: anil regilaions
preséribed by ‘the Continissioner. with: the . apgiwval of the:
Seoretary. - T R RO VLN LN ¥

i."(0) If the amount. of -stock-onr seouritiés aequived (or:

19 ' 'the -‘amo'un'g\'of m&;wzgwmmfaok'!hmtodeE
90" of,- then the ';pa«m’wlar;,hafwi of v stdol: ;ori»aecunities the:

21"

acquisition of* whichi:for the' contraot of: optibn. to :dogquing -

ag-» whish)\ resultitlyin’ the wondédatibility of the' lbes shall be:

23

24"

detormined under. rules dnd> regulitiohs’presoribed. by the-

Commissioner with; the approval:of the Seqrelatijy: sy ¢

. -
fAke &’lf A
. -



o . vgervp, SAREDE 2L
R RO I R b e

1 SEC.118. INCOME FRROM SOURCES WIFRIN UNITED STATES.
9 (a) - Ggoes: Incoun FroMm Boosoré N UNiTHD
8/ ‘Brarne.s~The :following! -items : of ' gross : income shall be
4 (treated as income from sources within the United States;.
B u-u'ss':"(l‘)) Tivrenmer.~Interest ' on bonds,..notes, or.

------ - other::interest-bearing: obligations of - remdents, 00rpo~
.1 rate, or otherwise; not: including-: - | ,
cagon oty (A) interest on deposits with persons car-
~ ryicg -on the banking busineas‘p‘aid to persons;

G@@"‘

1
114+ ..and ‘not: havmg an.; oﬁoe or .place of business
197 o o thereim, . FH B T “
13 os b (B interess received froma resident alien :
14 < l‘individml,xalresiddntif_oroign;eorpomtion, or g
15110+ domestio corporation, when it is shown to the satis: |
16 faction of the Commissioner that less than 20 per.,
17+ o contum of the WMeﬁ;suoh rgsident payor

185'*:%': ; S op donwsﬁo foorpomtion ',h”';'been‘z derived fmm* .

19 2 ¢ +f - souroes. within the United States, as determined ;
20 v+ undsthe provisions' of this seotion; for the three-
gibvi: ot 1 year'period enditig with)the-dlose  of :the: taxabl
99 - -oiiyent o such payor precédingithe payment of suh -
94t v+ ingeresty or for sch part of such period as may be-
Qf:itrii i ezi.r;pp]i@bh;;oy: L RN

TR P e AR W L e
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gt e i v (O) bueome (derived b8 foreign ' centra)
g+ i bankobissuefrom bankers’ acoeptanodes C 2
3. L s (@) DrvibeNpas+The anodnt t¥eeived: as: divis

4ot (demdB— v i e ol s v ot
i erst (A) ﬁ'omna demneetio | oprporstion othep,
3 ++,h4han & -eorporation. éntitled . o the. benefits of
7 section-?b,w»andiotbetsﬂlmm:oorpopﬁon losg
gi rios . dhan 80.peb centam:of whose gross inoome is
guo i vl L shown.io the satisfaétion: of the: Comnmissioner to
16t Lo have shieen derived from soyrees within the United,,
gl w0 -Stées;as détermined:ander ithe previsions of thig
13 section, for the three-}u peried ending ‘with. |
1810 1 bl theiolosenof | thonunbhiyw;of such corporation ;
14 1 - u;;;.u;wemxthendddumﬁon‘lnﬂﬁndh!idiﬂendﬂ (ox,
151 SRRy "x'ﬁmi'subh' padt/ of duok pexiod-aarthe ocorporation
16 hasbaen:mumtonoc)) oh 1o ol i
17 70 bt es(B). fromi o fogeigin ioomporation unless lesy
1gical . Lovisoh tham 150y per- dontoapoof theogedes -income of suoh
(§rtiinh, viforeign-edrpéeition: forithithresyesr period endy

. 90ais ail) ! ingsimith-itheleleseiof ity taxabls.year preceding:

QL. ikt icthenocdyatise 1ofibuch hdiridends, (or for. suchy
29 it in nita/parhof gith peried, sq tho-derpssation has beem,
9% i1t i Loiim pxisberine) wpslderinad: from, somoes within the..
24 United States as determineili mitlprithe provisiony..
25 - of this section;
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cagrron v T8 (PERBONAL | RERVEORS|~-Compensation for
2+ i+ Iabok-lek.parsonal - savvides' péforined: iti /the United
8 States; RTINS S TY
cidil Do7isah o44) RERTALE ANDROYALAIHS—Rentals or roy-
i it Lo alties; from propdrty: ddoatdd «dn'the “United States or
6 from any interest in such propérty, imcluding rentals
i1+ luor- yayalties ' for: the use of or: for ‘the privilege’ of
8  using:in:thé United States, patents, copyrights, secret
‘@ .o - i prooesses.and fovmulas, ‘good. will, ‘trade-marks, trade
10 1 . brands,:framchises, and other:like propertyy and
Al -0t e (B)SAL® OF RRAL :PROPRRTY.<~Gains, profits,
12+ ! iisnd ineome; from the sale:of real property located fn
18.v .. the United States, ’ P ol
-;i4=;.. ‘v (b)5| N . T0OME - FROM: SOURCES' TN UNITED
15 SrATES.—From the items of’ groﬁs income specified in sub-
16 section .(a) of this gection there shall be deducted the ex-
17 penses, loses, and othet:dedinotions ptoperly apportioned or -
18"t allocntod théfeto and e tatable pars of any expetises, losses, or
18- ctheddednctions: whick: den- met défiitely bo-allovsted ¥0 ¢
29 sdothoritbnd) or dlads of grose: ineome: *The remdinder, 'if
Bisnimny; shall o incnded: in!full 4" e itivotnd from sourses
'22fnfwithihrthé3?ﬂ'nihdm i e theeiolhy $atenlie 0 &
28 od rlé) 1 ORO8s Mon -(rRoM -+ Sounoss -WriHou?
245U HrrBD Brassmo«The follewisg items of gross inevine shall
25 be treated as‘iﬁcome ﬁom sources without the United States: k!

Ypiaw, mf % S S . - : s
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© o (1) Interest other than that derived from sources

within the United Stated ‘as provided in subsection
(a) (1) of this section; Y :

.. (3) Dividends other than those derived from

... 'soureés within the United States as' provided in sub-
- section (a) (2) of this seotion; . -

- (8) : Compensation for. labor 6r personal servioes

- performed withont the United Btates; : .

“ . (4) Rentals or royalties from property located

. 'without the United States or from any intetest in such

.. property, mcluding rentals or royalties for the use of

. or for the privilege of using without the United States,

patents, copyrights, secret processés and formulas, gdod
will, trade-marks, trade bmids, franchises, and other

- ‘like properties; and - B

(6) Gains, profits, and income from the sale of

. "+ .real property located with at the United Htates.
", (d) Ner INcoME FrOM BOURORS WITHOUT UNITED

19 - SraTes.—From the items of gross income spacified in sub-
20., section . (o) .of this section there shall be deducted. the ex-

21 penkés; lossds, ahd "othét deduttions -propé¥ly- apportioned:

22" or allocated thbretd, and & ratable ‘pait® of-kmy’ expenses,
23: - losses, or other deductions which can not definitely be-allo-
24 - oated to some'item of class of gross income. . The remainder,

. ,
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i k. if eny, shall be.treated in.full as net income from sources
2. .Withont the United. States, .. NN
8- - (0}, INOOMB FROM BOURCES PABTLY WiTHIN AND
o RARRLY  WrzHOWT. UNITRD: STATES.~~Itoms of gross in-
5 come, expenses, losses, and deductions, other.than those
| 6 " specified in.subgections (a) and..(0) of this section, shall be
.. slloated or apportioned to sources within or without the
18 United Btates, under rules and regulations prescribed by
-9 the , Commissioner with -the approval of the, Secretary.
10 . Where: items. of gross Zncowe are ;s‘eparately‘ allocated to
11, . sourves  within the United States, there shall he deducted
12 (for the purpose of computing the net income therefrom)
18;; ,the. expenses, losses, and other deductions properly appor-
14 onedl; or allocated thereto and a ratable part.of other ex-
15, penses,: losses, or other deductions which: can. not definitely
16 ..be. allocated to some item or class of gross income. The
17.:. renainder,; if .any, :shall bs.inoluded i full as.net income
18 1: fromi souroes; within the, United Btates. . In the case of gross
18:...ineome. derived:from spuroes partly within and partly with-
80, ont the United States, the net income may firs; be computed
Shac by teducting the expenses, losspg, pr gther daductions appor-
22..-sioned erallocated thereto.and s, satable part of any expenses,.
28 iJossga,.or other dedugtions whioh, ean. not, definitely be allo-
241 ohtad th-pome itemns or class.of gross,income; and the portion
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of such net income attributable to sources within the United
States may be determined by processes or formulas of
general apportionment prescribed by the Commissioner with
the approval of the Secretary. (ains, profits, and income

from— |
(1) transportaiion or other services rendered
“partly within and partly without the United States, or
(2) from the sale o* personal property produced
(in whole or in part) by the taxpayer within 'anﬂ sold
without the United States, or produced (in whole or
in part) by the taxpayer without and sold within the

United States,

- shall be treated as derived partly from sources within and

partly from sources without the United States. - Gains, profits,
and income derived from the purchase of personal property
within and its sale without the United States or from the
purchase of personal property without and its ssle within

~ the United Stetes, shall be treated as derived entirely from

sources within the country in which sold, exoept.that gains,
profits, and income derived from the purchase f personal

 property withiin sghe Uiited States and its wsle within a pee-

session of the {United Mates or from the purdhase of personal

| property within & possession of the United States and ifs
sale within the United States shall be’ treated & derived
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o Myfﬁnm;aouroe.s- within :and ;pﬂy ‘from ;sourées without
9 ..the United Btates. : . . . .. .. . ., .. .o A
8 - ... (f) DeriNrpioys.—As wsed in this section the words
4 u"sale.” or [ spld " inalude “F.exchange ”’- or-{‘ exghanged ¥ ;
5 . and the word * produced ” includes *'.created,”  fabricated;”
6 “ manufactured,”..* extracted,” :“ processed,” “cured,” or
7. “eged” o | .
8- 8EC, A2, UNLIMITED: DEDUCTION FOR CHARITABLE AND
9 ... .l . OTHER CONTRIBUTIONS. ..
10 In the case, of an individual if in the taxable year and
11 in each.of the ten preceding taxable years. the amount ‘of
12, the.contributions - or, gifts . described in gection .23 (n) plus
- 13, the,gmount .of income, .war-profits, or excess-profits taxes
14+, paid during such, year in xespect. of preceding: taxable years,
15 . exceeds 90 per: centum .of the faxpayer’s aet income for
16. . eachisuch year, as computed without the benefit. of section
17,; 93 (n) , then.the 19 per.centjyn limit imposed by: such section
18 shall not be applicable. , .
19., i .t Supplement C—Credjts Againgt Tax
20,00 o vy [BuRPlementary. to Spbtitle B, Pact IIJ. .
21 .., 9BC, 131, TAXES QF FOREIGN COUNTRIES. AND POSSES-
224 1w i 00, SIONS OF UNITED STATES.. . . ‘o
23, i A8) ALYOWANCE. OF CREDIT.—Fhe If the tazpayer -
24, signifies. in Jis return his. degirg fp have. the enefits of this
25  section, the tax imposed. by this fitle shall be credited with:
H. R.10236—8

[
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(1) CITIZEN AND DOMESTIO CORPORATION.—In
the case of a citizen of the United States and of a

domestio corporation, the amount of any income, war-

- profits, and excess-profits taxes paid or accrued during

the taxable year to any foreign country or to any

~ possession of the United States;-and -

(2) RESIDENT OF UNITED STATES,—In the case
of a resident of the United States, the amount of any
such taxes paid or accrued during the taxable year to
any possession of the United: States; and -

(8) ALIEN RESJDENT OF UNITED STATES—In

. the case of an alien resident of the United States, the

amount of any such taxes paid or accrued during the

taxable year to any foreign -\country, if the foreign

“country of which such alien resident is a citizen or

subject, in imposing such taxes, allows'a similar credit

 to citizens of the United States residing in such country;

and

(4) PARTNEESHIPS AND ESTATES.—In the case
of any such individual who is & member of a partner-
ship or a beneficiary of an estate or trust, his propor-
tionate share of such taxes of the partnership or the

* estate or trust paid or accrued during the taxable year

to a foreign country or to any possession of the United

- Btates, as the case may be.
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~ . (b) Limrr ox CREDIT.~—In no enso chall the amount
of eredit taken under this seetion execed the same proper

. tien of the tax (computed bn the basis of the taxpayers net

ineome without the deduetion of any ineome; warprofits; or
exeess-profits tax any pars of which mey bo allowed fo him
a8 & eredit by this seotion); against whick such eredit is
the deduetion of any sueh ineome; wanprofits; er exeess-

40 his entire net ineome {eomputed without such dedue-

- tion)- for the same taxable year: The amount of the credit

- taken under this section shall be subject to each of the foilow_-

ing limitations: . ; N
+ (1) The amount of the credit in respect of the tax
- paid or accrued. to. any. country shall not exceed the
~ same proportion of the tax against which such credit
13 taken, which the taxpayer’'s net income from sources
within such country bears to his entire net. income for
the same lazable year; and
- (8) The -total amount of the credit. shall not ex-
~ceed. the same proportion of the tax against which such
credit is taken, which the taxpayer's net income from
" sources without the United States bears to his entire net
income for.the same taxabla year.

i .
: FER R A . P . ST |
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(o) . ADJUSTMENTS ON PAYMENT: QF ) ACORUED

Taxes.—If aocorued taxes when paid differ from the.amounts

olaimed as. credits by the taxpayer, or if any tax .paid.is

refunded in whole or in part, the taxpayer shall notify the
Commissioner, who shall redetermine the ainount of the tax

- for the year or years affected, and the amonnt-of tax due
- upon .such redetermination, if .any, shall' be paid by the
~taxpayer:upon notice and : demand iby: the cdllector, or

the amount of tax overpeid, if any, shall be credited: or re-
funded to the taxpayer in.accordan¢e with the provisions of
section 322. .In the case of sach & tax accrued but not paid,

‘the Commissioner as a condition precedent to the allowance

of this credit may require the taxpayer.to give a bond with
sureties satisfactory to.and, tobe. approved by the Com-

‘missioner in such sum as the: Commissioner, may require,

conditioned upon the payment by the:taxpayer of any amount
of tax found due upon any such redetermination; and the
bond herein prescribed shall contam stgch further conditions
as the Commissioner may require. . . ‘

(d) Yrar v Wrce Oreprr: TAKBN.—The credits

- provided. for in this s~stion may, at the option of the tax:
~ payer and irrespective of the method of accounting employed

in keeping his books, be taken in the year in which the taxes
of the foreign country or the possession.of the United States

accrued, subject, however, to the conditions prescribed in
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25 which it receives. dividends (not deductible. under ';-a.ection_.

BT

 subsection (o) of this seetion. If the: taxpayer elécts to take

such. credits;in: the yearn in which the:taxes ofi the: foreign

~+:country. or- the: possession of the United States; accrued, the
«oredits, for all subsequent: yeavs shall be  taken: upom the

sae. basis. basis, and: no. portion of any such tazes shall be
allowed a3 a: deductioniin the same or any succeeding year.
. (e) . PrOOF : OF ' CREDITS.~—~These evedits shall be

 allowed only i the tazpayer furnishes gvideneo satisfactory
 to the Commissioner showing the amount of ineome derived
.. ontion neeessary for the verification and eompuiation of

sueh erediis:; ' The credits provided in this section shall be
- allowed only if the tazpayer establishes to the satisfaction of
" the Commissioner (1) the total amotint of income derived fram
- sources without the United Stales, determined as provided

in section 119, (2) the amount of income derived from each

* country, the tax paid or accrued to which is claimed. as.a

credit under this section, such amount to be: determined under
rules and regulations presoribed.by the Commissioner with the
approval of the Secretary, and (3) all other information

. neeessary: for the verification and computation of such credits.

~+(f) 'Taxes o ForEIGN SUBSIDIARY.~For the pur-

. posesof: this section & domestio corporation: which owns a

majority of. the voting stock of 8 foreign corporation from

.. )

A AT e i PAREAST B e T e A et b gt & e AT M e o0
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- 28(p)) in any taxable year shall be deémed to have paid
the same proportion of any income, war-profits, or excess-

profits taxes paid by such foreign corporation to any foreign

oountry or to any possession of the United States, upon or
with respeot to the accumulated profits of such foreign cor-
poration from which such dividends were paid, which the

amount of such dividends besrs to the amount of such

- accumulated profits: Provided, That the eredit. allowed $¢

anydomesﬁeeerperaﬁenamoumoftaw"deemedtohavebeen

paid under this subsection shall in no case exceed the same

proportion of the taxes tac against which # is eredited;

credit is taken which the amount of such dividends bears to
the ameunt of the entire net income of the domestic corpora-
tion in which such dividends a;re included. The. term
“ accumulated profits” when used in: this subsection in
reference to a foreign corporation, means the amount of its
gains, profits, or income in excess of the income, war-profits,
and excess-profits taxes imposed upon or with respect to such

profits or income; and the Commissioner With the approval

of the Secretary shall have full power to determine from the
. accumulated profits of what year ‘or. years such dividends
 were paid; treating dividends paid in the first sixty days of
_any year as having *2en paid from the accumulated profits

of the preceding year or years (unless to his: satisfaction

.shown otherwise); and in other respects traaﬁngi-diﬁ(iends

B IR S 2 SRS E P s
S SRRy
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8s; liaving. been paid from the most recently accumulated

‘gains, profits, or earnings. In the case of a foreign corpora-

- tion, the income, war-profits, and excess-profits taxes.of

which are determined on the basis of an accounting period

of less than one year, the word “year” as used in this

-subsection shall be construed to mean such accounting period.

(g) CorPORATIONS TREATED AS ForriGN.—For the

. purposes of this section the following corporations shall be
‘treated as foreign corporations:

(1) A corporation entitled to the benefits : of
- gection 251, by reason of receiving a large percentage
~ of its gross income from sources within a possession: of
the United States; : S L)
(2) A corporation origénize,d under the China
‘Trade Act, 1922, and entitled to the oreditl provided
~ for in section 261.
SEC. 152 PAYMENTS UNDER 1926 1928 ACT.

Any amount paid before or after the enactment of this

Aci on account of the tax imposed for a fiscal year beginning
in 4837 1931 and ending in 4898 1932 by Title IT of the
Revenue.Act of 1826 1928 shall be oredited toward the pay-
ment of the tax imposed for such fiscal year by this Act, and

.if the amotint so paid exceeds the amount of such tax imposed
by this Awct, the excess shall be credited or refunded in

accordance with the provisions of section 322.

e “ .
PIR LA e Hoafiipgnoadad iy 0, v
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.. *r Supplement D—Returny and Payment:of Tax !

-t [Supplementary to Subtitle B, Part V]. .- .. -
SEC. 14L. CONSOLIDATED RETURNS OF GORPORATIONS—
" 1020 AND SUBSEQUENT TAXABLE. YBARS COR-
PORATIONS.

. . (a) PrrviLgeE 10 FILE CONSOLIDATED RETURNS.~—

_An affiliated group of corporations shall, subject to the pro-
* vigions of .this, section, have .the. privilege of making. a

consolidated return for the taxable year; 1929 e» any subse-

. ‘quent taxable yeas; in lien of separate returns. The making

of a. consolidated return shall be~ upon the condition that all
the corporations which have been members of the affiliated
group at any time during the taxable year for which the

- return is'made consent to all the regulations under subsection

. (b) -prescribed prior to the making of such return; and the

making of a consolidated return shall be- considered as such
consent. In the case of a corporation Which is & member
of the affiliated group for a fractional part of the year the

consolidated return shall inclnde the income of such corpora-
_tion for, such part of the year as jt is & member of the
afﬁliamd.groﬁpi S TP

-(b). ReeuLATIONS.—The  Commidsioner,. With the

. approval of the Becretary, shall prescribe such regulations as
* he may deem necassary in order that the tax liability of an

affiliated group of corporations making a consolidated return
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~iiri-and of -eath corporation in the- group, both! durig and after

I
;3‘2 :

&
5

o

1

‘the' period :of afiiliation, may -be determined; " computed,
ahgebsady-oollected] and: adjusted in: such manner as clearfy

to reflect the income and:to prevent aveidanee of tax liability.
w - o), 'CoMPUTATION AND PAYMENT OF. TAX.«xIn any
‘case: it whioh a.consolidated return is made the tax shall be

- determined, eomputed, assessed, collected, and adjusted in

8 ' accordance' with the regulations under subsection (b) pre-

9.
- Only; except that there shall be added to the rate of tug

10

11  prescribed by sections 13(a), 201(b), and 304(a), a rdte
12 of 1} per cendum, and only one specific credit, computed ‘as
18 provided in section 26 (b), shall be allowed in computing
14 the tax. - _ S
15 (d) DEFINITION OF “AFFILIATED GROUP”.—As
16 - used i this section an “ affiliated group > means one or moreé
17 -chains of corporations connected through ' stoek -ownership
18 . with a common parent covporation if— - '
1@ - (1) At least 95 per centum of she stock of each
20:. ' . of the eorporations (cxcept the common: parent cor- ’
21 poration) is owned directly by one or move of the othe¥
22. .., corporations; and ' . -

23, . | () The: common parent corporation owns directly
24 - . atleast:85 per centum of the stock of at leasts one of the
25:.. - other corporations. - - - . -

seribed prior to the date on which such return is made:

e st
o A N
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- As used in this subsection the term “ stock ” does not;include

nonvoting stock which is limited and p}eforred,as to dividends.

(e) A consolidated return shall he made only for the
- domestic corporations within the affiliated group.': An insur-
ance company subj;ect ‘to the tax imposed by section 201
or 204 shall not be included in the same consolidated. retayn

" with a corporation subject to thetax imposed by section 33
+ 13, and an insurance company subject to the tax imposed by
. section 201 shall not be included in the same consolidated

return with an insurance company subject to the tax imposed

. by section 204. . T

(f). Cmxxa TrapE AcT CORPORATIONS.—A. cor-
poration organized under the China Trade Act, 1922, shall
not be deemed to be affiliated with any other corprration
within the meaning of this sestion. - = .. "

-(g) CorporaTIONS DERIVING INCOME FROM POSSES-
SIONS OF UNITED STATES.—For the purposes of this section
a corporation entitled to the benefits -of section 251, by

.. reason of receiving a large percentage of: its income from
. possessions of the United States, shall be treated as a foreign

(h) Sussmiary FOoRMED TO CoMPLY WiTH FORRIGN
_LAvv:.—In the case of a domestic: corporation owning .or con-
,trolling, directly or indirectly, 100 per centum:of the capital

stock (exclusive of directors’ qualifying shoves): ‘of a corpo-
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- ration organized under the Iaws of a contignous foreign

country and maintained solely for the purpose of complying
with the laws of such country as to title and operation :of
property, such foreign corporation may, at the.option of the
domestic corporation, be treated for the purpose of this title
as & domestic .corporation. o

(i) SuserNsION OF RUNNING OF STATUTE OF Limi-
TATIONS.—If & notice under section 272 (a) in respect of a
deficiency for any taxable year is mailed to a corporation,
the suspeusion of the running of the statute of limitations,

. provided in section 277, shall apply in the case of corpora-

tions with which such corporation made a consolidated return
for such taxable year.

(j) ALLOOATION OF I;woms AND DEDUOTIONS.—

For allocation of income and deductions of related trades or

businesses, see section 45.

'SEG 142 CONSOLIDATED RETURNS OF GORRORATIONS—

. TAXABLE YEAR 1038,

.mﬁfa&q:Mm%MewmQﬁ

approvel of the Seeretary; make o eonselidated return of net

‘ineome for the purpese of this #itle; in whieh ease the taxes

thereunder sholl be eomputed and determined upen the basis

B R L I T T R TS
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of saoh veturn: 1§ return for the tazable yoar 1939 was

;' made apem either of such bases; veturn for the tomable year
1968 shell be upen- the seme busis 'unless’ permissien to

4' ehange the basis is granted by the Commmibsiener: = . '

© ® u o &

ease in which & tex io assesoed upen the baeis of & eon-

- solidated return; the total tax shall be eomputod in the firs

instanee o8 6 unit and shall then be assessod uper the respee-

 tive effilintod eorperations in sueh proportions ap mey be
_eg¥eed upen ameong them; or; in the absenee of any sueh
", agresmaent; then on the basis ef the net income prapesly
- aosignable to each: There shell bo. allowed in eomputing

themeemeta&eﬁlyonespeetﬁeemdﬁemptmdwpmqéed

MMWW%;W

of this seetion two or mere domestie eorpertions shall be
W%MM{—H#GB&WM;“M

05 per eontum of the stock of the othew or others; or 3} if

o6 Joash 05 por contum of the siook of two or/more corpore:
tions is owned by the same intorester Ay uned i this oub-
 seation the torm  stock 2 does not inelade monvoting stoek
 which i limitod and preforred: oo 4 dividondes + 11 .

{4)- CEna TRADD AOT CODPONATIONS:—A: E4¥pora-

I ™
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. 11:vheideemed to be affilisted with eny ether corperetion within
2 the meening of this seetion- - . - . v o ¢
8 1 .o} Conrenasions Darsvave INcoMr rroM Pog-
A Wwﬁmm&ew of thiis
5 seetianin-corporation entided 40 the benefite of soetion 263
6. by 2encen of eceiiing & large pereentage. of its ineeme frain
7. ‘possessichs of the United States; shall be treated a6 & foreiin
8 eerporation: T T R PR -
8 o oot SspaNeioN op Buaaive oF S¥ATUTH oF Liw-
10 EAa90NS-1H 6 notico under seetion 278-{e} in respeet of &
11  defieieney for the taxable yoar 1998 is meiled to o corportt
12 /- sion; the suspension of the muning of the statute of Limite:
13  tiens; provided i seetion 247 shall apply in the ease of
14 - gorporations with -whick such eorperation made o eonseli-
16 ;- doted veturn for mach taxoblo yeas: v
16 2 Aa:nwmonepheemm ‘DrDBoTIONs-~
17 [Por alloeation iof ineome and deduetions of related trades or
18  businesses; see seetion 4b6:
19 fnsnc.swuz.'mnmlmvﬁnmunm"* coeh i
20 siiv(a): REQUIBEMENT oF RETURN.~Every ' fiduciary
2ili)i (axcept @ reeeiver appointed by authority of law in posses-
92 ., ionaf parb only.of the property of an individual) shall make
23;f;iupder, oath i return- for any of the ‘following individuals,
24. .. eslaies, or.trusts for which he acts, stating specifieally the

]H Shusdhey ol b ieNideniia Yoy et T T TR
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items of gross income thereof and the ‘deductions and eredits
allowed under this titie—

(1) Every individual having a net income for the
taxable year of $3;600 $1,000 or over, if single, or if
married and not living with husband or wife ;

(2) Every individual having a net income for the
taxable year of $3;600 $2,500 or over, if married and
living with husband or wify;

(8) Every individual having a gross income for
the taxable year of $5,000 or over, regardless of the
amount of his net income;

(4) Every estate or trust the net income of which
for the taxable year is $1;600 $1,000 or over;

(5) Every estate or &ust the gross income of
which for the taxable year is $5,000 or over, regardless
of the amount of the net income; and -

- (6) Every estate or trust of which any beneficiary
is a nonresident alien.

(b) JoinT Fipuoraries—Under such regulations as

. the Commissioner with the approval of the Secretary may

préscribe a return made by one of two or more joint fidu-
ciaries and filed in the office of the collector of the district
where such fiduciary resides shall be sufficient oomplian(;e
with the above requirement. Such fiduciary -shall ‘make
oath (1) that he has sufficient knowledge of the effairs of



127
1' the individual, estate or trust for which the return is made,

2" to-endble him to make the return, and (2) that the retumn
8 is, to the best of his knowledge and belief, true and correct. .
4" * (o) LAw APPLIOABLE T0 FIDUCIARIES.—Any fidu-
b ciary required to make a return under this title shall be
6 subjeot to all the provisions of law which apply to individuals,
7 SEC.' 44 143. WITHHOLDING OF TAX AT SOURCE.
'8« + (a) Tax-Frer' COVENANT BONDS.—
9 * (1) REQUIREMENT OF. WITHHOLDING.—In any
10 - case ‘where bonds, mortgages, or deeds of trust, or
11 other similar obligations of a corporation contain a con-
12 : - tract or provision by which the obligor agrees to pay
13 any-portion of the tax imposed by this title upon the
14 - obligee, or to reimburse the obligee for any portion
15 i - of the tax, or to pay the interest without deduction
16 ;- © for anytax which the obligor may be required or per-
17 -+ - ‘mitted to pay thereon, or to retain therefrom under any
18 ‘law of the United States, the obligor shall deduct and
19 * withhold a tax equal-to 2 per centum of the interest
20 . upon such: bonds, mortgages, deeds of trust, or other
211" . .-obligations, whether such interest is payable annually
22 - .or at shorter or longer periods, if payable to an indi-
23 - vidual, a pertnership, or a foreign corporation not
24" . engaged in trade or business within the United States

25 i -and'not having any office or place of business therein:
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* Provided, That if the liability wssumedi by the
..obligor does mot exceed 2 per contwm!of the .interest,

then the deduction and withholding shall;-afkes the dage
of the enaetment of this Aet; e at the following rates:
{A)) & per eentura 7 per centum in the case of.a noy-

. . resident -alien individual, -or.of amyi partnership not

.angaged in trade or business within the United;Btatps
and not having .any office or place of business therein
and composed in whole or in part «of nonresident aliens,

.. {B) 42 per eentumn 134 per centum in the case of sugh
. & foreign.corporation, and (C)..2 per.centum. in the case

of other individuals and partnexships; Provided furt

- ther, That if the owners of such.obligations are not
. known to .the withholding .agent . the .Commissioner
. ' may.authorize such deduction and withholding to be at
., the mate of 2 per centum, or, if the liability assumed by
.+ 1the obligor does not exceed 2 per centim. of the interest,
-i.»then at the rate .of & per centtm 7 per cenfum. j

+: '+ (2) BENEFIT OF CREDITS .AGAINST NET IN-
OOME~~—Such Jeduction and withholding .shall not be
required.in the edse of a gitizen or regidant .entitled to
receive snch interest, if he files with the -withholding
agent on or:before Fehruazy 1 & signed notice in
writing claiming the henefic of the credifs provided in

95 .. ~spetion 25 (0) end. (d) ;-norin.thesese of g nonresident
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.alien individual if so provided for in regulations pre-
scribed by the Commissioner under section 215.
{3} WITHHOLDING AT LOWBR RAZE—Sueh
deduetion end withhelding shell be at the rate of 1}
_ per eentum instead of at the rate of 2 per eentum in
the ease of a eitizen or resident entitled to reeeive sueh
interest if he files with the withholding egent on or
. befere February 1 o signed potiee in writing that his
. neb ineome in exeess of the eredits ageinst net ineome
provided in section 25 does net execed $4;000:

4} (3) INCOME OF OBLIGOR AND OBLIGEE.—The
obligor shall not be allowed a deducti(m.for the pay-
ment of the tax imposed by this title, or any other tax
paid pursuant to the tax-free covenant clause, nor shall

-, such tax be included in the gross income of the obligee.

.+ .(b) NONRESIDENT ALIENS.—All persons, in what-

ever. capacity. acting, including lessees or mortgagors of

“real or personal property, fiduciaries, employers;, and all

officers and employees of the United States, having the con-

_trol, receipt, custody, disposal, or payment of interest. (ex-

cept interest on deposits with persons carrying on the

banking business paid to persons not engaged in business in

the United States and not having an office or place of busi-

ness therein), rent, salaries, wages, premiums, annuities,

+ compensations, remuperations, emoluments, or other fixed

H. R. 10236——9
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- to deduct and withheld any tax under this section shall
24 -
25

180
or determinable annual or periodical gains, profits, ahd
income, of any nonresident alien individual, or of any
partnership not engaged in trade or business within the
United States and not having any office or place of husinéss
therein and composed in whole or in part of nonresident

aliens (other than income received as dividends of the

- class allowed as a credit by section 25 (a) ), shall (except

in the cases provided for in subsection (a) of this section
and except as otherwise provided in regulations prescribed
by the Commissioner under section 215) deduct and with-

hold from such annual or periodical gains, profits, and income

. & tax equal to & per eentuma 7 per centum thereof: Provided,

That the Commissioner may authorize such tax to be
deducted and withheld from the interest upon any securities
the: owners of which are not known to the withholding

agent: Provided further, That the provisions of this subsectivn

~with respect to the deduction and withholding in the case of
. dividends shall take effect on and after the thirtieih day after

the "enactment: of - this Act, and shall be applicable without
rejard to’ the gross income of the corporation paying the
dividend.

(c) RETURN AND P2YMENT.—Every person required

make return thereof on or before March 15 of each ye@r

and shall on or before June 15, in lie of the time prescribed
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. in section 56, pay the tax to the official of the United States

- Government aathorized to receive it. Kvery such person

is hereby made liable for such tax and is hereby indemnified

against the claims and demands of any person .for the

- amount of any payments made in accordance with the

provisions of this section. - 0 Vo i
(d) INCOME oOF RecIP1ENT.—Income upon which
any tex is required to be withheld at the source under this

section shall be included in the return of the recipient of such

‘income, but any amount of tax so withheld shall be credited

against the amount of income tax as computed in such return.

~ (e) Tax Pamp BY RecrpiENT.—If any tax required
under this section to be deducted and withheld is paid by
the recipient of the income, it shall not be re-collected from

the withholding agent; nor in cases in -which the tax is so

,paid shall any penalty be imposed upon or collected from
.the recipient of .the income or the withholding agent for
failyre to return.or pay the same, unless such, failure was

frandulent and for the purpose of evading.payment, .. ..

. ;{f) REFUNDS AND CREDITS.—Where there has been
an overpayment of tax under this section any refund or
credit made under the provisions of section 322 shall be
made fo the withholding agent unless the amount of sugh

tax was actually withheld by the withholding agent.

e
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(g9) Notwithstanding the provisions of subsections (d)
and (b), the deduction and withholding for any period prior
to the date of the enactrient of this Act shall be at the rates
of 12 per centum and 5 per centum in liew of the rates of 13%
per centum and 7 per centum prescribed in such subsections.
SEC. 146 144. PAYMENT OF CORPORATION INCOME TAX AT

SOURCE.

In the case of foreign corporations subject to taxation
under this title not engaged in trade or business within the
United States and not having any office or place of business
therein, there shall be deducted and withheld at the sourse
in the same manner and upon the same items of income as
is provided in section 344 143 a tax equal to 134 per eentum
12 per centum thereof in respect of all payments of income
made before the enactment of this Act, and equal to 12 per
eentum 13} per centum thereof in respect of all payments of

‘income made after the enactment of this Act, and such tax

shall be returned and paid in the same manner and subject

to the same conditions as provided in that section: Provided,

- That in the case of interest described in subsection (a) of

that section (relating to tax-frée covenant bonds) the deduc-

‘tion and wiihholding shall be at the rate specified in

such subsection, -
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' SEC. 146 145, ’)ENALTIES.
(2) Any person required under this title to pay any
tax, or required by law or regulations made under authority
thereof to make a return, keep any records, or supply any

information, for the purposes. of the computation, assessment,

- or.qollection of any tax imposed by this title, who willfully

fails to pay such tax, make such return, keep such records,
or supply such information, at the tivre or times required by
law or regulations, shall, in addition to other penalties pro-
vided by law, be guilty of 2 misdemeanor and, upon convic-
tion thereof, be fined not more than $10,000, or imprisoned
for not more than one year, or both, together with the costs
of ‘prosecution,

v .+(b) Any person reqﬁired under this title to collect,
acoount for, and pay over any tax imposed by this title, who
willfully fails to collect or truthfully account for and pay
over such tax, and any person who willfully attempts in
any manner to evade or defeat any tax imposed by this title

- or the payment theréof,- shall, in addition to other penaltics

prdvided by law, be guilty of a felony and, upon conviction

théi'eof,’be fined not more than $10,000, or ilhprisbned for
1ot more than five years, or both, together with the costs of
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(0) The term “ person " as used in this section includes

-am officer or employee of a corporation or:a member or em-
- ployee of a partnership, who as such officer, employee, or
amember: i3 ‘under~’a duty to perform the act in respect. of
..which the violation occurs, ' TR P
.- SEC. H7. I46. CLOSING BY COMMISSIONER OF. TAXABLE
USRS . 'YEAR. : T

(a) Tax 1N JeopArpY.—If the Commissioner findg

that a taxpayer designs quickly~ to depart from the United

- States or.to remove his property therefrom, or to conceal

himself or his property therein, or to do any other act tending

. to prejudice or to render wholly or. partly ineffectual pro-

ceedings to collect the tax for the taxable year then last past

- or the taxable year then current unless such proceedwgs be
. brought without delay, the Commissioner .shall declare the
i taxable period for such taxpayer immediately termmagpd anﬂ
- shall cause notice of such finding and declaration to be given
‘the:taxpayer,’ together with a demand for immediate pay-

+19;;:ment . of the tax for the taxable period so declared termmatdd

1301

.and of the tax. for.the preceding taxable yeat 'or s0 much of

&, ”such tax -8 is unpaid, whether or not- the -time; otherw»e

1221.08llowed: by Jaw. for,;ﬁling retumi and pay'ingwthe}{,gx has

o
23

24
25

expired; and such taxes shall thereupon become: immeliately
due and payable. In any proceeding in court brought to

enforce payment of taxes made due and payable by virtue of
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the provisions of this section the finding of the Commissioner,
made as herein provided, whether made after notice to the

. taxpayer or not, shall be for all purposes presumptive evi-

B W D e

. dence of the taxpayer’s design.

5 . (b) SeouriTY FOR PAYMENT.—A taxpayer who:is

&

; mot in default in making any return or paying income, wir-
7 préﬁts, or excess-profits tax under any Act of Congress may
8 . furnish to the United States, under regulations to be pre-
9 scribed by the Commissioner, with the approval of the Secre-
10. tary, security approved by the Commissioner that he will
11 - duly make the return next thereafter required to be filed and
. 12 pay the tax next thereafter required to be paid. The Com-
‘13 . missioner may approve and accept in like manner security
14 - for return and payment of taxes made due and payable by
15 virtue of the provisions of this section, provided the taxpayer
16 has paid in full all other income, war-profits, or excess-profits
17 taxes due from him under any Act of Congress.
18 (¢) SAME—ExEMPTION FrROM SEOTION.—If security
19 is approved and accepted pursuant.to the provisions of this
.20 iigection. and such further. or- other- security- with respect: to
21 -the tax or taxes covered tliereby is given as the Commis-
122 sioner shall from time to time find .necessary and require,
.98 payment of such taxes shall not be enforced by any pro-
24 . ceedings. under the provisions of this section. prior to the

TS B T
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‘expiration of the time otherwise allowed for'paying such

respecﬁve thxeé. R
' (d) CrrizENs.—In the caseof a citizen of the United
States or of a poss,ession of the United States about to depart

“from the United .States. the Commissioner may, at his dis-

. cretion, waive any or all of the requircm.ents placed on the

taxpayer by this section,
(e) DEPARTURE OF ALIEN.~~No alien shall depart

from the United States unless he first procures from the

-collector or agent in charge a certificate that he has complied

* with all the obligations imposed upon:him by the income,

war-profits, and excess-profits tax laws.

(f) ApprrioN 10 TAX.—If a taxpayer violates or
attempts to violate this section th\ere shall, in addition to all
other penalties; be added as part of the tax 25 per centum
of the total amount -of the tax ‘<'>r ‘deficiency - in the tax,
together with interest at the rate of:1 per centum s month

from the time the tax became due. .

'SEC. 48 147. INFORMATION AT SOURCE. .~

~ . (a) PAYMENTS OF $;560 $1,000 0r MORE.~All per-

.gons, in whatever capa(;,ity ‘acting, including lessées or
. .mortgagors of .real or personal property;’ fiduciaries, and
. employers, making payment to another person, of. interest,

Tent, salaries, wages, premiums, annuities;: compensations,

remunerations, emelmunents, or other fixed or determinable
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gains, profits, and .income (other than payments described
in section 1404a) 148(a) or 150 149), of 1,500 $1,000
or more in any tg_xaBle year, or, in the cass of such
payments made byl the United States, the officers or
employees of the United States having information as
to such payments and required to’'make returns in ré-
gard thereto by the regulations hereinafter provided for,
shall render a true and accurate return to the Commis-
sioner, under such reg\ﬂatio'ns and in such form and mannér
and to such extent as may be prescribed by him with thie
approval of the Secretary, setting forth the amount of such
gains, profits, and income, and the name and address of the
recipient of such payment.

(b) RETURNS REGARDLESS OF AMOUNT OF PAy-

MENT.~—Such- returns may be required, regardless of

amounts, (1) in the case of payments of interest upon bonds,

* mortgages, deeds of trust, or other similar obligations of cor-

‘porations, and (2) in the case of collections of items (mot

payable in the United States) of interest upon the bonds of

*foreign countries and interest upon the bonds of and divi-
dends from foreign corporations by persons undertaking as &
- matter of business or for profit the collection of foreign pay-

mente of such interest or dividends by means of: coupons,

 checks, or bills'of exchange.

L
s
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“ (e) RecrrieNT T0o FURNISH NAME AND ADDRESS.+—

- When necessary. to make effective the provisions of this sec-
~ tion the name and address of the recipient of income shall

‘be furnished upon demand of the person paying the income.

(d) OBLIGATIONS OF UNITED STATES.—The provi-
gions of this section shall not apply to the payment. of in-

terest on obligations of the United States.

~ SEC. 490 146. INFORMATION BY CORPORATIONS.

(a) Drvipenp Payments—Every corporation sub-
jeot to-the tax imposed by this title shall, when required by
the Commissioner, render a -correct return, duly . verified
under oath, of its payments of dividends, stating the name

and address of each shareholder, the number of shares owned

by him, and the amount of dividends paid to him. C

(b) Pror1s oF TAXABLE YEAR DECLARED A Divi-

. DENDS.—There shall be included in the return or appended

thereto a statement of such facts as will enable the Commis-

* gioner to determine the portion of the earnings or profits of -
.. the corporation, (including gains, profits; and ingome not
. tazed), accumulated during the taxable year for which the
. return is made, which have been distributed or ordered to

he distributed, respectively, to its shareholders duying such |

' ;wa IERRTE . y A

(¢) ACOUMULATED (1aINs AND PROFITS,~When

requested by the Commissioner, or any collector, every



e Y
WO = O

el
N

15
16
17

18

- profit the collection of foreign payments of interest or divi-

19
20

21

22

23

25

@ ® I O N A W BN

189

. corporation shall forward to him a correct statement :of

~ aconmulated gains and profits and the names and addresses

of the individuals or shareholders who. would be entitled to
the same if divided or distributed, and of the amounts that
would be payable to each.

SEC. 150 149. RETURNS OF BROKERS."

Every person doing business as a broker shall, when
required by the Commissioner, render a correct return duly
verified under oath, under such rules and regulations as the
Commissioner, with the approval of the Secretary, may
prescribe, showing the names of customers for. whom such
person has transacted any business, with such details as to
the profits, losses, or other information which the Com-
missioner may require, as to each of such customers, as will
enable the Commissioner to determine whether all income
tax due on profits or gains of such customers has been paid.
SEC. 151 150. COLLECTION OF FOREIGN ITEMS.

‘All ‘persons undertaking as a matter of business or for

dends by means of coupons, checks, or bills of exchange

shall obtain a license from the Commissioner and shall be

- subject to such regulations enabling the Government to

obtain the information required under this title as the Com-

- missioner, with. the approval of the Secretary, shall pre-

sribe; and whoever. knowingly undertakes to collect such
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payments without having obtained a license therefor, or
without complying with such regulations, shall be guilty
of a misdemeanar and shall be fined not more than $5,000

or imprisoned for not more than one year, or both.

Supplement E—Estates and Trusts

SEC. 161. IMPOSITION OF TAX.

(a) AppPLICATION OF Tax.—The taxes imposed by

this title upon individuals shall apply to the income. of
estates or of any kind of pi'operty held in trust, including-—

(1) Income accumulated in trust for the benefit
of unborn or unascertained persons or persons with con-
tingent interests, and income accumulated or held for
future distribution under the terms of the will or trust;

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

(3) Income received by estates of deceased per-
sons during the period of administration or settlement
of the estate; and

(4) Income which, in the discretion of the fidu-
ciary, may be either distributed to the beneficiaries or

accumulated.
(b) CoMruraTION AND PAYMENT.—The tax shall

25 be computed upon the net income of the estate or trust, and
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shall be paid by the fiduciary, except as provided in set-
tion 166 (relating to revocable trusts) and section 187
(relating to income for benefit of the grantor). For return
made by beneficiary, see section 148 142,

' S8EC. 162, NET INCOME.

The net income of the estate or trust shall be computed
in the same manner and on the same basis as in the case of
an individual, except tha‘t--

(a) There shall be allowed as a deduction (in lieu of
the deduction for charitable, etc., contributions authorized by
section 23 (n) ) uny part of the gross income, without limita-
tion, which pursuant to the terms of the wiil or deed creating
the trust, is during the taxable year paid or permanently
set aside for the purposes and in the manner specified in

gection 23 (n), or is to be used exclusively for religious,

- charitable, scientifio, literary, or educationsl purposes, or

for the prevention of crueity to children or animals, or for

the establishment, acquisition, maintenance, or operation of

. & public cemetery not operated for profit;

(b) There shall be allowed as an additional deduction

in computing the net income of the estate or trust the amount

:of the income of the estate or trust for its taxable year which

is to be distributed currently by the fiduciary to the bene-
ficiaries, and the amount of the income collected by a guard-
ian of an infant which is to be held or distributed as the
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court may direct, but the amount so allowed as a deduction
shall be included in computing the net income of the bene-
ficiaries whether distributed to them or not. Any amount
allowed as a ded;xction under this paragraph shall not be
allowed as a deduction under subsection (e) of this section
in the same or any succeeding taxable ye;u';

(c) In the case of income received by estates of deceased
persons during the period of aﬂministration or settlement of

the estate, and in the case of income which, in the discre-

. tion of the fiduciary, may be either distributed to the bene-

ficiary or accumulated, there shall be allowed as an addi-
tional deduction in computing the net income of the estate
or trust the amouut of the income of the estate or trust for
its taxable year which is properly paid or credited during

such year to any legatee, heir, or beneficiary, but the amount

.80 allowed as a deduction shall be included in computing

the net income of the legatee, heir, or beneficiary.
SEC. 163. CREDITS AGAINST NET INCOME.

(a) Crepirs OF ESTATE OR TrRUST.—For the pur-
puse of the normal tax the estate or trust shall be allowed
the same personal excmption as is allowed to a single person
under section 25 (c), and, if no part of the income of the

estate or trust is included in computing the net income of
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“: credits against net income for dividends and intérest as sre

- allowed by section 25 (a) and (b).

(b) Crepirs OF BENEFICIARY.—If any part of the

“income of an estate or trust is included in computing the

- net income of any legatee, heir, or beneficiary, such legatee,

heir, or beneficiary shall, for the purpose of the normal tax,

. be allowed as credits against net income, in addition to the
.. credits allowed to him under section 25, his proportionate
-+ share of such amounts of dividends and interest specified: in

‘section 25(a) and (b) as are, under this Supplement,

required to be included in computing his net income. . Any

. remaining portion of such amounts specified in section 25 (a)

and (b) shall, for the purpose of the normal tax, be allowed
as credits to the estate or trust. R AR SR

. SEC. 164, DIFFERENT TAXABLE YEARS,

If the taxable year of a beneficiary is. different from

.that of the estate or trust, the amount which he is required,

under section 162 (b), to include in .computing his net

. income, shall be based upon the income of the estate or trust
for any taxable year of the estate or trust ending within his

. taxable' year.
99i- SEG 165, EMPLOYEES’ TRUSTS.

98 .10 A trust created by an employer as a part of a stock

24

bonus, pension, or profit-sharing plan for the exclusive
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benefit of some or all of his employees, to which contribu-
tions are made by such employer, or employees, or both,
for the purpose of distributing to such employees the earn-
ings and principal of the fund accumulated by the trust in
accordance with such plan, shall not be taxable under section
161, but the amount contributed to such fund by the
employer and all earnings of such fund shall be taxed to the
distributee in the year in which distributed or made available
to him. Such distributees shall for the purpose of the norms!
tax be allowed as credits against net income such part of
the amount so distributed or made available as represemts
the items of dividends and interest specified in section
25(a) and (b).
SEC. 166. REVOCABLE TRUSTS. A

Where the grantor of a trust has, at any time during |
the taxable year, either elone or in eonjunetion with oamy
persen not & benefieiary of the trust; the power to revest in

himself title to any part of the corpus of the trast; then frust .

(if such power i8 vested in him either alone or in conjunction
with any person not having a substantial adverse interest in
the disposition of the part of the corpué in question), then the
income of such part of the trust for such taz&f}f’year shall
be included in computing the net inoonié/,.of the grantor.
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SEC. 167 INCOME FOR BENEFIT OF GRANTOR.

Where any pext of the income of o trust mey; in the
diseretion of the grantor of the trust; either alone or in eon-
junetion with any persen net o bemefieiary of the trust; be
distributed to the gramter or be held or eecumulated for
fature distribation to him; or where any parb of the ineome
of o (rush is or may be epplied to the payment ef premiums
upen peolicies of insuranee on the life of the granter {exeept

‘policies of insurance irrevoeably payable for the purpeses

and in the menner speeified in seetion 28 {n); relating to
the so-ealled Zeharitable eontribution” deduetion); such
part of the ineome of the trust shall be included in computing
tho net ineome of the granter:
(a) Where any part of the income of a trust—
(1) is, or in the discretion of the grantor may be,
held or accumulated for future distribution to him; or
(2) may, in the discretion of the grantor, be dis-
tributed to him; or
(8) is, or in the discretion of the grantor may be,
applied to the payment of premiums upon policies of
insurance on the life of the grantor (except policies of
' insurance irrevocably payable for the purposes and in
the manner, specified in section 23 (n), relating to the
so-called “ charitable contribution” deduction);
H. R. 10236—10 |
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then such part of the income of the trust shall be included in
thing the net income of the grantor.

(b) As used in this section, the term * in the discretion
of the grantor” means ‘“‘in the discretion of the grantor,
either alone or in conjunction with any person not having |
a substantial adverse interest in the disposition of the part
of the income in question ™.

SEC. 168. CAPITAL NET GAINS AND LOSSES,

In the case of an estate or trust, or of a beneficiary of
an estate or trust, the proper part of each share of the net
income which consists, respectively, of ordinary net income,
capital net gain, or capital net loss, shall be determined under
rules and regulations to be prescribed by the Commissioner
with the approval of the Secretary, and shall be separately
shown in the return of the estate or trust, and shall be taxed

. to the beneficiary o to the estate or trust as provided in this

. Supplement, but at the rates and in the manner provided in

section 101 (a) and (b), relating to capital net gains and

losses.

SEC. 169. NET LOSSES.
The benefit of the special deduction for net losses

allowed by section 117 shall be allowed to an estate or trust

- under regulations prescribed by the Commissioner with the

approval of the Secretary.
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SEC. 170. TAXES OF FOREIGN COUNTRIES AND POSSES-.
SIONS OF UNITED STATES.

The amount of income, war-profits, and excess-profits
taxes imposed by foreign countries or possessions of the
United States shall be allowed as credit against the tax of
the beheﬁciary of an estate or trust to the extent provided
in section 131.

Supplement F—Partnerships
SEC. 181. PARTNERSHIP NOT TAXABLE.

Indiyiduals carrying on business in partnership shall be
liable for income tax only in their individual capacity.
SEC. 182, TAX OF PARTNERS.

(a) GENERAL RULE.—There shall be included in com-
pating the net income of each partner his digtributive share,
whether distributed or not, of the net income of the partner-
ship for the taxable year. If the taxable year of a partner
is different from that of the partnership, the amount so
included shall be based upon the income of the partnership
for any taxable year of the parmership ending within his
taxable year.

(b) PaRTNERSHIP YEAR EMBRACING CALENDAR

Years witH DIFrERENT Laws.—If  fiscal year of a part-

nership begins in one calendar year and ends in another

calendar year, and the law applicable to the second calendar.

N -
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1 year is different from the law applicable to the first calendar

9 year, then
8 ~ (1) the rates for the calendar year during which
4 such fiscal year begins shall apply to an amount of
5 each partner’s share of such partnership net income
6 (detemﬁneti under the law applicable to such calendar
7 year) equal to the proportion which the part of such
8 fiscal year falling within such calendar year bears to the
9 full fiscal year, and
10 (2) the rates for the calendar year during which
11 such fiscal year ends shall apply to an amount of each
12 partner’s share of such partnership net income (deter-
18 mined under the law applicable to such calendar year)
14 equal to the proportion wl;ich the part of such fiscal .
15 year falling within such calendar year bears to th’e full
16 fiscal year.
17 In such cases the part of such income subject to the rates
16 in effect for the most recent calendar year shall be added to
12 the other income of the taxpayer subject to such rates and
20 the resulting amount shall be placed in the lower brackets
91 of the rate schedule applicable to such year, and the part
22 of such income subject to the rates in effect for the next
25 preceding calendar year shall be placed in the next higher
24 brackets of the rate schedule applicable to such year, -
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SEC. 183. COMPUTATION OF PARTNERSHIP INCOME.

The net income of the partnership shall be computed
in the same manner and on the same basis as in the case
of an individual, except that the so-called “ charitable con-
tribution ” d_eduction provided in section 23 (n) shall not
be allowed. S
SEC. 184. CREDITS AGAINST NET INCOME.

The partner shall, for the purpose of the normal tax,
be allowed as a credit agaiﬁst his net income, in addition to
the credits allowed to him under section 25, his propor-
tionate share of such amounts of dividends and interest
specified in section 25(a) and (b) as are received by
the partnership.

SEC. 185. EARNED INCOME.

In the casu of the; members of a partnership the proper
part of each share of the net income which consists of earned
income shall be determined under rules and regulations to be
prescribed by the Commissioner with the approval of the
Secretary and shall be separately shown in the return of the
partnership and shall be taxed to the member as provided
in this Supplement.. -

SEC. 186, CAPITAL NET GAINS AND LOSSES.
In the case of the members of a partnership the proper

part of each share of the net income which consists, respec-

R
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tively, of ordinary net income, capital net gain, or capital
net loss, shall be determined under rules and regulations to
be preseribed by the Commissioner with the approval of the
Secretary, and shall be separately shown in the return of the
partnership and shall be taxed to the member as provided in
this Supplement, but at the rates and in the manner provided
in section 101 (a) and (b), relating to capital net gains and
losses.

SEC. 187. NET LOSSES.

The Abeneﬁt of the special deduction for net losses
allowed by section 117 zhaﬂ be allowed to .the members of a
partnership under regulations prescribed by the Commis-
sioner with the approval of the Secretary.

SEC. 188, TAXES OF FOREIGN éOUNTRIES AND POSSES-
e SIONS OF UNITED. STATES.
The amount of inuome, war-profits, and excess-profits

taxes imposed by foreign countries or possessions of the

. United States shall be allowed as a credit against the tax of

_the member of & partnership to the.extent provided in sec-

tion 131.
SEC. 189. PARTNERSHIP RETURNS. _

Every partnership shall make a return for each taxable
year, stating specifically the items of its gross income and

. the deductions allowed by this title, and shall include in the

return the names and addresses of the individuals who would
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be entitled to share in the net income if distril.uted and the
amount of the distributive share of each individual. The
return shall be sworn to by any one of the partners.
Supplement G—Insurance Companies :
SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

(a) DEFINITION.—When used in this title the term
“life insurance company” means an insurance company
engaged in the business of issuing life insurance and anmuity
contracts (including contracts of combined life, health, and
accident insurance), the reserve funds of which held for
the fulfillment of such contracts comprise more than 50 per
centum of its total reserve funds.

(b) RATE oF TAX.—1In lieu of the tax imposed by sec-
tion 13, there shall be levied, collected, and paid for each
taxable year upon the net iﬁcome of every life insurance com-
pany a tax as follows:

(1) In the case of a domestic life insurance com-

pany, 42 per eentum 134 per centum of its net income;

(2) In the case of a foreign life insurance com-

pany, 43 per eentm 13% per centum of its net income
from sources within the ﬁnited States.

SEC. 202. GROSS INCOME OF LIFE INSURANCE COMPANIES.

(a) In the case of a life insurance company the term

“ gross income ” means the gross amount of income received

* during the taxable year from interest, dividends, and rents.
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(b) The term “reserve funds required by law” in-
cludes, in the case of assessment insurance, sums actuslly
deposited by any company or association with State or
Territorial officers pursuant to law as guaranty or reserve
funds, and any fands maintained under the charter or. articles
of incorporation of the company or association exclusively .
for the payment of claims arising under certificates of mem-
bership or policies issued upon the assessment plan and not
subject to any other use. _
SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.

(a) GENERAL RULE.—In the case of a life insurance

company the term “ net income ” means the gross income
y , .

. ,_less—-

(1) TAX-FREE INTEkEST.-—The ameunt of in-
terest feceived _dming the taxable year which under
section 22 (b) is exempt from taxation under the tazes
tmposed by this title;

exeess; i any; over tho deduetion specified in paragraph
. th} of this subsoetion; of 4 per eentum 3¢ per cenium
of the mean of the reserve funds required by law and
held at the begiuning arid end of the taxable year, plus
(in case of life insurance companies issuing policies
covering life, health, and accident insurance combined

in one policy issued on the weekly premium payment

(2) RESERVE FUNDS.—An amount equal to the -
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plan, continuing for life and not subject to cancellation)
4 per eentum 3% per centum of the mean of such re-
serve funds (not required by law) held at the begin-
ning and end of the taxable year, as the Commissioner
finds to be necessary for the protection of the holders
of such policies only;

(3) DivipENps.—The amount received as divi-
dends (A) from a domestic corporation ether whick
18 subject to tavation under this title, other than a .
corporation entitled to the benefits of section 251, and
other than a corporatior organized under the China
Trade Act, 1922, or (B) from any foreign corporation
when it is shown to the satisiaction of the Commis-
sioner that more than 50 per centum of the gross income
of such foreign corporation for the three-year period
ending with the close of its taxable year preceding the
declaration of snch dividends (or for such part of such
period as the foreign corporation has been in existence)
was derived from sources within the United Siates as
determined under section 119;

(4) RESERVE FOR DIVIDENDS.—An amount
equal to 2 per centum of any sums held at the end of
the tax;xble year a; a reserve for dividends (other than
dividends payable during the year following the taxable
year) the payment of which is deferred for a period
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of not less than five vears from the date of the policy
contract,

(6) INVESTMENT EXPENSES.—Investment ex-
penses paid during the taxable year: Provided, That
if any general expenses are in part assigned to or
included in the investment expenses, the total deduc-
tion under this paragraph shall not excced one-fourth
of 1 per centum of the book value of the mean of the
invested assets held at the beginning and end of the
taxable year;

(6) REAL ESTATE EXPENSES.—Taxes and other
expenses paid during the taxable vear exclusively upon
or with respect to the real. estate owned by the com-
pany, not including taxes assessed against local benefits
of a kind tending to increase the value of the property
assessed, and not including any amount paid out for
new buildings, or for permanent improvements or
betterments made to increase the value of any prop-
erty. The deduction allowed by this paragraph shall
be allowed in the case of taxes imposed upon a share-
holder of a company upon his interest as shareholder,
which are paid by the company without reimbursement
from the shareholder, bu; in sach cases no deduction
shall be allowed the shareholder for the amount of
such t/nxea;
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(7) DEPRECIATION.—A reasonable allowance
for the exhaustion, wear and tear of property, including
a reasonable allowance for obsolescence;

(8) INTEREST.—AIl interest paid or accrued
within the taxable year on its indebtedness, except on
indebtedness incurred or continued to purchase or carry
obligations or securities (other than obligations of the
United States issued after September 24, 1917, and
originally subscribed for by the taxpayer) the interest
upon which is wholly exempt from taxation under this
titie; and

(9) SpecIFic EXEMPTION.—In the case of & do-
mestic life insurance company, the net income of which
(computed without the benefit of this paragraph) is
846000 810,000 or less, the sum of $3;000 $1,000;
but if the net income is more than $356,000 $10,000
the tax imposed by section 201 shall not exceed the
tax which would be pavable if the $3;000 $1,000
credit were allowed, plus the amount of the net income
in excess of $36;000 $10,000.

(b) RENTAL VALUE OF REAL ESTATE.—No deduc-
tion shall be made under subsection (a) (6) and (7) of
this section on account of any real estate owned and vocupied
in whole or in part by a life insurance company unless there

is included in the return of gross income the rental value
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of the space so occupied. Such rental value shall be not
less than a sum which in addition to any rents received from
other tenants shall provide a net income (after deducting
taxes, depreciation, and all other expenses) at the rate of
4 per centum per annum of the book value at the end of the
taxable year of the real estate so owred or occupied.

(e¢) ForeieN LiFE INSURANCE CoMPANIES.—In the
case of a foreign life insurance company the amount of its
net income for any taxable year from sources within the
United States shall be the same proportion of its net income
for the taxable year from sources within and without the
United States, which the reserve funds required by law
and beld by it at the end of the taxable year upon business
transacted within the United States is of the reserve funds
held by it at the end of the taxable year upon all business
transacted.
8EC. 204 INSURANCE COMPANIES OTHER THAN LIFE OR

MUTUAL.

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

(1) In the case of such a domestic insurance com-

pany, 43 per eentam 134 per centum of its net income;
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(2) In the case of such a foreign insuranca com-
pany, 12 per eentam 13} per centum of its net income
from sources within the United States.
(b) DerNiTION OF INOOME, ETO.—In the case of

an insurance company subject to the tax imposed by this

section—

(1) Gross INOOME.—* (iross income ”’ means
the sum of (A) the combined gross amount earned
during the taxable year, from investment income and
from underwriting income as provided in this subsec-
tion, computed on the basis of the underwriting and
investment exhibit of the annual statement approved
by the National Convention of Insurance Commis-
sioners, and (B) gain during the taxable year from
the sale or other disposition of property;

(2) Ner iNooME.—“ Net income ” means the
gross ioome as defined in paragraph (1) of this sub-
section less the deductions allowed by subsection (c)
of this section;

(3) INVESTMENT INOOME.—" Investment in-

ocome "’ means the gross amount of income earned dur-

" ing the taxable year from interest, dividends, and

rents, computed as follows:
To all interest, dividends and rents received dur-
ing the taxable year, add interest, divilends and rents
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due and accrued at the end of the taxable year, and
deduct all interest, dividends and rents due and accrued
at the end of the preceding taxable year;

(4) UNDEBWRITING INOOME.—‘ Underwriting
income "’ means the premiums earned on insurance con-
tracts during the taxable year less losses incurred and
expenses incurred;

(5) PREMIUMB EARNED.—“ Premiums earned
on insurance contracts during the taxable year ”’ means
an amount computed as follows:

From the amount of gross premiums written on
insurance contracts during the taxable year, deduct
return premiums and premiums paid for reinsurance.
To the result so obtained add unearned premiums on
outstanding business at the end of the preceding taxable
year and deduct unearned premiums on outstanding
business at the end of the taxable year;

(6) Losses INOURRED.—“ Losses incurred”
means losses incurred during the taxable year on insur-
ance contracts, computed as follows:

To losses paid during the taxable year, add salvage
and reinsurance recoverable outstending at the end of
the preceding taxable year, and deduct salvage and
reinsurance recoverable outstanding at the end of the
taxable year. To the result so obtained add all unpaid
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- losses outstanding at the end of the taxable year and
deduct unpaid losses outstanding at the end of the
preceding taxable year;

(7) EXPENSES INCURRED.—" Expenses in-
curred ” means all expenses shown on the annual state-
ment approved by the National Convention of Insur-
ance Commissioners, and shall be computed as follows:

To all expenses paid during the taxable year add

© @ 3 & Ot e W N

expenses unpaid at the end of the taxable year and
deduct expenses unpaid at the end of the preceding

[ ey
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taxable year. For the purpose of computing the net

[y
»

income subject to the tax imposed by this section there
12 shall be deducted from expenses incurred as defined in
14 this paragraph all expenses incurred which are not
15 allowed as deductions by subsection (c) of this section.
16 {c) DEDUCTIONS ALLOWED.—In computing the net
17 income of an insurance company subject to the tax imposed

18 by this section there shall be allowed as deductions:

19 (1) All ordinary and necessary expenses incurred,
20 s provided in section 23 (a) ;

21 (2) All interest as provided in section 23 (b) ;

22 (8) Taxes as provided in section 23 (c) ;

2 (4) Losses incurred as defined in subsection

24 (b) (8) of this section;
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(5) Losses sustained during the taxable year
from the sale or other disposition of property;

(6) Bad debts in the nature of agency balances
and bills receivable ascertained to be worfhless and
charged off within the taxable year;

(7) The amount received as dividends from cor-
porations as provided in section 23 (p) ;

(8) The amount of interest earned during the
taxable year which under section 22 (b) (4) is exempt
from taxation under the taxes imposed by this title,
and the amount of interest allowed as a credit under
section 26;

(9) A reasonable allowance for the exhaustion,
wear and tear of property, as provided in section
28 (k) ;

(10) In the case of such a domestic insurance
company, the net income of which (computed without
the benefit of this paragraph) is $26,000 $10,000 or
less, the sum of $3;000 $1,000; but if the net income
is more than 825,000 $10,000 the tax impose;d by
this section shall not exceed the tax which would be
payable if the $3;000 $1,000 credit were allowed, plus
the amount of the net income in excess of $25;600

$10,000.

’
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(d) DepuorionNs oF FOREIGN Oonpbﬁuidné —in
the case of a foreign corporatlon the deductxons a]lowed m
this section shall be allowed to the extent prowded m
Supplement I | |

~ (¢) DouBre Depucrions.—Nothing in this ‘seciiién
shall be construed to permit the same item ta be twi_ée
deducted. |
SEC. 205. NET LOSSES.

The benefit of the special deduction for net losses al—
lowed by section 117 shall be allowed to insurance com-
panies subject to the tax imposed by section 201 or 204,
under regulations prescribed by the Commissioner with the
approval of the Secretary. -
SEC. 206. TAXES OF FOREIGN COUNTRIES AND POSSES-

SIONS OF UNITED STATES. |

The amount of income, war-profits, and excess-profits
taxes imposed by foreign countries or possessions of thé
United States shall be allowed as a credit againét the tax
of & domestic insurance company subject to-the tax imposed
by section 201 or 204, to the extent provided in the case
of a domestic corporation in section 131, and in such cases
“ pet income ” as used in that section means the )n.et income
as defined in this Supplement.

'H.R. 10236—11
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SEC. 207. COMPUTATION OF GROSS lNCOME
B s =3 ;g; ;
Tho gross income of insurance compames sub]ect to

Kthe tax 1mposed by sectxon 201 or 204‘ shall not be deter-

mined in the manner provxded iw section 119, -
SEC. 208. MUTUAL INSURANCE commms“osnliii; THAN

(a) APPLICATION OF Tl'TnE‘—Mnlua‘l insuranoe
companies, other than life insurance compames, shall he
taxable in the same manner as other corporatxons except 88
hereinafter provided in this section. "

(b) GROss INCOME —Mutual maﬁne insuranoe: oo
pames shall include in gross income the gross premmms ool-
lected and received by them less amounts pmd for remsur-
ance .

(¢) Depvottons.—In addition to the deductions al-
lowed to eorporatlons by sectlon 23 the followmg deduo-

tions to msurance compames shall also be allowed unless

Aotherw1se allowed—

(1) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE INSURANCE ——In the oase of ‘mutaal
insurance compames other than life msuranoe com-

(A) the net addmon requn'ed by law to be
made within the taxable year to reserve fnnds

(including in the case of assessment insurance
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companies the actual deposit of sums with State
or ’i‘erritorial officers 'pursuax_lt to iaw waéx'mldition;;

to guarantee or reserve funds) ; and I

(B) the sums other than dividends Apaigi
within the taxable year on policy énd éﬁﬂuit;;
contracts. . | \ |

(2) MvuruaL MARINE msﬁnwon COMPAL
N1ES.—In the case of mutual marine insurance com-
panies, in addition to the deductions allowed in para-
graph (1) of this subsection, unless othervnse allowed,
amounts repaid to policyholders on account of pre-A
miums previously paid by them, and mterest pmd
upon such amounts between the ascertainment and the
payment thereof;

(8) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE AND MARINE.—In the case of mutual
insurance companies (including interinsurers and recip-
W underwriters, but not including mutual life or
mutual marine insurance companies) requiring their

members to make premium deposits to provide for

~ losses and expenses, the amount of premium deposits

fetnmed to their policyholders and the amonnt of pre-

mium deposits retained for the payment of losses,

expenses, and reinsurance reserves.
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Supplement H—-Nom-esident Alien Indinduals

'SEC 211. NORMAL TAX

(a) GENERAL RurE—In the case of a nonresxdent
ahen mdmdual who is not a resxdent of & contlguous country,
the normal tax shall e b per eeﬂt&m 7 per centum of the
amount of the net income in excess of the credits agamst
net income allowed to such individual. \
(b) ALIENS RESIDENT IN CONTIGUOUS COUN-
TRIES.—In the case of an alien mdmdual resxdent in a con-
tiguous country, the normal tax shall be an amount equal to
the sum of the following: o |
(1) 44 per eentum 2 per centum of the amoun/t(
by which the part of the net income attributable to
wages, salaries, professional fees, or othef amounts
received as conlponsation for personal services actually
perforraed in the United States, exceeds the personal
exemption and credit for dependents but the amount
»taxable at such «1-1} per eentum 2 per centum rate shall
" not exceed 34,000
~(2) 8 per eeﬂtum 4 per centum of the amount
by which such part of the net income exceeds the sum
of (A) the personal exemptwn and credlt for depend-
ents, plus (B) $4,000; but the amount taxable at such
8 per eentum 4 per cemum rate shall not exceed
~ $4,000; and
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oo . (8) & per eentum 7 per centum of the amount of

..the net income in excess of the sum of (A) the amount

taxed under paragrapbs (1) and (2) of this subsec-

- tion plus (B) the total credits against met income
allowed to such individual.

(¢) In Liev oF NorMaL Tax UNDER SECTION 11.—
The tax imposed by this section shall be in lieu of the normal
tax imposed by section 11.

SEC. 212, GROSS INCOME.
(a) GENERAL RULE.—In the case of a nouresident

alien individual gross income includes only the gross income

- from sources within the United States.,

(b) Surrs UNDER ForEIGN FrAG.—The income of a
nonresident alien individual which consists exclusively of
earnings derived fromn the operation of a ship or ships docu-

mented under the laws of a foreign country which grants

~ an equivalent exemption to citizens of the United States and

to corporations organized in the United States, shall not be
included in gross income and shall be exempt from taxation

under this title. .

- SEC. 213. DEDUCTIONS.

g . (a) GENERAL RULB—In the case of a nonresident
alien individual the deductions shall be allowed only if
and to the extent that they are connected with income from

sources within the United States; and the proper apportion-
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* ment and allocation of the deductions with respect to sources

of income within and without the Ux;ited States shall -be

- determined as‘provided in section 119, under rules and

regulations prescribed by the OOmn;igsioner with the
approval of the Secretary.
(b) Losses.—

(1) The deduction, for losses not connected with
the trade or business if incurred in transactions entered
into for profit, allowed by section 23 (e) (2) shall be
allowed whether or not connected with income from

- sources within the United States, but only if the profi,
if such transaciion had resulted in a profit, would be
taxable under this title, -

"(2) The deduction for losses of property not con-
- - nected with the trade or business if arising from certain

- casualties or theft, allowed by section 23 (e) (3), shall

- be allowed whether or not connected with income from
gources within the United States, but only if the loss
is of property within the United States. -

(e) CHARITABLE, EtC., CONTRIBUTIONS.—The
so-called “ charitable contribution” deduction allowed by
section 23 (n) shall be allowed whether or not co.nnected

. with income from sources within the United States, but only

as to contributions or gifts made to domestic corporations,
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- dr to dommtunity chests, funds, or foundations; created in the
“Uhnited States, or to the vocational rehabilitation fund.
“ SEC. 214, CREDITS AGAINST NET'INCOME. °

Tn the case of a noaresident alien individual the personal

" exemption allowed by section 25 (c) of this title shall be

only $3;600 $1,000. The credit for dependents allowed by

section 25 (d) shall not be allowed in the case of a nonresident

 alién individual unless he is a resident of a contiguous country.
- Thepe eredits shell be determined by the status of the tax-
payer on tho last day of the taxable year; exoopt thet in ease

of death the rule provided in soetion 95{o){8) shall be

N app’ Iied. .

SEC. 215, ALLOWANCE OF DEDUCTIONS AND CREDITS.

" (a) RETURN TO CONTAIN INFORMATION.—A non-
" resident alien individual shall receive the benefit of the de-

 ductions and credits allowed to him in this title only by filing

or causing to be filed with the collector a true and accurate

retur.s of his total income received from all sources in the

Urited States, in the manner prescﬁbed in this title; includ-

ing therein all the information which the Commissioner may

deem necessary for the calculation of such deductions and
aredits. -
"(b) Tax WrrHEELD AT SOURCE.—The benefit of

the personal exemption and credit for dependents, and of

A
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the reduced rate of tax provided for in section 211 (b),
may, in the discretion of the Commissioner and under regu-
lations prescribed by him with the approval of the Secretary,
be received by a nonresident alien individual entitled
thereto, by filing a claimn therefor with the withholding
agen..

SEC. 218. CREDITS AGAINST TAX.

A nonresident alien individual shall not be allowed the
credits against the tax for taxes of foreign countries and
possessions of the United States allowed by section 131.
SEC. 317. RETURNS..

In the case of a nonresident alien individual the return,
in lien of the time prescribed in section 53 (a) (1), shall be
made on or before the fifteenth day of the sixth month fol-
lowing the close of the fiscal year, or, if the reiurn is made
on the basis of the calendar year, then on or before the fifteenth
day of June.

SEC. 218. PAYMENT OF TAX.

(a) TiME OF PAYMENT.—In the case of a nonresi-
dent alien individual the total amount of tax imposed by
this title shall be paid, in lien of the time prescribed in
section 56(a), on the 15th day of June following the
ose of the calendar year, or, if the return should be made
on the basis of & fiscal yvear, then on the 15th day of
the sixth month following the close of the fiscal year.
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{b) WrrHHOLDING AT BOUECE.—For withholding
at source of tax on income of nonresident aliens, se¢ sec-
tion 344 143.

Supplement I—Foreign Corporations
8EC. 231 GROSS INCOME.

(a) GeNErAL RuLE.—In the case of a foreign corpo- °
ration gross inoome includes only the gross income from
sources within the United States.

(b) Smips UNDER FOREIGN FLAG.—The income of a
foreign corporation, which consists exclusively of earnings
derived from the operation of a ship or ships documented
under the laws of a foreign country which grants an equiva-
lent exemption to citizens of the United States and to corpo-
rations organized in the United States, shall not be included
in gross income and shall be exempt from taxation under
this title.

SEC. 252 DEDUCTIONS.

In the case of a foreign corporation the deductions
shall be allowed only if and to the extent that they are
connected with income from sources within the United
States; and the proper apportionment and allocation of the
deductions with respect to sources within and without the
United States shall be determined as provided in section
119, under rules and regulations prescribed by the Com-
missioner with the approval of the Secretary.
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SEC. 233. ALLOWANCE OF DEDUCTIUNS AND CREDITS.

A foreign corporation shall receive the benefit of the
deductions and credits allowed to it in this title only by
filing or causing to be filed with the collector a true and
accurate return of its total income received from all sources
in the United States, in the manner prescribed in this title,
including therein all the information which the Commis-
sioner may deem necesssry for the calculation of such
deductions and credits.

SEC. 234 CREDITS AGAINET TAX.

Foreign corporations shall not be allowed the credits
against the tax for taxes of foreign countries and possessions
of the United States allowed by section 131.

SEC. 235. RETURNS.

In the case of a foreign corporation not having any
office or place of business in the United States the return,
in lieu of the time prescribed in section 53 (a) (1), shall
be made on or before the fifteenth day of the sixth month
following the close of the fiscal year, or, if the return is
made on the basis of the calendar year then on or before
the fifteenth day of June. If any foreign corporation has
no office or place of business in the United States but has
an agent in the United States, the return shall be made by

the agent.
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SEC. 238. PAYMENT OF TAX.

(8) TIME OF PAYMENT.—In the case of a foreign
ocoxporation not having any office or place of business in the
United States the total amount of tax imposed by this title
shall be paid, in lieu of the time prescribed in section 56 (a),
on the fifteenth day ¢f June following the close of the
calendar year, or, if the retarn should be made on the basis
of a fiscal year, then on the fifteenth day of the sixth month
following the close of the fiscal year.

(b) WrraROLDING AT SOURCE.—For withholding at
source of tax on income of foreign corporations, see section
144 143.

SEC. 237. FOREIGN INSURANCE COMPANIES.

For special provisions reh;ting to foreign insurance
companies, see Supplement G.

SEC. 238. AFFILIATION.

A foreign corporation shall not be deemed to be affili-
ated with any other corporation within the meaning of
section 141 er 143

Supplement J—Possessions of the United States
SEC. 25L INCOME FROM SOURCES WITHIN POSSESSIONS

OF UNITED STATES.
(.u) GENERAL RULE—In the case of citizens of the

United Btates or domestio corporations, satisfying the fol-
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lowing conditions, gross income meens only gross income

2 from sources within the United States—
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(1) 1f 80 per centum or more of the gross in-
come of such citizen or domestic corporation (com-
puted without the benefit of this section), for the
threc-year period immediately preceding the close of
the taxable year (or for such part of such period
immediately preceding the close of such taxable year
as may be applicable) was derived from sources within
a possession of the United States; and

(2) If, in the case of such corporation, 50 per
centum or more of its gross income (computed with-
out the benefit of this section) for such period or such
part thereof was derived from the active conduct of
a trade or business within a possession of the United
States; or

(3) If, in case of such citizen, 50 per centum or
ﬁom of his gross income (computed without the bene-
fit of this section) for such period or such part thereof
was derived from: the active conduct of a trade or busi-
ness within a possession of the United States either
on his own account or as an employee or agent of

another.

(b) AMOUNTS RECEIVED IN UNITED BTATES.—Not-

25 withstanding the provisions of subsection (a) there shall be



178

1 induded in gross income all amounts received by such citi-
9 zens or corporations within the United States, whether
g derived from sources within or without the United States.
4 (¢) DEFINITION.—As used in this section the term
5 “ possession of the United States” does not include the
¢ Virgin Islands of the United States.

7 (d) DepUOTIONS.—

8 (1) Citizens of the United States entitled to the
| 9 benefits of this section shall have the same deductions
10 as are allowed by Supplement H in the case of a non-
11 resident alien individual.

12 (2) Domestic corporations entitled io the benefits
14 of this section shall have the same deductions as are
14 allowed by Supplement I in the case of a foreign
15 corporation.

16 (e) CrepITS AGAINST NET INCOME.—

17 (1) OrrizeNs.—A citizen of the United States
18 entitled to the benefits of this section shall be allowed
19 a personal exemption of only $1;600 $1,000 and shall
20 not be allowed the credit for dependents provided in
21 section 25 (d). The personal exempiion shall be
929 determined by the status of the taxpayer on the last doy
23 of the taxable year; exeept that in ease of death the
24 rale provided in seetion 25{e){3) shall be applied:
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(2) A domestic corporation entitled to the benefits
of this section shall not be allowed the specific credit

of $3;000 81,000“provided in section 26.‘

(f) ALLOWANCE OF DEDUOTIONS AND CREDITS.—
Citizens of the United States and domestic corporations
entitled to the benefiis of this section shall receive the benefit
of the deductions and credits allowed to them in this title only
by filing or causing to be filed with the collector a true and
accurate return of their total income received from all scurces
in the United States, in the manner prescﬁbed in this title;
including therein all the information which the Commis-
sioner may deem necessary for the calculation of such deduc-
tions and credits.

(g) CrEDITS AGAINST TAX.—Persons entitled to the
benefits of this section shall not be allowed the credits
against the tax for taxes of foreign countries and possessions
of the United States allowed by section 131.

(h) AFFILIATION.——A corporation entitled to the
benefits of this section shall not be deemed to be affiliated
with any other corporation witkin the meaning of section
141 or 143.

SEC. 252, CITiZENS OF POSSESSIONS OF UNITED STATES.

(a) Any individual who is a citizen of any possession
of the United States (but not otherwise a citizen of the
United States) and who is not a resident of the United -

-
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18
19
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States, shall be subject to taxation under this title only as to
income derived from sources within the United States, and
in such case the tax shall be computed and paid in fhe same
manner and subjeét to the same conditions as in the case of
other persons who are taxable only as to income derived
from‘suc’h sources,

| (b) Nothing in this section shall be construed to alter
or zmend the provisions of the Act entitled “An Act ma.kmg
approﬁiatiohs for the naval service for the fiscal year ending
June 30, 1922, and for other purposes,” approved July 12,
1921, relating to the imposition of income taxes in the
Virgin Islands of the United States. |

Supplement K—China Trade Act Coﬁontiom
SEC. 281. CREDIT AGAINST NET INCOME.
(a) ArrowaNce oF Crepir.—For the purpose only

of the tax imposed by section 13 there shall be allowed, m
the case of a corporation organized under the China Trade
Act, 1922, in addition to the credits provided in section 26,
a credit against the net income of an amount equal to the
proportion of the net income derived from sources within
China (determined in a similar manner to that provided in
section 119) which the par value of the shares of stock of
the corporation owned on the last day of the taxable year
by (1) persons resident in China, the United States, or
possessions of the United States, and (2) individual citizens
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of the United States or China wherever resident, bears to
the par value of the whole number of shares of stock of the
corporation c;utstanding on such date: Provided, That in no
case shall the amount by which the tax imposed by section
13 is diminished by reason of such credit exceed the amount
of the special dividend certified under subsection (b) of this
section. .

(b) SPECIAL DIVIDEND.—Such credit shall not be
allowed unless the Secretary of Commerce has certified to
the Commissioner—

(1) The amount which, during the year ending
on the date fixed by law for filing the return, the cor-
poration has distributed as a special dividend to or for
the benefit of such persons as on the last day of the
taxable year were resident in China, the United States,
or possessions of the United States, or were individual
citizens of the United States or China, and owned shares
of stock of the corporation;

(2) That such special dividend was in addition
to all other amounts, payable or to be payable to such
persons or for their benefit, by reason of their interest
in the corporation; and .

(3) That such distribution has been made to or
for the benefit of such persons in proportion to the par

value of the shares of stock of the corporation owned
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by each; exoept that if the corporation has more than
one class of stock, the certificates shall contain a state-
ment that the articles of incorporation provide a method
for the apportionment of such special dividend among
such persons, and that the amount certified has been
distributed in accordance with the method so provided.

(c) OWNERsHIP OF 8TOCK.—For the purposes of this
section shares of stock of a corporation shall be considered
to be owned by the person in whom the equitable right to
the income from such shares is in good faith vested.

(d) DEFINITION OF CHINA.—As used in this section
the term “ Chiua ” shall have the same meaning as when
used in the China Trade Act, 1922,

SEC. 262. CREDITS AGAINST THE TAX,

A corporation organized under the Ohina Trade Act,
1922, shall not be allowed the credits against the tax for
taxes of foreign countries and possessions of the United
Steies ullowed by section 131.

SI°C. 263. AFFILIATION:

A corporation organized under the China Trade Adct,
1922, shall not be deemed to be affiliated with any other
corporation within the meaning of sebtion 141 er 143
SEC. 264. INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, see seo-‘
tion 116. -

H.R. 10236—12
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- Supplement L—Assessment and Collection of Deficiencies

. 8EC. 271. DEFINITION OF DEFICIENCY.

As used in this title in respect of a tax imposed by
this title “ deficiency ” means—

(a) The amount by which the tax imposed by this title

" exceeds the amount shown as the tax by the taxpayer upon

his return; but the amount so shown on the return shall first

"be increased by the amounts previously assessed :(or col-

- lected without assessment) as a deficiency, and decreased

by -the amounts previously abated, credited, refunded, -or

-otherwise repaid in respect of such tax; or

(b) -If no amount is shown as the tax by the taxpayer
upon his return, or if no return is made by the taxpayer,

then the amount by which the tax exceeds the amounts pre-

" viously assessed (or collected without assessment) as a
- deficiency; but such amounts previously assessed, or col-

7:.. lected without assessment, shall first be decreased by the

amounts previously abated, credited, refunded, or otherwise

repaid in respect of such tax.

20 SEC. 212. PROCEDURE IN GENERAL,

21 -

..~ (a) PerrrioN 10 BoArp or Tax Appears.—If in
the case of any taxpayer, the Commissioner determincs that

there is a deficiency in respect of the tax imposed by this

- -title, the Commissioner is authorized to send notice of such

deficiency to_the taxpayer by registered mail,:: Within 60

"y
..
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.1. days after such notice is meiled (not counting Suaday as the
gixtieth day), the taxpayer may file a petition with the Board
of Tax Appeals for a redetermination of the deficiency. No

assessment of a deficiency in respect of the tax imposed by

L)

this title and no distraint or proceeding in court for its collec-
tion shall be made, begun, or prosecuted until such- notice
has been mailed to the taxpayer, nor until the expiration of

. such 60-day period, nor, if a petition has been filed with

® » o

the Board, until the decision of the Board has become final.
10 -Notwithstanding the provisions of section 3224 of the Re-
11 vised Sfa_tutes the making of such assessment or the begin-
12 . ning of such proceeding or distraint during the time such
15 . prohibition is in force may be enjoined by a proceeding in
14 the proper court.

15 For exceptions to the restrictions imposed by this sub-

{@ section, see— o

7. ‘ (1) Subsection (d) of this section, relating to
18 ~ waivers by the taxpayer; |
19 (2) Subsection (f) of this section, relating to
20 notifications of mathematical errors appearing upon the
921 face of the return;

29 (3) Section 273, relating to jeopardy assess-
93 . Inents; ) _—

24 " (4) Section 274, relating to- bankruptcy and
95 .- receiverships; end
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(5) Section 1001 of the Revenue Act of 1926, as
amended, relating to assessment or collection of the
amount of the deficiency determined by the Board

pending court review.
(b) CoLLECTION OF DEFICIENCY FOUND BY BOARD.—

If the taxpayer files a petition with the Board, the entire

amount redetermined as the deficiency by the decision of

" the Board which has become final shall be assessed and

ghall be paid upon notice and demand from the collector.
No part of the amount determined as a deficiency by
the Commissioner but disallowed as such by the decision
of the Board which has become final shall be assessed or

“be collected by distraint or by proceeding in court with or

without assessment.

(¢) FArLure 10 Frue PrrrTiON.—If the taxpayer
does not file a petition with the Board within the time pre-
gcribed in subsection (a) of this section, the deficiency,
notice of which has been mailed to the taxpayer, shall be

assessed, and shall be paid upon notice and demand from

‘the collector. -

(d) Waiver oF ResTrIOTIONS.—The taxpayer shall
at any time have the right, by a signed notice in writing
filed with the Commissioner, to waive the restrictions pro-
vided in subsection (a) of this section on the assessment

and collection of the whole or any part of the deficiency.
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(e) INCRERASE OF DEFICIENOY AFTER NOTIQE
MAILED.~—The Board shall have jurisdiction to redetermine

_ the correct amount of the deficiency even if the amount 4o

redgtennined is greater than the amount of the deficienqy,
notice of which has been mailed to the taxpayer, and to
determine whether any penalty, additional ameunt or addi-
tion to the tax should be assessed—if claim therefor is
asserted by the Commissioner at or before the hearing or
& rehearing, |

(f) FurTHER DEFICIENCY LETTEBS RESTRICTED.-
If the Commissioner has mailed to the taxpayer notice of a
deficiency as provided m subsection (a) of this section, and
the taxpayer files a petition with the Board within the time
prescribed in such subsection, the Commissioner shall have
no right to determine any additional deficiency in respect
of the same taxable year, except in the case of fraud, and
except as provided in subsection (e) of this section, relating
to assertion of greater deficiencies before the Board, or in
sectior. 273 (c), relating to the making of jeopardy assess-
ments. If the taxpayer is notified that, on account of a
mathematical error appearing upon the face of the return,
an amount of tax in excess of tﬁat shown upon the return
is due, and that an assessment of the tax has heen or will
be made on the basis of what would have been the correct

amount ofltax but for the mathematical error, such.notice

Ty v e e



e WO DN e

182
shall not be considered (for the purposes of this subsection,
or of subsection (a) of this section, prohibiting assessment
and collection until notice of deficiency has been mailed,
or of section 322(c), prohibiting credits or refunds after
petition to the Board of Tux Appeals) as a notice ot a
deficiency. and the taxpayer shall have no right to file a
petition with the Board bused on such notice, nor shall sueh
assessment or collection be prohibited hy the provisions of
subsection (a) of this section.

(g) JurispicTioN Over OtHER TAXABLE YEARS.—
The Board in redetermining a deficiency in respect of any
taxable year shall cousider such facts with relation to the
taxes for other taxable vears as may be necessary correctly
to redetermine the amount of such deficiency, but in so doing
shall have no jurisdiction to determine whether or not the
tax for any other taxable year has been overpaid or
underpaid.

(h) FiNaL DecisioNs o¥ Boarp.—For the purposes
of this title the date on which a decision of the Board
becomes final shall be determined according to the provisions
of section 1005 of the Revenue Act of 1926,

(i) PRORATING OF DEFICIENCY TO INSTALLMENTS,—
If the taxpayer has elected to pay the tax iu installments and
a deficiency has been assessed, the deficiency shall be pro-

rated to the four installments. Kxcept as provided in sec-
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1 tion 273 (relating to jeopardy assessments), that part of
2 the deficiency so prorated to any installment the date for
3 payment of which has not arrived, shall be collected at the
4 same time as aud as part of such installment. That part
5 of the deficiency so prorated to any installment the date for
6 payment of which has arrived, shall be paid upon notice and
7 demand from the collector.

! (j) ExtENsioN oF TIME FOR PAYMENT OF DEFI-
9 CIENCIES.—Where it is shown to the satisfaction of the
10 Commissioner that the payment of a deficiency upon the
11 date prescribed for the paymeunt thereof will result in undue
12 hardship to the taxpayer the Commissioner, with the ap-
13 proval of the Secretary (except where the deficiency is due
14 to negligence, to intentional disregard of rules and regu-
15 lations, or to fraud with intent to evade tax), may grant
16 an exteusion for the payment of such deficiency or any part
17 thereof for a period not in excess of eighteen months, and,

18 in exceptional cases, for a further period rot in excess of
19 twelve months. If an extension is granted, the Commis-
90 sioner may requiré the taxpayer to furnish a bond in such
91 amount, not exceeding double the amount of the deficiency,
99 and with such sureties, as the Commissioner deems neces-
9y sary, conditioned upon the payment of the deficiency in

24 accordance with the terms of the extension,

%
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(k) Apprres ForR NOTICE OF DEFICIENOY.~In the
absenoce of nodoce to the Commissioner under section 312 (a)
of the existence of a fiduciary relationship, notice of a defi-
ciency in respect of a tax imposed by this title, if mailed to
the taxpayer at his last known address, shall be sufficient for
the purposes of this title even if such taxpayer is deceased,
or is under a legal disability, or, in the case of a corporativn,
has terminated its existence.

SEC. 278 JEOPARDY ASSESSMENTS.

(a) AvurHORITY POR MAKING.—If the Commissioner
believes that the assessment or collection of a deficiency will
be jeopardized by delay, he shall immediately assess such
deficiency (together with all interest, additional amounts,
or additions to the tax provided for by law) and notice and
demand shall be made by the collector for the payment
thereof.

(b) DEericieNcy LerTees.—If the jeopardy assess-
ment is made before any notice in respect of the tax to which
the jeopardy assessment relates has been mailed under section
272 (a), then the Commissioner shall mail a notice under
such subsection within 60 days after the making of the
assessment.

(c) AMOUNT AssEssABLE BEFOERE DECISION OF
Boarp.—The jeopardy assessment may be made in respect
of a deficiency greater or less than that notice of which has
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been mailed to the taxpayer, despite the provisions of section
272 (f) prohibiting the determination of additional deficien-
cies, and whether or not the taxpayer has theretofore filed
a petition with the Board of Tax Appeals. The Commis-
sioner shall notify the Board of the amount of such assess-
ment, if the petition is filed with the Board before the making
of the assessment or is subsequently filed, and the Board shall
have jurisdiction to redetermine the entire amount of the
deficiency and of all amounts assessed at the same time in
connection therewith,

(d) AMOUNT ABSESSABLE AFTER DECISION OF
Boarp.—If the jeopardy assessment is made after the deci-
sion of the Board is rendered such assessment may be made
only in respect of the deficiency determined by the Board
in its decision.

(e) ExPIRATION OF RIGHT 10 AB8ESS.—A jeopardy
assessment may not be made after the decision of the Board
has become final or after the taxpayer has filed a petition
for review of the decision of the Board.

(f) Bonp 10 S8rAY COLLECTION.—When & jeopardy
assessment has been made the taxpayer, within 10 days after
notice and demand from the collector for the payment of
the amount of the assessment, may obtain a stay of collection
of the whole or any part of the amount of the assessment by

filing with the collector a bond in such amount, not exceed-
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ing double the amount as to which the stay is desired, and
wnu such sareties, as the collector deems necessary, condi-
tioned upon the payment of so much of the amount, the
collection of which is stayed by the bond, as is not abated
by a decision of the Board which has become final, together
with interest therson as provided in scotion 297.

(g) SaMp-—FurrHER ConprTioNs.—If the bond is
given before the taxpayer has filed his petition with the
Board under soction 272(a), the bond shall contain a
further condition that if & petition is not filed within the
period provided in such subsection, then the amount the
collection of which is stayed by the bond will be paid on
notice and demand at any time after the expiration of such
period, together with interest thereon at the rate of 6 per
centum per annum from the date of the jeopardy notice and
demand to the date of notice and demand under this sub-
section.

(h) Warver or S8TaY.—Upon the filing of the bond
the collection of so much of the amount assessed as is cov-
ered by the bond shall be stayed. The taxpayer shall have
the right to waive such stay at any time in respect of the
whole or any part of the amount covered by the bond, and
if as a result of such waiver any part of the amount covered

by the bond is paid, then the bond shall, a; the request of
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the taxpayer, be proportionately reduced. If the Board
determines that the amount assessed is greater than the
amount which should have been assessed, then when the
decision of the Board is rendered the bond shall, at the
request of the taxpayer, be proportionately reduced.

(i) CorrecTioN oF UNPAID AMOUNTS.—When the
petition has been filed with the Board and when the amount
which should have been assessed has been determined by a
decision of the Board which has become final, then any
unpaid portion, the collection of which has been stayed by
the bond, shall be collected as part of the tax upon notice
and demand from the collector, and any remaining portion
of the assessment shall be abated. | If the amount already
collected exceeds the amount determined as the amount
which should have been assessed, such excess shall be
credited or refunde:: to the taxpayer as provided in section
322, without the filing of claim therefor. If the amount
detormined as the amount which should have been assessed
is greater than the amount actually assessed, then the differ-
ence shall be assessed and shall be collected as part of tie
tax upon notice and demand from the collector.

(j) Craims IN ABATEMENT.—No cleim in abatement
shall be filed in respect of any assessment in respect of any

tax imposed by this title,
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SEC. 274. BANKRUPTCY AND RECEIVERSHIPS.

(a) IMMEDIATE ASSESSMENT.—-Upon the adjudice-
tion of bankruptcy of any taxpayer in any bankruptey pro-
ceeding or the appointment of a receiver for any taxpayer
in any receivership proceeding beforo any court of the
United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest,
additional amounts, or additions to the tax provided for by
law) determined by the Commissioner in respect of a tax
imposed by this title upon such taxpayer shall, despite the
restrictions imposed by section 272 (a) upon assessments be
immediately assessed if such deficiency has not theretofore
been assessed in accordance with law. Claims for the
deficiency and such interest, additional amounts and addi-
tions to the tax may be presented, for adjudication in
accordance with law, to the court before which the bank-
ruptcy or receivership proceeding is pending, despite the
pendency of proceedings for the redetermination of the
deficiency in pursuance of a petition to the Board; but no
petition for any such redetermination shall be filed with the
Board after the adjudication of hankruptcy or the appoint-
ment of the receiver. |

(b) Unpam CrLAiMS.—Any portion of the claim
allowed in such bankruptcy or receivership proceeding

which is unpaid shall be paid by the taxpayer upon notice
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and demand from the collector after the termination of
such proceeding, and may be ccllected by distraint or pro-
ceeding in court within six years after termination of such
proceeding. Extensions of time for such payment may be
had in the same manner and subject to the sane provisions
and limitations as are provided in section 272 (j) and
section 296 in the case of a deficiency in a tax imposed by
this title.

SEC. 275. PERIOD OF LIMITATION UPON ASSESSMENT
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Except as provided in section 276—
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(a) GeENERAL RULE.—The amount of income taxes im-

[y
(L]

posed by this title shall be assessed within two years after

the return was filed, and no proceeding in court without

iy
"

assessment for the collection of such taxes shall be begun

[y
(3

after the expiration of such period.

e
-~

(b) ReQUEST FOR PROMPT ASSESSMENT.—In the

case of income received during the lifetime of a decedent, or

[
aQ

by his estate during the period of administration, or by a

[y
<

20 corpordtion, the tax shall be assessed, and any proceeding
21 in court without assessment for the collection of such tax
22  shall be begun, within one year after written request therefor
23  (filed after the return is made) by the executor, administra-

24 tor, or other fiduciary representing the estate of such dece-

95 dent, or by the corporation, but not after the expiration of
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two years after the return was filed. This subsection, shall
not apply in the case of a corporation unless~—.

(1) Buch written request notifies the .Commis-
sioner that the corporation. contemplates dissolution at
or before the expiration of such year; and

(2) The dissolution is in good faith begun before
the expiration of such year; and
(3) The dissolution is completed.

(c) Oom*oremw AND SHAREHOLDER.—If a corpora-
tion makes no return of the tax imposed by this title, but
each of the shareholders includes in his return his distribu-
{ive share of the net income of the corporation, then the
tax of the corporation shall be assessed within four years
aiter the last date on which any such shareholder’s return
was filed.

SEC. 276. SAME—EXCEPTIONS.

(a) FaLSE RETURN OR NO RETUEN.—In the case of
a false or fraudulent return with intent to evade tax or of a
failure to file a return the tax may be assessed, or a pro-
ceeding in court for the collection of such tax may be begun
without assessment, &t any time.

(b) Warvers.—Where before the expiration of the
time prescribed in section 275 for the assessment of the
tax, both the Commissioner and the taxpayer have con-

sented in writing to its assessment after such time, the tax
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may be assessed at any time prior to the expiration of the
period agreed upon. The period so agreed ﬁpon may be
extended by subsequent agreements in writing made before
the expiration of the period previously agreed upon.

(c) COoLLEOTION AFTER ASSESSMENT.—Where the
assessment of any income tax imposed by this title has been
made within the period of limitation properly applicable
thereto, such tax may be collected by distraint or by a
proceeding in court, but only if begun (1) within six years
after the assessment of the tax, or (2) prior to the expira-~
tion of any period for collection agreed upon in writing by
the Commissioner and the taxpayer before the expiration
of such six-year period. The period so agreed upon may
be extended by subsequent agreements in writing made
before the expiration of the period previously agreed upon.
SEC. 277. SUSPENSION OF RUNNING OF STATUTE.

The running of the statute of limitations'provided in
section 275 or 276 on the making of asscssments and the
beginning of distraint or a proceeding in court for collection,
in respect of any deficiency, shall (after the mailing of a
notice under section 272 (a)) be suspended for the period
during which the. Commissioner is prohibited from making
the assessment Or bégMg distraint or a proceeding in
court {and in any.event, if a proceeding in respect of the_

deficiency is placed on the docket of the Board, until the
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deoision of the Board becomes ﬁnal) , and for 60 days

' the;'eaftér.

Supplement M—Interest and Additions to the Tax
SEC. 291. FAILURE TO FILE RETURN.

In case of any failure to make and file a return required
by this title, within the time prescribed by law or prescribed
by the Commissioner in pursuance of law, 26 per centum of
the tax shall be added to the tax, except that when a return
is filed after such time and it is shown that the failure to
file it was due to reasonable cause and not due to willful
neglect no such addition shall be made to the tax. The
amount so added to any tax shall be collected at the same
time and in the same manner and as a part of the tax unless
the tax has been paid before the discovery of the neglect, in
which case the amount so added shall be collected in the
same manner a3 the tax. The amount added to the tax
under this section shall be in licu of the 25 per centum addi-
tion to the tax provided in section 3176 of the Revised
Statates, as amended. |
SEC. 292. INTEREST ON DEFICIENCIES.

Interest upon the amount determined as a deficiency
shall be assessed at the same time as the deficiency, shall
be paid upon notice and demand from the collector, and shall

be collected as a part of the tax, at the rate of 6 per centum
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per annum from the date prescribed for the payment of the
tax (or, if the tax is paid in installments, from the date
prescribed for the payment of the first installment) to the
date the deficiency is assessed, or, in the case of a waiver
under section 272 (d), to the ihiirtieth day after the filing of
such waiver or to the date the deficiency is assessed which-
ever is the earlier.

SEC. 293, ADDITIONS TO THE TAX IN CASE OF DEFI.

CIENCY.

(a) NEQLIGENCE.—If any part of any deficiency is
due to negligence, or intentional disregard of rules and regu-
lations but without intent to defraud, 5 per centum of the
total amount of the deficiency (in addition to such defi-
ciency) shall be assessed, collected, and paid in the same
manner as if it were a deficiency, except that the provisions
of section 272 (i), relating to the prorating of a deficiency,
and of section 292, relating to interest on deficiencies, shu}l
not be applicable.

| (1) Fraup.—If any part of any deficiency is due to
fraud with intent to evade tax, then 50 per centum of the
total amount of the deficiency (in addition to such defi-
ciency) shall be so assessed, collected, and paid, in lieu of the
50 per centum additim; to the tax provided in section 3_1:’16
of the Revised Statﬁtes, as amended.

H. R. 10236——13
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SEC. 204. ADDITIONS TO THE TAX IN CASE OF NONPAY.

MENTC
(a) TAx SHOWN ON RETURN.—

(1) GENERAL RULE.—Where the -amount de-

| ternliiled.by the taxpayer as the tax imposed by this

title, or any irstallment thereof, or any part of such
amount or installment, is not paid ou or before the date
prescribed for its paymént, there shall be collected as
a part of the tax, interest upon such unpaid amount at
the rate of 1 per centum a month from the date pre-
scribed for its payment until it is paid.

(2) IF EXTENSION GRANTED.—Where an exten-
sion of time for payment of the amount so determined
as the tax by the taxpayer, or any installment thereof,
has been granted, and the amount the time for payment
of which has been cxtended, and the interest thereon
determined under section 295, is not paid in t:ll prior
to the expiration of the period of the extension, then,
in lieu of the interest provided for in paragraph (1) of
this subsection, interest at the rate of 1 per centumn a
month shall be collected on such unpaid amouvat from
the date of the expiration of the period of the extension
until it is paid.

(b) DEFIcIENCY.—Where a deficiency, or any inter-

95 est or additional amounts assessed in connection therewith
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under section 292, or under section 293, or any addition
to the tax in case of delinquency provided for in section 291,
is not paid in full within ten days from the date of notice
and demand from the collector, there shall be collected as
part of the tax, interest upon the unpaid amount at the rate
of 1 per centum a month from the date of such notice and
demand until it is paid. If any part of a deficiency prorated
to any unpaid installment under section 272 (i) is not paid
in full on or before the date prescribed for the payment
of such installment, there shall be collected as part of the
tax interest upon the unpaid amount at the rate of 1 per
centum a month from such date until it is paid.

(¢) Fmuciaries.—For any period an estate is held
by a fiduciary appointed by order of any court of competent
jurisdiction or by will, there shall be collected interest at the
rate of 6 per centum per annum in lieu of the interest pro-
vided in subsections (a) and (b) of this section.

«d) FruiNe or JeorArpY BoNp.—If a bond is filed,
as provided in section 273, the provisions of subsections
(b) and (c) of this section shall not apply to the amount
covered by the bond.

SEC. 295. TIME EXTENDED FOR PAYMENT OF TAX. SHOWN
ON RETURN. 3

If the time for paymen# of the amount determined as

the tax by the taxpayer, or any installment thereof, is ex-
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tended under the authority of section 56 (c), there shall be
collected as a part of such amount, interest thereon at the
rate of 6 per centum per annum from the date when such
payment should have been made if no extension had been
granted, until the expiration of the period of the extension.
SEC. 296. TIME EXTENDED FOR PAYMENT OF DEFICIENCY.

If the time for the payment of any part of a deficiency
is extended, there shall bo collected, as a part of the tax,
interest on the part of the deficiency the time for payment
of which is so extended, at the rate of 6 per centwmn per
annum for the period of the extension, and no other interest
shall be collected on such part of the deficiency for such
period. If the part of the deficiency the time for payment
of which is so extended is not paid in accordance with the
terms of the extension, there shall be collected, as a part
of the tax, interest on such unpaid amount at the rate of
1 per centum a month for the period from the time fixed
by the terms of the extension for its payment until it is paid,
and no other interest shall be collected on such unpaid
amount for such period.
SEC. 297. INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

In the case of the amount collected under section
273 (i) there shall be collected at the same time as such
amount, and as a part of the tax, interest at the rate of 6
per centum per annum upon such amount from the date of

the jeopardy notice and demand to the date of notice and
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demand under section 273 (i), or, in the case of the amount
collected in excess of the amount of the jeopardy assessment,
interest as provided in section 292, 1f the amount included
in the notice and demand from the collector under section
273 (i) is not paid in full within ten days after such notice
and demand, then there shall be collected, as part of the tax,.
interest upon the unpaid amount at the rate of 1 per centum
a month (or, for any period the estate of the taxpayer is
held by a fiduciary appointed by any cowrt of | competent

jurisdiction or by will, at the rate of 6 per centum per

annum) from the date of such notice and demand until it

is paid.

SEC. 298. BANKRUPTCY AND RECEIVERSHIPS.

If the unpaid portion of the claim allowed in a bank-

ruptey or receivership proceeding, as provided in section

274, is not paid in full within 10 days from the date of

notice and demand from the collector, then there shall be

collected as a part of such amount interest upon the unpaid

.
1

portion thereof at the rate of 1 per centum a month from

the date of such notice and demand until payment.

SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM

UNITED STATES.

For additions to tax in case of leaving the United States

or concealing property in such manner as to hinder collec-

tion of the tax, see section 47 746.
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Supplement N—Claims against Transferees and Fidu-

ciaries
SEC. 311. TRANSFERRED ASSETS.

(a) Meriop oF CoLLEOTION.—The amounts of the
following liabilities shall, except as hereinafter in this sec-
tion provided, he assessed, collected, and paid in the same
manner and subject to the same provisions and limitations
as in the case of a deficiency in a tax imposed by this title
(including the provisions in case of delinquency in paywnent
after notice and demand, the provisions authorizing distraint
and proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds) :

(1) TraNSFEREES.—The liability, a¢ law or in
equity, of a transferee of pfoperty of a taxpayer, in
respect of the tax (including interest, additional
amounts, and additions to the tax provided by law)
imposed upon the taxpayer by this title.

(2) Fouciaries.—The liability of a fiduciary
under section 3467 of the Revised Statutes in respect
of the payment of any such tax from the estate of the
taxpayer.

Any such liahility may be either as to the amount of
tax shown on the return or as to any deficiency in tax.

(b) Periop oF LiMiTaTiON.—The period of limita-
tion for assessment of any such liability of a transferee or

fiduciary shall be as follows:
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(1) In the case of the liability of an initial trans-
feree of the property of the taxpayer,—within one year
after the expiration of the period of limitation for assess-
ment against the taxpayer;

(2) In the case of the liability of a transferee of &
transferee of the property of the taxpayer,—within one
year after the expiration of the period of limitation for
assessment against the preceding transferee, but only if
within three years after the expiration of the period of
limitation for assessment against the taxpayer;—

except that if before the expiration of the period of limitation
for the assessment of the liability of the transferee, & court
proceeding for the collection of the tax or liability in respect
thereof has been begun against the taxpayer or last preced-
ing transferee, respectively,—then the period of limitation
for assessment of the liability of the transferee shall expire
one year after the return of execution in the court pro-
ceeding.

(8) In the case of the liability of & fiduciary,—
not later than one year after the liability arises or not
later than the expiration of the period for collection of
the tax in respect of which such liability arises, which-
ever is the later. |
(¢) PERIOD POR ASSESSMENT AGAINST TAXPAYER.—

For the purposes of this section, if the taxpayer is deceased,
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or in the case of a corporation, has terminated its existence,

the period of limitation for assessment against the taxpayer
shall be the period that would be in effeat had the death or
termination of existence not occurred.

(d) BUSPENSION OF RUNNING OF STATUTE OF LiMI-

- TATIONS.—The running of the statute of limitations upon the

assessment of the liability of & transferee or fiduciary shall,
after the mailing to the transferee or fiduciary of the notice
provided for in section 272 (a), be suspended for the period
during which the Commissioner is prohibited from making
the assessment in respect of the liability of the transferee or.
fiduciary (and in any event, if a proceeding in respect of
the liability is placed on the docket of the Board, until the

- decision of the Board becomes final), and for 60 days there-

after,

(e) AppRESS FoR NOTICE OF LIABILITY.—In the ab-.

.. senco of notice to the Commissioner under section 312 (b)

of the existence of a fiduciary relationship, notice of Liability:

. enforceable under this section in respect of a tax imposed:
~ by this title, if mailed to the person subject to the liability at -
- his last known address, shall be sufficient for the purposes of -

. this title even if such person is deceased, or is under a legal - .

disability, or, in the case of a corporation, has terminated its

existenoe,
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(f) DEFINITION OF “ TRANSFEREE "'.—As used in this
section, the term “ transferee ” includes heir, legatee, dev-
isee, and distributee.

SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

(a) FpuciARY oF TAXPAYER.—Upon notice to the
Commissioner that any person is acting in a fiduciary capae-
ity such fiduciary shall assume the powers, rights, duties,
and privileges of the taxpayer in respect of a tax imposed
by this title (except as otherwise specifically provided and
except that the tax shall be collected from the estate of the
taxpayer), until notice is given that the fiduciary capacity,
has terminated. .

(b) FpucIARY oF TEANSFEREE.—Upon notice to the.
Commissioner that any person is acting in a fiduciary capac-
ity for a person subject to the liability specified in section.
311, the fiduciary shall assume, on beball of such person,
the powers, rights, duties, and privileges of such person

under such section (cxcept that the liability shall be col-.

~ected from the estate of such person), until notice is given.

that the fiduciary capacity has terminated.
. (), MANNER OF NorioE.—Notice under subsection.
(a) or (b) shall be given in accordance with regulations

prescribed by the Commissioner with the approval of the.

. Secretary,
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Supplement 0—OQOverpayments
SEC. 321. OVERPAYMENT OF INSTALLMENT.

If the taxpayer has paid as an installment of the tax
more than the ‘amount determined to be the correct amount
of such installment, the overpayment shall be credited
against the unpaid installments, if any. If the amount
ulready paid, whether or not on the basis of installments,
oxceeds the amonnt determined to be the correct amount
of the tax, the overpayment shall be credited or rofunded
as provided in section 322,

SEC. 322, REFUNDS AND CREDITS.
(a) AuTHORIZATION.—Where there has been an

overpayment of any tax imposed by this title, the amount

-of such overpayment shall be credited against any income.

war‘-proﬁté, or excess-profits tax or installment thereof then
due from the taxpayer, and any balance shall be refunded
immediately to the taxpayer.

" (b) LIMITATION ON ALLOWANOE.—

* (1) PERIOD OF LIMITATION.—No such oredit or

refund shall be allowed or made after two years from

"' ‘the time the tax was paid, unless before the expiration

of such period a claim therefor is filed by the taxpayer.

" (2) LiMIT ON AMOUNT OF OREDIT OR RE-

*UND.~The amount of the credit or refund shall not

exceed the portion of the tax paid during the two
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years Mediately preceding the filing of the claim,

or if no claim was filed, then during the two years

immediately preceding the allowance of the credit or
refund.

(o) Errecr or PerimioN 10 BoArp.—If the Com-
missioner has mailed to the taxpayer a notice of deficiency
under section 272 (a) and if the taxpayer files a petition
with the Board of Tax Appeals within the time prescribed
in such subscction, no credit or refund in respect of the tax
for the taxable year in respect of which the Commissioner
has determined the deficiency shall be allowed or made
and no suit by the taxpayer for the recovery of any part
of such tax shall be instituted in any court except—

(1) As to overpayments determined by a de-
cision of the Board which has become final; and

(2) As to any amount collected in excess of
an amount computed in accordance with the decision
of the Board which has become final; and

(8) As to any amount collected after the period
of lin..cation upon the beginning of distraint or a pfo-
ceeding in court for colloction has expired; but in any
such claim for credit or refund or in any such suit for
refund the decision of the Board which has become
final, as to whether such period has expired before the

notice of deficiency was mailed, shall be conclusive,
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(d) OverPAYMENT FouND BY BoARD.—If the Board
finds that there is no deficiency and further finds that the
taxpayer has made an overpayment of tax in respect of the
taxable vear in respect of which the Commissioner doter-
mined the déﬁciency, the Board shall have jurisdiction to

determine the amount of such overpayment, and such

~amount shall, when the decision of the Board has become

final, be credited or refunded to the taxpayer. No such
credit or refund shall be made of any portion of the tax paid
more than two years before the filing of the claim or the
filing of the petition, whichever is earlier.

(e) Tax wIme AT SoUrcE.~—For refund or

credit in case of excessive withholding at the source, sce

.,sectiqn M4y 143(f).

 TITLE 1I—ADDITIONAL ESTATE TAX
SEC. 401. IMPOSITION OF TAX.

(a) In addition to the estate tax imposed by section
301(a) of the Revenue Act of 1926, there is hereby imposed
upon the transfer of the net eslate of every decedent dying
after the enactment of this Act, whether a resident or non-
resident of the United States, an additional tax equal to the
excess of—

(1) the amount of a tentative tax computed under

... aubsection (b) of this section, over
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(2) the amount of the taw imposed by seption

301(a) of the Revenue Act of 1926, computed without

regard lo the provisions of this title.

(b) The tentative tax referred to in subsection (a)(1)
of this section shall equal the sum of the following percen-
tages of the value of the net cslate:

Upon net estales not in excess of $10,000, 1 per centum.

$100 upon net estates of $10,000; and upon net estates
in excess of $10,000 and not in excess of $80,000, 2 per
centum tn addition of such excess.

$300 upon net cstates of $20,000; and upon net eslates
in excess of $20,000 and not in excess of $30,000, 3 per
centum in addition of such excess.

$600 upon net edates of $30,000; and upon net estates
in excess of $30,000 and not in excess of $40,000, 4 per
centum tn addition of such excess.

$1,000 upon net estates of $40,000; and upon net estates
in excess of $40,000 and not in excess of $50,000, 5 per
centum in addition of such excess.

$1,500 upon net estates of $50,000; and upon net estates
in excess of $50,000 and not in excess of $100,000, 7 per
centum in addition of such excess.

$5,000 upon net estates of $100,000; and upon net
estates in excess of $100,000 and not in evcess of $200,000,

9 per centum in addition of such excess.
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$14,000 upon net estates of $200,000; and upon net
estates in excess of $200,000 and not in excess of $400,000,
11 per centum in addition of such excess.

$36,000 upon net estates of $400,090; and upon net
estates in excess of $400,000 and not in excess of $600,000.
13 per centum in addition of such excess.

$62,000 upon net estates of $600,000; and upon net
estates in excess of $600,000 and not in excess of $800,000,
15 per centum in addition of such excess.

$92,000 upon net estates of $800,000; and upon net
estales in excess of $800,000 and not in excess of $1,000,000,
17 per centum in addition of such excess.

$126,000 upon net estates of $1,000,000; and upon net
estales in excess of $1,000,000 and not in excess of $1,500,000,
19 per centum in addition of such excess.

$221,000 upon net estates of $1,500,000; and upon
nel estates in excess of $1,500,000 and not in excess of
$2,000,000, 21 per centum in addition of such excess.

$326,000 upon net estates of $2,000,000; and upon
net estates in excess of $2,000,000 and not in excess of
$2,500,000, 23 per centum tn addition of such exoess.

$441,000 upon net estates of $2,500,000; and upon net
estates in ercess of $2,500,000 and nol in excess of
$3,000,000, 25 per centum in addition of such excess.



(- —

w

T P 3 DD R

10
11

13
14
15
16
17
18
19
20
21
22
23

m .
$566,000 upon net estates of $3,000,000; and upon
nel eslates in excess of $3,000,000 and not in ercess of
$3,500,000, 27 per centum in addition of such excess.
$701,000 upon net estates of $3,500,000; and upon net
estates in excess of $3,500,000 and not in exoess of
$4,000,000, 29 per centum in addition of such excess.
$846,000 upon net estates of $4,000,000; and upon net
estates in excess of $4,000,000 and not in ewvoess of
$4,500,000, 31 per centum in additior of such excess.
$1,001,000 upon net estales of $4,500,000; and upon
net eslates in ewcess of $4,5600,000 and nol in ewcess of
$5,000,000, 33 per centum in addition of such excess.
$1,166,000 upon net estates of $5,000,000; and upon
net estates in excess of 85,000,000 and not in excess of
$6,000,000, 35 per centum in addition of such excess.
$1,516,000 upon net estules of $6,000,000; and upon
net estates in excess of $6,000,000 and not n excess of
$7,000,000, 37 per centum in addition of such excess.
$1,886,000 upon nel estates of $7,000,000; and upon
net estales in excess of $7,000,000 and not in excess of
$8,000,000, 39 per centum in addition of such excess.
$2,276,000 upon net estates of $8,000,000; and upon
net eslates in excess of $8,000,000 and not in excess of
$9,000,000, 41 per centum in addition of e;tch excess.
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$2,686,000 upon nel estales of $9,000,000; and upon
net estates in excess of $£9,000,000 and not in excess of
$10,000,000, 43 per centum in addition of such ezoess.

$3,116,000 upon net estates of $10,000,000; and upon
nel estates in exbess of $10,000,000, 45 per centum in addi-
tion of such excess.

(c) For the purposes of this section the value of the net
estale shall be determined as provided in Title 111 of the
Revenue Act of 1926, as amended, except that in liew of the
exemption of $100,000 provided in section 303(a)(4) of
such Act, the exemption shall be $50,000.

SEC. 402. CREDITS AGAINST TAX.

(a) The credst provided in section 301(c) of the Rev-
enue Act of 1926, as amended (80 per centum credit),
shall not be allowed in respect of such additional taz.

(b)(1) If a tax has been paid under Title 111 of this
Act on a gift, and thereafter upon the death of the domor
any amount in respect of such gift 18 vequired to be included
in the value of the gross estate of the decedent for the pur-
poses of this litle, then there shall be credited against the
tax imposed by section 401 of this Act the amount of the
taz paid under such T'itle 111 with respect to so much of the
property which constituted the gift as is included in the gross
estale, av;xept that the amount of such credit (4) shall not
exceed an amount which bears the same ratio to the tax
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imposed by section 401 of this Act as the value (at the
time of the gift or at the time of the death, whichever is
lower) of s0o much of the properly which constituled the
gift as is included in the gross estate, bears to the valus of
the entire gross estate, and (B) shall not exceed the amount
by which the gift tax paid under Title 111 of this Act with
respect to 80 much of the properly as constituted the gift as
18 included in the gross estate, erceeds the amount of the
credit under section 301(b) of the Revenue Act of 1926,
as amended by this Act.

(2) For the purposes of paragraph (1), the amount
of taz paid for any year under Title III of this Act with
respect lo any property shall be an amount which bears the
same ratio to the total tax paid for such year as the value of
such property bears o the total amount of net gifis (com-
puled without deduction of the specific exemption) for such
year. " 3
SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

Except as provided in section 402, the tax imposed by
sectior, 401 of this Act shall be assessed, collected, and paid,
in the same manner, and shall be subject to the same pro-
visions of law (including penalties), as the tax imposed by
section 301(a) of the Revenue Act of 1926, except that a re-
turn shall be required if the value of the gross estate at the
time of the decedent’s death exceeds $50,000. |

H. R. 10286——14
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TITLE NII—GIFT TAX
SEC. 501. IMPOSITION OF TAX.

( é) For the calendar year 1932 and each calendar
year thereafter a taz, computed as provided in' section 502,
shall be imposed upon the transfer during such calendar
year by any individual, resident or nonrvesident, of property
by gift.

(b) The tax shall apply whether the transfer iz in
trust or otherwise, whether the giﬂ 18 direct or indirect, and
whether the property is real or personal, tungible or intan-
gible; but, in the case of a nonresident, shall apply to a trans-
fer only if the property is situated within the United States.
SEC. 502. COMPUTATION OF TAX.

The taz for each calendar year shall be an amount
equal to the excess of—

(1) a tax, computed in accordance with the Rate

Schedule hereinafter set forth, on the agyregate sum

of the net gifts for such calendar year and for each of

the preceding calendar years, over
(2) a tax, compuled in accordance with the Rate
Schedule, on the aggregate sum of the net gifts for each
of the preceding calendar years. |
Girr Tax RATE Scuevyre
Upon net gifts not in cxcess of $10,000, three-fourths

of 1 per centum.
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$75 wpon net gifts of $10,000; and upon net gifts
in excess of $10,000 and not in excess of $20,000, 1% per
centum in addition of such excess.

$225 upon net gifts of $20,000; and upon net gifts in
excess of $20,000 and not in excess of $30,000, 2% per
centum in addition of such excess.

$450 upon net gifts of $30,000; and upon net gifts in
excess of $30,000 and not in cvcess of $40,000, 3 per centum
in addition of such excess. ,

$750 wpon net gifts of $40,000; and upon net gifis
in excess of $40,000 and not in excess of $50,000, 3%
per centum in addition of such excess,

- $1,125 upon net gifts of $50,000; and upon net gifts
in excess of $50,000 and not in excess of $100,000, 5 per
centum in addition of such excese.

$3,625 upon net gifts of $100,000; and upon net gifis
in excess of $100,000 and not in excess of 8200,000, 63
per centum in addition of such excess.

$10,125 upon net gifts of $200,000; and upon net gifts

. in excess of $200,000 and not in excess of $400,000, 8 per

centum in addition of such excess.

$26,125 upon net gifts of $400,000; and upon net

., 9ifts in excess of $400,000 and not in cxcess of $600,000,

9% per centum in addition of such ezcess.
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$45,125 upon net gifts of $600,000; and wpon net gifts
n excess of $600,000 and not in excess of $800,000, 11
per centum in addition of such excess.

$67,125 upon net gifts of $800,000; and upon net gifts
in excess of $800,000 and not in excess of $1,000,000, 12%
per centum in addition of such excess.

$92,135 upon net qifts of $1,000,000; and upon net
gifts in excess of $1,000,000 and not in excess of $1,500,000,
14 per centum in addition of such excess.

$162,125 upon net gifts of $1,500,000; and upon net
gifts in excess of $1,500,000 and not in excess of $2,000,000,
15% per centum in addition of such excess. '

$239,625 upon net gifts of $2,000,000; and upon net
gifts in excess of $2,000,000 and not in excess of $2,500,000,
17 per centum in addition of such excess. ‘

$324,625 upon net gifts of $2,5600,000; and upon net
gifts in excess of $2,500,000 and not in excess of $3,000,000,
18% per centum in addition of such excess.

$417,125 upon net gifts of $3,000,000; and upon net
gifts in excess of $3,000,000 and not in excess of $3,500,000,
20 per centum in addition of such excess. '

$517,125 upon net gifts of $3,600,000; and upon net
gifts in excess of $3,500,000 and not in excess of $4,000,000,

214 per centum in addition of such excess.
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$624,625 upon net gifts of $4,000,000; and wpon net
gifts in excess of $4,000,000 and not in excess of $4,500,000,
23 per centum in addition of such excess.

$739,625 wpon net gifis of $4,500,000; and upon net
gifts in excess of $4,500.000 and ot in ezcess of $5,000,000,
244 per centum in addition of such excess.

$862,125 upon net gifts bf $5,000,000; and upon net
gifts in excese of $5,000,000 and not in excess of $6,000,000,
26 pér centum in addition of such excess.

$1,122,125 upon net gifts of $6,000,000; and upon net
gifts in excess of $6,000,000 and not in excess of $7,000,000,
27% per centum in addition of such excess.

$1,397,125 upon net gifis of $7,000,000; and upon net
gifts in excess of $7,000,000 and not in excess of $8,000,000,
29 per centum in addition of such excess.

$1,687,125 upon net gifts of $8,000,000; and wpon net
gifts in excess of $8,000,000 and not in excess of $9,000,000,
30% per centum in addition of such excess.

$1,992,125 upon net gifts of $.9,000,000} and ‘u',pon net
gifts in excess of $.§,000,000 and not in excess of $10,000,-

" 000, 32 per centum in addition of such excess.

$2,319,125 upon net gifts of $10,000,000; and upon
net gifts in excess of $10,000,000, 33% per centum in addi-

LI
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SEC. 503. TRANSFER FOR LESS THAN ADEQUATE AND FULI,
CONSIDERATION. ’

Where property 18 transferred for le;ss than an adequate
and fdll consideration in money or money’s worth, then the
amount by which the value of the property exceeded the
value of the consideration shall, for the purpose of the tax
imposed by this title, be deemed a gift, and shall be included
in computing the amount of gifts made during the calendar
year.

SEC. 504. NET GIFTS. ’

(a) GENERAL DEP‘INITIQN.*T)IB term . net gifts”
means the total amount of g}iﬂs made during the calendar
year, less the deductions provided in sectin 505.

(b) Girrs Less THAN $3,000.—In the case of gifs
(other than of future interests in property) made to any
person by the donor during the calendar year, the first $3,000
of such gifts to such person shall not, for the purposes of
subsection (a), be included in the total amount of gifis mede
during such year.

SEC. 505. DEDUCTIONS.

In computing net gifts for any calendar year there shall
be allowed as deductios:

(a) RESIDENTS.—In the case of a resident—

(1) SPECIFIC EXEMPTION.—An. ezemption of

$50,000, less the aggregate of the amounts claimed
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and allowed as specific Mptim for preceding

calendar years.

(2) CHARITABLE, ETC., GIFTS.—The amount of

_all_gifts made during such year ta vr for the use of— .

(A) the United States, any State, Territory,
or any political subdivision thereof, or the District
of Columbia, for exclusively public purposes;

(B) a corporation, or trust, or community
chest, fund, or foundation, organized and operated
eaclusively for religious, charitable, scientific

literary, or educational purposes, including the

- encouragement of art and the prevention of

cruelty to children or animals; no part of the net

earnings of which inures lo the benefit of. any
private shareholder or individual; .

(C) a fraternal society, order, or. association,
operati;zg under the lodge system, but only if w;qlz

gifts are to be used exclusively for religious,

charitable, scientific, literary, or. educational pur-
_ poses, including the encouragement of art and the

prevention of cruelty to children or animals;

YD) posts or organizations of war veterans,
or augiliary unis or socielies of any such posts or
organizations, if such posis, organizations, unils,

or socielies are organized in the United States or

- /“"‘:‘-’r&
oo ok
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1 any of its poéses.siom, and if no -part of their net

9 earnings inures to the benefit of any private share-

3 | holder or indfvidual;

4 (E) the special fund for vocational rehabili-

5 ' tation authorized by section 12 of the World War

6 Veterans' Act, 1924.

7 (b) NoNRESIDENTS.—In the case of a nonresident,

8  the amount of all gifts made during such year to or for the
9 use of— ' ‘
10 (1 ) the United States, any State, Territory, or
11 \any political subdivision thereof, or the District of
12 Columbia, for ecclusively public purposes;
13 (2) a domestic corporation organized and oper-
14 © ated exclusively for religious, charitable, scientific,
15 literary, or educational purposes, including the encour-
16 " agement of art and the preveniion of cruelty to chil-
17 dren or animals; no part of the net earnings of which
18 - inures to the benefit of any private shareholder or indi--

19 v -

20 " (8) a trust, or'bommun'ity chest, fund, or foun-
21 dation, organized and operated - exclusively for réli-
29 gious, charitable, scientific; literary, or educational
23 purposes, including the encouragement of art and the
24

RN
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if such gifts are to be used within the United States
exclusivelyy for such purposes;

(4) a fraternal society, order, or association,
operating under the lodge system, but only if such gifts
are to be used within the United States exclusively
for religious, charitable, ._scientiﬁc, literary, or educa-
tional purposes, including the encouragement of art
and the ‘pfevention of cruelty to children or animals;

(5) posts or organizations of war veterans, or aua-

iliary units or socicties of any such posts or organiza-
tions, if such posts, organizations, units, or societies are
organized in the United States or any of ils posses-
sions, and if mo part of their met earnings inures to
| the benefit of any private shareholder or individual;

(6) the special fund for vocational rehabilitation

authorized by section 12 of the World War Veterans
- Aot 1924. ¥
(¢) The deductions provided in subsection (a)(2) or
(b) shall be allowed only to the extent that the gifts theréin
specified are included in the amount of yz/ts against: which
such deductions are applicd. v
SEC. 5006. GIF’TS "MADE IN PROPERTY.

If the gift is made in property, the value thereof at the

~
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SEC.507. RETURNS.

(a) REQUIREMENT.—Any individual who within the
calendar year 1932 or any calendar year thereafter makes
any transfers by gift (except those which under section 504
are not to be included in the total amount of gifts for such
year) shall make a retuz;n under oath in duplicate. The
return shall set forth (1) each gift made during the calendar
year which under section 504 13 to be included in computing

. net gifts; (2) the deductions claimed and allowable under

section 505; (3) the net gifis for each of the preceding
calendar years; and (4) such further information as muy
be required by regulations made pursuant to law.

(b) T1smg aND PLack voR FILING.—The relurn shall
be filed on or before the 15th day of March following the close of
the calendar year with the collector for the district in which is
located the legal residence of the donor, or if he kas no legal
residence in the United States, then (unless the Commissionor
designates another district) with the collector at Baltimore,
Maryland. '
SEC. 508. RECORDS AND SPECIAL RETURNS. .

(a) BY DoNoR.—Every person liable to any tax im-
posed by this title or for the collection thereof, shall keep

returns, and comply with such rules and regulqﬁom, as the
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Commissioner, with the approval of the Secretary, may from-
time to time prescribe.

(b) To DerkRMINE LiaBILITY TO TAX.;—WIwnéver
in the judgment of the Commissioner necessary he may
require any persun, by nolice served upon him, to make a
return, render umier oath such statements, or keep such
records, as the Commissioner deems sufficient to show whether
or not such person is liable to tax under this title.

SEC. 509. PAYMENT OF TAX, ,

- (a). TIME oF PAYMENT—The tax imposed by this
title shall be paid by the donor on or before the 15th day of
March following the close of the calendar year.

(b) EXTENSION oF TIME FOR PAYMENT ~—AL the re-

- quest of the donor, the Commissioner may ecxtend the time

for payment of the amount determined as the taz by:the

. donor, for a period not to exceed siz months from the date

- presoribed for the payment of the taz.  In such case,the

- amount in respect of which the extension i3 granted shall |
‘be paid on or before the date of the expiration of the period

3 - of the extension.

(¢) VOLUNTARY ADVANCE PAYMENT.~A taz ‘im-

- posed by thig title may be paid, at the election of the donor,

prior to the date prescribed for its payment. - -
- (d) FRacTIONAL PARTS OF CENT.~In.the payment

of any tax under this title a fractional part of a cent shall



© ® A T R W D =

DO D9 DD DO DD bt ek ek ek mbk b ek ek b s
> W0 D = O © ® I D S B LS O - O

220
be disregarded unless it amounts to-one-half cent or more, in
which case it shall be increased to'1 cent.

(6) RecEIPTS—The collector to whom any payment
of any gift tax is made shall, upon request, grant to the person
making such payment a receipt therefor. , ‘
SEC. 510. LIEN FOR TAX.

The taz imposed by this title shall be a lien upon. all
gifts made during the calendar year, for ten yedars from

the time the gifts are made. If the tax i3 not paid when

due, the donee of any gift shall be personally liable' for
such taz to the extent of the value of such gift. * Any part
of the property comprised in the gift sold by the domee
to a bona fide purchaser for an adequate and full considera-
tion in money or money's worth shall be divested of -the
lien herein imposed and the lien, to the extent of the value
of such gift, shall attach to all the property of the domee
(including after-acquired property) except any part sold
to a bona fide purchaser for an adequate and full considera-
tion ‘in money or money's worth. If the Commissioner i‘§
satisfied that the tax liability has been fully discharged or
provided for, ke may, under regulations prescribed by him

with the approval of the Secrelary, issue his certificate,

releasing any or all of the property from the lien herein

- $mposed.
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SEC. 511. EXAMINATION OF RETURN AND DETERMINATION OF
14X,
As soon as practicable after the return is filed the Com-
missioner shall examine it and shall determine the correct

“amount of the taz.

SEC. 512. DEFINITION OF DEFICIENCY. -

As used in this title in respect of the tax imposed by

* this fitle the term “ deficiency " means—

(1) The amount by which the'taz imposed by this
title exceeds the amount shown as the tax by the donor
upon his return; but the amount so shown on the return
shall first be increased by the amounts previously assessed
(or collected without assessment) as a deficiency, and
decreased by the amounts previously abated, refunded,
or otherwise repaid in respect of such tax; or

(2) If no amount is shown as the taz by the donor

* upon his return, or if no return is made by the d@r,
then'.the amount by which the taz exceeds the amounts
‘previmwly assessed (or collected without assessment) as

" a deficisney; but such amounts previously assessed, or
collected without assessment, shall first be decreased by

" the amounts previously abated, refunded, or otherwise
repaid in respect of such laz.
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SEC. 513. ASSESSMENT AND COLLECTION OF DEFICIENCIES.

(a). PETITION TC BoAnrp oF TAx ArPEALS.—If lhq
Commissioner determines that there is a deficiency in respect
of the tax imposed by this title, the Commissioner is authorized
to send notice of such deficiency to the donor by registered
mail. Within 60 days after. such notice i3 mailed (not
counting Sunday as the sixtieth day), the domor mayl file
a petition with the Board of Tax Appeals for a redetermi-
nation of the deficiency. No assessment of a deficiency in
respect- of the tax imposed by this title and no distraint or
proceeding in court for its collection shall be made, begun,
or prosecuted until such notice has been mailed to the donor,

- mor until the expiration of such 60-day period, nor, if a.
__ petition has been filed with the Board, until the decision of

the Board has become final. Notwithstahdingv the provisions
of section 3224 of the Revised Statutes the making of such

 assessment or the beginning of such proceeding or distraint
18

during the time such prohibition 1s in force may be enjoined

by a proceeding in the proper court.

« For eiceptions to the restrictions imposed by this sub-

Section see— L
(1) Subsection (d) of this section, relating to
waivers by the donor; L ‘
(2) Subsection (f) of this section, relating to"
notifications of mathematical errors appearing upon

the face of the return;
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(8) Section 514, relating to jeopardy assessments;

(4) Section 516, relating to bankruptcy and
receiverships; and

(5) Section 1001 of the Revenue Act of 1926, as
amended, relating to assessment or collection of the
amount of the deficiency determined by the Board per.d-
ing court review.

(b) OOLLEC'T.ION orF DEericieEncy FoUND By
Boarn.—~If the donor files a petition with the Board, the
enlire amount redelermined as the deficiency by the decision of
the Board which has become final shall be assessed and shall
be paid upon notice and demand from the collector. No part
of the amount determined as a deficiency by the Commissioner
but disallowed as such by the decision of the Board which has:
become final shall be assessed or be collected by disiraint or
by proceeding in court with or without assessment.

(¢) FAlLvRE 1O FiLE PETITION.~If the donor does

“not file a petition with the Board within the time prescribed in

subsection (a) the deficiency, notice of which has been mailed
to the domor, shall be assessed, and shall be paid upon notice
and demand from the collector.

(d) WalvEr or REsz'RzorzéNs.—The donor shall
al any time have the right, by a signed notice in writing filed

with the Commissioner, to waive the restrictions provided in
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subsection (a) on the assessment and collection of the whole
or any part of the deficiency.

(e) INCREASE oF DEFICIENCY AFTER NoOTICE
MarLep.—The Board shall have jurisdiction to redetermine
the correct amount of the deficiency even if the amount so
redetermined is greater than the amount of the deficiency,
notice of which has been mailed to the dunor, and to determine
whether any additional amount or addition to the tax should
be assessed, if claim therefor is asserted by the Commissioner
at or before the hearing or a rehearing.

(f) FurrnER DEFICIENCY LETTERS RESTRICTED. —
If the Commissioner has mailed to the domor notice of a
deficiency as provided in subsection (a) of this section, and
the donor files a petition with the Board within the time
preseribed in such subsection, the Commissioner-shall have
no mght to determine any additional deficiency wn vespect
of the same calendar year, except in the case of fraud, and
except as provided in subsection (e) of this section, relating
to assertion of greater deficiencies before the Board, or in
section 514(c), relating to the making of jeopardy assess-
ments. If the donor is notified that, on account of a mathe-
matical error appearing upon the face of the return, an
amount of tax in excess of that shown upon the return is
due, and that an assessment of the tax has been or will be

made on the basis of what would have been the correct amount
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of tax Gut for the mathematical error, such notice shall not

be considered (for the purposes of this subsection, or of sub-

Section (a) of this section, prohibiting assessment and collec-

tion wntil notice of deficiency has been mailed, or of section

528(¢c), prohibiting credits or refunds after petition to the

Board of Tax Appeals) as a notice of a deficiency, and the

“donor shall have no right to file a petition with the Board

based on such notice, nor shall such assessment or collection
be prohibited by the provisions of subsection (a) of this
section.

(g9) Jurispicrion OvER OTHER CALENDAR

YEARS.~—The Board in redetermining a deficiency in respect

“-of any calendar year shall consider such facts with relation

" to the tazes for other calendar years as may be mecessary

correctly to redetermine the amount of such deficiency, but in
s‘o‘doi.ng shall have no jurisdiction to determine whether or

not the tax for any other calendar year has been overpaid

Cor underpaid.’

' (h) Fnar Ducisions oF Boaro—For the pur-

“becomes final shall be determined acoording to the provisions

of section 1005 of the Revenue Act of 1926.

(i) ExTENSION OF TIME FOR PAYMENT OF DEFI-

GIENCIES—Where it is shown to the safisfaction of the
. R.10286——15 | |
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Commissioner that the payment of a deficiency upon the date

prescribed for the payment thereof will result in undue hard-
ship to the donor the Commissioner, with the approval of the
Secretary  (except where the deficiency is due to megligence,
to intentional disregard of rules and regulations, or to fraud
with intent to evade taz), may grant an exlension for the
payment of such deficiency or any part thereof for a period
not in excess of eighteen months, and, in exceptional cases,
for a further period not iﬁ excess of twelve months, "If an
extension is granted, the Commissioner may requive the
donor to furnish a bond in such amount, not exceeding double

the amount of the deficiency, and with such sureties, as the

- Commissioner deems ‘necessary, conditioned upon the pay-

.ment of the deficiency in accordance with the terms of the

extension.

(i) ApDRESS FOR NoricE oF DEFICIENCY ~In the

 absence of notice to the Commissioner under section 527( a)
“of the existence of a fiduciary relationship, notice of a

deficiency in respect of a tax imposed by this title, if mailed

to the donor at his last known address, shall be sufficient

for the purposes of this title even if such donor i3 deceased,

or 13 under a legal disability.
SEC. 514. JEOPARDY ASSESSMENTS.
~(a) AvrnoriTY FOR MAKING—If the Commis-

sioner believes that the assessment or collection of a deficiency
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will be jeopardized by delay, he shall ’immedi‘ately assess such
deﬁcwncy (together wzth all interes‘t,r additional amounts, or
additions to the tax provided for by law). and notice and
demand shall be made by the collector for the payment
thereof. |

- (b) Dericiency LETTERS.—If the jeopardy assess-
ment fs made before any motice in respect of the tax to which
the jeopardy assessmeni relates has been mailed under section
513(a), then the Commiissioner shall mail a- notice under
such subsection within 60 days after the making of the
assessment.

(c) AMOUNT ASSESSABLE BEFORE DECISION OF.

Boarp.—The jeopardy assessment may be made in respeat.

of a deficiency greater or less than that notice of which.
has been mailed to the donor, despite the provisions of seo-,

tion 513(f) prohibiting the determination of additional de-

ficiencies, and whether or not the donor has theretofore filed,
a petition with the Board of Tax Appeals. The Commis-

 sioner shall notify the Board of the amount of such assess-
N m ent, if the petition is filed.with the Board before the making.:
of the assessment-or i3 subsequently filed, .and. the Board-

shall have jurisdiction to redetermine the entire amount of.

3 the deficiency and of all amounis assessed at-the same time-
in_ connection, therewilh.
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B (d) “AvouNr AsspssaBLE AFTER' DECISION OF
B Akl‘)‘:}qf. '"t'hé‘ ]'gbp'afdy assessment 13 twiﬁadé"’ after the
5" desision'of the Board is vendered, such dssessment may be
4 "“Whide ‘only'in espéct of the deficiency determined by the
5 Board n its decision. | g
6" “(¢) ExpiraTioN oF RiguT 70 ASSESS—A jeopardy
7 ‘l‘h&ﬁzén‘tz‘m"ay! not be made after the decision of the Board
8" Kas' become final or after the donor has ﬁled a pelition for
9 Y peview ‘of the decision of the Board.
100 "(f) Bownp 10 814Y CoLiEcTION.—~When a jeopardy
11  assessment has been made, the donor, within 10 day"s'aﬂer
12" notice and demand from the collector for the payment of ihe
18 " aihouint’ ‘of the assessment, may obtain a stay of collectzon‘
14"V of the whole oF ang part of the ‘amount of‘the assessment
15" bij ﬁlmg with the collector 'a ‘bond in such arhouhi; not e:z:;-:
1% Geeding' doublé the dmount s to which the ‘stay is desired,
17" arid toith $uch sureties, a5 the collector deems necessary, con-
18+ ditioned “upon” the T"'payn‘zem of s0' much of the amount,
16 “the collection of “which 'is stayed by the bond, as is not
20" abinted by'a decision of the Board which has become final,
oY together with inilerest thereon as promded in section 523 or
2 04 |
28" ' “'(g) SaME—FURTHER CONDITIONS.~If thé bond is
24  gien before the donor has ﬁled"izis'pétitioﬁ"with the Board
25 under subsection (a) of section 513(a), the bond shall con-



‘tain a further condition that if a petition: is. not-fited within

the period provided in such subsection, then the amount the
collection of which 13 stayed by the bond will be: paid on
notice and demand at any lime after the-expiration’of such

-period, together with interest thereon at the rate of 6 per
- centum per annum from. the date of the jeopardy motice and
- demand to the date of notice and demand under this subsection.

..-(h) WatvEr ofF Stay.—~Upon the filing of the bond
the collection of so much of the amount assessed as 18 covered
by the bond shall be stayed. The donor shall-have the right

to waive such stay at any time in: respect of -the whole!or

.any part of the amount eovered by the bond/ and if 48 a

result of such waiver any part of the amount covered byj the

bond is paid, then the bund shall, at-the request of the déror,

* be proportionately reduéed, - ‘If the Board determines tha the

‘amount assessed ‘is “greater than: the amount whick shotld

have been assessed, then when. the decision. of the Roard is

" rendered the bond shall, ‘at the request of the: donor;': be ‘pro-
" portionately reduced:: T o v van (e et @ |
.+ (i) :COLLECTION OF UNPAID' AMOUNT8-SWhen)'the
| . petition has been filed with the' Board and when the' amount
- whith should have been assessed has beén determined by a
- decision of the Board which: has:become  final, then any
- unpaid portion, ‘the collection’ of which has been stayed: by
the bond, shall b oollected as pard.of the taz ipon natice tnd
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w1~ demand from the collector, and any remaining portion of the

- asgessment shall be abated. If the amount alreadycollected
.6xceeds the amount determined as the amount which should
- Rave been assessed, such excess shall be.oredited.or refunded

as provided in section 528, without-the filing of claim there-

. -for. If the amount determined: as.the amount. which should

-have been assessed ‘i3 grealer. than -the amount - actually
. assessed, then the difference shall be: assessed and shall be

9. collected as part of the tax upon notice. and -demand from

110 the collector.

.~11 . SEC. §15. CLAIMS IN ABATEMENT.

12 v .- .No claim in .abatement shall be filed in. respect of any
113 ‘assessment in respect of any lax imposed by this tille..

.14 SEC. 516. BANKRUPTCY AND RECEIVERSHIPS.. =~ . . |
18 . (a) IMMEDIATE  ASSESSMENT~Upon the adjudica-

.18 . fan - of . bankruptcy - of -any donor -in - any . bankrupjcy

- 1. ~proceeding or the appointment of ‘a-veceiver for. any donor
18 \in.any recsivership procseding before.any court of the United
19 States or of any State or Temwm.w-af\=W1DQiridio[ .

120, . \Columbia, any . deficiency (together. witk: all ‘interest, addi-

2. tional amounts, or.additions to the tax provided for by law)

., 23 . determined by the Commissioner in respect of a'taw.imposed

23 by this title upon such donor shall, despite the. rest-ictions

.24 imposed by section 513(a) upon assessments bé immediately

'1@5 - assessed if such deficiency has not. theretofore been astemsed
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' in accordance with law, . Claims for.the defigiency. and sych

interest, additional amounts and.additions-to the. tag; may be

presented, for adfudication in .acoordance’ with Jaw, to the
. court before which. the bankruptoy or receivership proceeding
8 pending, despite. the pondency of proceedings for the
redétermination. of the deficiency in pursuance of a petition
. o the. Board; but no petition for any such. redetermination
. ahall be filed with the Board after. the adjudication of bank-
' ruplcy or the appointment of the receiver.. . .,

I - T -~ I R

-
S ®

(b) .UNPiD CLaIMS.—Any portion of  the claim
- allowed in.such bankruptoy or receivership proceeding which
12 . is unpaid shall be paid by. the damor upon nolice and demand
13 from the collector after the termination of such..proceeding,
14 .and may .be - collected by distraint or proceeding in court
AR within .siz_years wafter..,‘terminationz of -such..proceeding.
1€ . Batensions. of time for such payment- may.he had in the same
17 manner and subject to the same proviziens and. limitations; g
18 are provided in-sections 513(3), 621(b), gnd, 524(b) (3)
19 i the case of a deficiency in a tax imposed. by, this title, - |
\‘30\\;550. 517.. PERIOD OF .LIMIT({TION - UPON ASSESSMENT AND

Soi
-

@1 .. COLLECRION. .. .. .., S
2 - (o) GENBRAL RULE~Bacept as provided, in subsec-
93, tion (), the amount, of tages. impased by, this (il shall be
24 assessed within three years afier the. return. was filed, and
24 .m0 proceeding in. court without agsessment. for the collection

-
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1 of such tazes shall \bebegun aﬂer ‘the expiration’ of thiree
“9 * years after the veturn was filed. T SN
‘8 - (b)  EXCEPTIONS—- - e

‘v - (1) FALSE RETURN OR NO RETURN-~-In the

"5 ' case of a false or fraudulent return with intent to evade
V8 - taw or of 'a failure to flle @ veturn: the. tad may’ be
7 assessed, or a proceeding in cowrt for the collection: of
8 . - such taz may be begun without assessment, at any time.
9 (2) COLLECTION AFTER -AS8ESSMENT.~-Whére

10 » ' the assessment of any tax imposed by ‘this title has

11 o+ been made within the statutory ‘period of limitation
12+ properly applicable thereto; such ' tan may be- collected

18 - by distraint or by a proceeding in court;: but only-if
14 - vbegun’ (1) within siz years after-the ussessment of the
16 tad,tor (2) prior-to the erpiration:of any period for
16° v collection agreed upon 'in wmtmg by the Commissionér

1

AT and the domory e R oL tas B

18 ‘sE'c' '515""svsbsz”v’si01v OF  RUNNING OF STATUTE. *» g

19 - “Phe'running of the statute of: limitations: provided' i

20 ddction 517 o '‘the making of assesments’avid: the beyinning
21 of distraint or a proceeding in cotrt for Eollection, tn respect
92 of any deficiency, shall (after the mailing of a notice under
93" section 513(a)) be suspended for-the period ‘during’which
24 the Commissioner is prokibited from making the assessment
25" 'or beginning distraint or a proceeding 'in court (and in dny

ot
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g edenty if @ proceeding in respect of the deficiency 18 placed
g *"m'the‘"d@ket ‘of the Board, until the decision of the Board
‘8 * bécomes final), and for 60 days thereafter.

4 SEC. 519. ADDITIONS TO THE TAX IN CASE OF FAILURE TO
Wty oo FILE-RETURN. . - b
@ 0w In'case of any failure to make and file a return required
W by thes -title, within the time prescribed by law or pre-
W8 r'scribed: by- the Commissioner in pursuance of law, 25 per
9 centum of the tax shall be added to the taz, except that when
10 a return 18 filed after such time and it is shown that the
11 failure to file &t ‘was due to reasonable ‘carse and not-due lo
12 willful’ negldct no”such addition shall be ‘made to the taz.

13- The dmotint so added fo any tax shall be collected at the same

‘1 time and in ‘the same manner and as'a part of  the tax unless

115 the'tax had been ‘paid before the discovery of the neglect, in

16" iwhieh casé” the amount so added shall be: collected: in the

MT seame’ manner - ab the ‘taz. -~ The' dmount: added to the tax

18 \under ‘this’ section 'shall be in'liew- of the 25 per centum

19 addition to the tax provided in section 3176-of the Reviséd

20\ Slatules; as amended. ¢ Ui o

91"\ 8207 ADDIPIONS TO FEE TAX- IN CASE’ OF DEFICIENCY.,
9y v Y fu) - NEGRIOENCRIf any part of “any  deficiency
03" Y thie 'to ‘megligence, or ititetitional disregard of rules and
24 " Vegitldtiohs but' without ntent Yo defraud,”5 -per: centum. of

b5 "th)z\‘total ‘Gt Of the: deficiency (in addition to such dé-

3)«\\‘“1‘ W, ;.\ b S n W s\! Ew [ATST UV
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. ficiency) shall be assessed, collected, and paid. in.the same

manner a3 if it were: a, deficiency, evcept that the.pravisions
of section 593, velating lo. intevest vn.deficiencies, shall not

‘be applicable.

(b) F¥RAUD.~If any part.of any.deficiency is due o
fraud with intent to evade taw, then 50 ,per centum of the
total amount of the deficiency (in addition to.suchdeficiency)
shall be..s0. assessed, collected, .and. paid,. in. liew .of the .50

- per. centum_addition to . the tax provided \in, seetion. 3176

22 .
23

4.

26

of the Revised Striutes, as amended, . . .. .. .
SEC. 521, INTEREST ON.-EXTENDED PAYMENTS:

(a) Tax SHOWN ON BETUBN.—If the time for pay-

 ment of -the amount determined as the taz by,the dimor is
s exlended, under the authority of section. 509(b), there shall
s collected as.apart of wuch: amount, intevest thereon at
:the ;rate. of .6 ‘per.centum per.annum from. the\date when
.such payment. should hqve been made if .no extensign kad .

been  granted, until -the evpiration of the period .of the
(b) DEriciENCY —In case an. extension, for.the pay-

there shall be collected, as:a. part: of the.taz, interest on the
part of the.deficiency the. time for payment of .which is s0

,extende(l;,f}fatfﬂze rale of 6 per centum per. annum. for the
 period of the eatension, and.noother interest shall:be gol-

lected on such part of the defisiency for such period.

v, wHEToe

e
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> 1. SEC. 522. INTEREST :ON. DEFICIENCIES. = . . .
a8 0wt Interest supon the amount determined. as .a deficiency
3 shall be assessed at the same time .as the deficiency, shall be
~ 4. paid upon hotice and.demand from the collector, and shall
-+ 5. be oollected as a part of the taz, atthe rate of 6 per centum
.8 .per annum from the due date of the tax to the date the
R - deficiency. 18 assessed,: o}, in the case of a waiver under
8 section 513(d), to.ihe thirtieth day after the filing of such
9., waiyer.or. to the date the deficiency. is assessed whichever is
10 . the. earlier. . ..
.11.. SEG. 523. INTEREST ON ‘JEOPARD‘Y ASSESSMENTS.,
12 ..\, In the case of the amount collected under section 514(f)

18- there shall be collected-at the same. time as such amount, and

14 a3 a part of the taz, interest at the rate.of 6 per centum: per

15 annum upon such amount from . the date. of the jeopardy
116 1 notice and-demand :to the.date of notice and demand szer
W17 v section-514(1)," or, in-the case, of the -amount: collected \in
W18 excess of the amount of the.jeopardy assessment, interest as
19 © provided in section 522, .. .

20 . SEC. 524. AUDITIO~S.=TO THE TAX IN:CASE OF NO‘NPAYMENT.
21 (a¢) Tax SHOWN ON RETURN~+ R
222 . (1).PAYMENT NOT EXTENDED.—~Where the
23 - . amount determined. by the donor as the tax imposed by
24 - this title, or-any part of such amounty i8, not paid on

25 the due date of the tax, there shall be collected as a

Wl mea, w
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1 part of the taz, interest upon such unpaid amount at

.9 the rate of 1 per centum a mon?ltxfrom\ the due date

8 until it &2 vaid,
4 - (2) PAYMENT EXTENDED.~~W here an exlension

8 -, of time fof" payment of the. amount 8o detehnined as
G - the tax by the donor has been granted, and the amount
7 the time for payment (‘)f which has been extended, and
- & . the interest thereon determined under' section 521(a),

9. i not paid in full prior to the expiration of the period

10 of the extension, then, in liew of the interest provided

11 for in paragraph (1) of this subsection, interest at
12 the rate of 1 per centum a month shall be collected on
S8 0 such unpaid amount from the date of the expiration
1475 of the period of the extension until it is paid.
15 . (b) DEFICIENCY-—
e (1) PAYY.ENT NOT EXTENDED.—Where a defi-
w170 - olency, or any interest assessed in connection therewiih
118 - under section 522, or any addition to the tax provided

19 for in section 3176 of the Revised Statutes, i3 not paid
190v i in full within 10 days from the date of notice and

21 demand from: the collector, there shall be. collected as
92 i"Ap‘art'of the taz, interest upon the unpaid amount at
23 the rate of 1 per centum a month [rom the dale of such
~ M notice and demand until it.z's. paid,
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* (3) FILING OF JEOPARDY EOND -——If a bond i is |

" filed, as provided in section 514, the promswns of
‘paragraph (1) of this subsection'sholl not apply to the

 amount covered by the bond.”” ‘

(3) PAYMENT EXTENDED.—If the part of the

deficiency the time for payment of which is extended

as provided in section 513(i) is not paid in accordance

" with the terms of the extension, there shall bé collected,

as a part of the tax, interest on such unpaid amount at
the rate of 1 per centum a month for the perwd from
the time fi:ced by the terms of the extension for i3 pay-
ment until it is ‘paid, and ‘no other interest shall be

" collected on such unpaid amount for such perwd

" (4) JEoPARDY ASSESSMENT——PAYMENT STAYED

" By BOND—~If the amount mcluded n the notwe ‘and
" demand from the collector under 9ectum 514(1) is not’

" paid in full within 10 dayq after such’ notice and’

demand, then there shall be collected, as part of the taz,

inferest upon the unpaid amount af the rate of 1 per

centum a month from the date of such notice and demand

© until it is paid.

(5) INTEREST IN CASE OF BANKRUPT(}Y AND

' RECEIVERSHIPS.—If the unpasd portwn of the claim
 allowed in a bankruptcy or reoezvershtgl)“procéedmg, |

provided in section 516, is not pazd in " full within 0
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~ days from the date of noticc and demand from the col-
lector, then there shall be collected as a part of .mch
amount interest upon the unpaid i)ortion thereof at the
rate of 1 per centum a month from the date of such
notice. and demand until payment.
SEC. 525. PENALTIES. |

Any person requived under this title to pay any taz,
or required by law or regulations made under authorily
thereof to make a return, keep any records, or supply any
information, for the purposes of the computation, assessment,
or collection of any tax imposed by this title, who willfully
fails to pay such tax, make such return, keep such records,
or supply such information, at the time or times required
by law or Tegulations, shall,‘ in addition to other penalties
provided by lﬁw, be guilty of a misdemeanor and, upon con-
viction thereof, be fined not more than $10,000, or imprisoned
for ﬁot more than one year, or both, together with the co.sL?
of prosecution. |
SEC. 526. TRANSFERRED ASSETS.

(a) MerHOD OF coLLECTION.—The amounts bf the
followiné liabilities ;9hall, Mpt as hereinafter in this section
provided, be assessed, collected, and paid m the same manner
and subject to the same provisions and limitations as in the
case of a deficiency in the tax imposed by this title ( ;ncluding
the provisions in case of delinquency in payment after notice
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1 and demand, the provisions authorizing distraint and. pro-
2 ceedings in court for collection, and the provisions prohibiting
3 claims and suits for refunds) :

4 (1) TrRANSFEREES.—The lability, at law or in

5 equity, of a transferee of property of a donor, in respect

6 of the tax (including interest, addz:tional amounts, and

7 additions to the tux provided by law) imposed by this

8 title. . .

9 (2) FipuciariEs—The liability of a fiduciary
10 under. section 3467 of the Revised Statutes [U. 8. C.,
11 title 31, sec. 192] in respect of the payment of any such
12 tax from the estate of the domor.

13 Any such liability may be either as to the amount of tar
14 shown on the return or as to any deficiency in taz. |
15 (b) PEriop oF Liuirarion.—The period of limita-
16;3 | tipn for assessment of any such liability of a transferee or
17 fiduciary shall be as follows: _

18 (1) Within one year after the expiration of the
19 period of limitation for assessment against the domor.
20 ( 2)‘ If a court proceeding against the donor for
21 the oollectim.'.‘ of the taa: has been begun within the period
22 ~ provided n para‘graph. (1), then within one year
23 after retum' of ewecution in such proceeding.

24 (c) PERIOD FOR ASSESSMENT AGAINST DONOR;

25 For the purposes of this sectwn, if the donor 13 deceased,
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940"

“the period of limitation for assessment’ against WS dondr

shall be the period that would be in effect had the ‘death _
not occurred. ’ s

(d) ‘SvspEnsion oF Rusning ok STATuTE oF Lik-
1TATIONS.—The Tunning of the statute of limitations updﬁ

the assessment of the lz'ability of a transferee or ﬁducia}}/

 shall, after the mailing of the notice under scotion 513(a)

to the transferee or fiduciary, be suspended fo‘%“the period
during which the Commissioner is prohzbzted from makmg
the assessment in respect of the lwbzlz/y of the tramferee or
fiduciary (and in any event, if a proceedmg n respect of
the liability is placed on the docket of the Board until the
decision of the Board becomes final ), and for 60" days
thereafter. S

" "'(e) Pronisition or " Svir§ 10 ﬁEéi’éAzN En-
FORCEMENT oF L14BILITY 0F TRANSFEREE R Fibuct:
ARY.—No suit shall be maintained in any court fiﬁf ‘the pub
pose of restraining the dssessment or collection of (1) the
amount of the liability, at law or in eqmty, of ¢ a transferee
of property of a donor in respect of ang J ngt taz, or (2) the
amount of the liability of a fiduciary under section 3467 of

‘the Revised Statutes [U S. C' title 31, sec. 192] in respect

:s\\\\v

of any such tazx.

" ({) DEeFINITION OF *“ PRANSFEREE " —As used i
this' séction; the  term. “ transferes” inchuides donse, heir,
legatee, devisce, and distributee.



" o4t
y " - (g) ADDRESS FOR NoricE oF Liapivity ~In the
g absence of notice to the Commissioncr under sestion 587(b).
g of the existence of a’ fiduviary relationship, notire‘of liability
4+ enforceable under this section in respect of a tax impased by
5" this title, if mailed to the person subject to the Liability at his
¢ last known address, shall be sufficienk for the purposes of this
w  title even if such person is deceased, or is unde: a legal’ dis:
g ability, or; in the case of a corporation, has terminated ils

émtm. i i “_ P . .7,‘4 . i ,'.wl",v'x‘ {1
10" SEC. 527. NOTICE OF FIDUCIARY RELATIONSHIP. . '~ !

11+ +(a) FIpUCIARY- OF DONOR.—Upon notice to. the.
12 Commissioner that any person i8 acting in o' fiduciary
13 capacity such fiduciary shall assume the powers, rights, i
14, 'duties, and privileges of the donor in respect vf a taz imposed
15" by this title’ (except us otherwise specifioally provided and:
16" eveept that the tax shall be collected from the: estate of the
17+ donor); until notice is given shat the fidusiary eapacity has
18" lerminaded: - . o o L 4
19 - b () -P1IDUCIARY OF TRANSPEREE.~U/pon notice to;
90" the Gommissioner that, any person 8 acting in a fiduciary’
91" oapacity for a person: subject to the Hability specified in
99."  section 626 the fiduoiary . shall. assume, on bekalf of such :
9y persom,: the powers, rights, dutes, and. privileges of such
04" ponsin -snder such seotion (encept that the biability shall be:

¢ HR10286——16 . o an e E



1. collected from the estate ofsu‘ch. person), until notice is given
9. that the fiduciary capa.czty has terminated.

(c) "MANNER.. OF NOTIC'EmNoMe under . aubsectm
. '(a)or (b) shall be given in accordance with regulations
» preseribed. by the Commissioner. with the approval of the
. Secretary. . . . v

-\ SEC. 528. REFUNDS AND CREDITS.

cooo.«xaam».ep

payment of any taz imposed by this title, the amount of such

" (@) AuTHORIZATION.—W here there has been an over-

10 overpayment shall be credited against any gift tax then';due,g

13 - immediately to the tazpayer. . W

13: % (b) LiMITATION ON ALLOWANCE~— .

11" from the. taxpayer, and any balance shall be. .refunded .

O

1% ¢ «* v (1) PERIOD OF LIMITATION.—No. such credit or
15:u - ‘refund shall be allowed or made after thvee years from .
168 . - the time the tazx was paid, unless before the expiration

17+ v+ of such period a claim therefor 18 filed by the tazpayer.

18 (2) LIMIT ON AMOUNT OF CREDIT. OR RE-

19: ... .FUND.~—The amount of the credit or refund shall not

20 .. - exceed the portion of thy taz paid during the three years.
21 . immediately preceding the filing of the claim, .or if na .

23 .- . claim was filed; then during the three years immediately

28. . . preceding the allowance of the credit or refund. . .

24 v (6] Errger of PETITION T0 BoARD.~If the Coms..

25 missioner has mailed to the taxpayer a notice of : deficiency

“
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. . sion of the Board which has become final; and -

\ under section 618(a) and if the taxpayer files a petition with
- the Board of Tax Appeals within the time presoribed-in such
- subsection, no credit or refund in respect of the taz for the
.. calendar year- in respect of which the Commissioner: hap
determined the deficiency shall be allowed or made and no
suit by the taxpayer for the recovery of any part of such
- 'taw shall be instituted in any court ezcept— -

(1) As to overpayments determined by . deci-

(2) As to any amount collected in excess. of an .

amount computed in accordance with the decision of |

. the Board which has become final; and .«
o (8) Asito any amount collected- after . the period

of limitation upon the beginning of distraint or a pro-,
ceeding in court for collection has expired; but in-any,
such claim for credit or refund or in any such suit for,,

. refund the decision of the Board which has become final; ;
- a8l whether such period has expired before. the notice,
..+, of. deficiency was mailed, shall be conclusive. . i

w(d) OveRPAYMENT FOUND. BY BOARD.—~If the.

Board finds that there is no deficiency and further. finds that.,

. the.taxpayer. has made.an pverpayment of taz in, respect of.

the tawable year in respect of which the Commissioner detery.

 mined. the deficiency, .the Board shall have jurisdigtion to .

determine the amount of such overpayment, and such amount
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shall, when the decision of the. Board has becoms . final, he
. credited. or vefunded to the tazpayer. -No such: credit of.

refund shull be made of any. portion of the. tax paid-mory

‘ than three-years befare the filing of .the clawn or the. filing

of thepetition, whichever is eariisr. L

SEC, 529. LAWS MADE APPLICABLE.. - .. = . .. N

Al administrative, special, or stamp provisions of law;
including the law relating to the assessment of taxes, so far
as applicable, are hereby extended to and made @ part of
this tide :

SEC. 530. RULES AND REGULATIONS. .

The Commissioner, with the approval of the Secretary, :

+ shall ‘preseribe and publish -all noedful rules. and regulations
“for the enforcement of this title. - e

SEC. 531. DERINITIONS.

For the purposes of this title—
"(a) CALENDAR YBaR—The term “ calendar year”
includes only the calendar year 1932 and sucoceding calendar
years, and, in the case of the calendar year 1938; includes
only the portion of such year after the dats of the enactment -

" of this Aet. -
't (b) PRoPERTY WITHIN UNITED STATES ~Slock in a-
 domestic corporation ouwned and held by & nonvesident shall

be deemed property situated within the United States.

L ‘J“_%’. PO
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1 SEC. 532, SHORT TITLE, " -

© ® U & G B ® W

This title may be cited as the “ Gift Tax Aot of 1932 .

. TITLE IV~~MANUFACTURERS’ EXCISE TAX

SEC. 60). EXCISE TAXES ON CERTAIN ARTICLES. - b

(a) In addition to any other tax or duly imposed by

law; there shall be imposed: d tax 48 provided in subsection
v(c) on every article imported into the Uniled States.
«-(b) The tax imposed under: subsection (a) shall:be

-9 levied, -assessed, collected, and paid in the same manner as

16
11

-

12
19
EYRe

“-a duly imposed by the Tariff Aot of 1930, and shalbbe
- treated for the purposes of -all provisions-of law relafihg
lo the customs revenue as a duty imposed by such Act, extdpt

- (1) the value on which such taz shall be based
.. shall be the sum of (A) the dutiable: value (under

section. 503 of .such Act) of the article, plus (B):the

- oustoms duties, if any, imposed thereon under any provi-

v siomoflawy . T o

(2) for the purposes of section: 489 of such Act
(relating lo-additional duties in certain cases of undér-
valuation) such tax shall mot be .coksidered. anitd

"+ valorém raté of duly or & duty based upon or regulated
" i any manner by the value of the avticlé’ and for the
** purposes: of . section 336 of such Act (tho so-called fiée-

N ORI e
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1 ible tariff provision) such tax shall-no-be. considercll «
QN dislyy Y o e T
g - (8) such .tax -shali’ not. be* imposéd. upon any
4 article imported prior. o the date.on which this title
B takae)fecl, T SRR
B . (4) no: drawback of such tax - (except tax paid
7 - 'upon: the importation of an article: described -in Sub-
o8 ... . section (c).(4)) shall be allowed under section 313(a),
@ . (b), or (f) of the Tariff et of 193b or any provision -
10 of law’allo;ving a drawback of customs duties on artioles
11 - manufactured or produced .’_with the use of:duty-paid
*12 materi.als,; T R
13 (5) such tax shall be imposed in full notwithstand-
‘14 - . ing any provision of. law or trealy granting exemption
15 > from or reduction. of duties to products of any possesgipn
16 .\ - of the United States or of any country.. . ol
17 - . (&) There is heveby impased upon the:fo'llowmg articles.

18 sold in the United States by the manufacturer-or produsér,

19 ¢ or imported into the United-Stales, o taz: at the rates heve-

© inafter set. forth to be paid by the manufaatumr, producer,

81 -or importer: - B B AP VI PTA TR

22 (1) Lubricating oils; of the grades designated fat
«@23+" o the time of the enactment’ of this-Aet). by Society;of
24 1. - Automotive ‘Engimﬁb"' viscosibty -numbers; 20 to 70,
25

inclusive, 4 cents a gallon.

LT A reeeg A by e
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1 () Brewer's wort,) liquid malt,: malt. syrup, and
2.0 omalt extract, fluid, solid,’ or-condensed: (inless sold. to
8 - . @ baker for use in baking or.to a manufacturer: of
- 4~ - . -malted milk or medicinal.products‘for use in'the manu-
5 ' facture of such products), if contatning less than 15
w6 o per centum of solids by weight, 5\ cents.a. gallony if
70 v containing 15 per centum or more Of solids by weight,
B . 85 centsa gallon. - v
cBuad v wy (8) Grape syrup,. grape. concentrate, and- evapo-
10 3+ ratéd grape juice, if containing more than.35. per. centum
“dd - of qugars by weight and: not. containing : preservative
12 sufficient to prevent fermentation when diluted, 40 per
13 centum of the price for which sold. on in.the case. of
g - o such: artioles: imported into. the: Uniled. States, 40 per
15 . centum ad valorem. . ..o wew a0
46 i (4) Orude petroleum, . fugl odl derived from petro-
17+ . leum, gas oil derived from. petroleum, and-gasoline, 1
18 cent @ gallon; but the taz on-the articles desoribed in
19 this paragraph shell .apply: only with respect- to- the
B0 .-+ «importation. of such: artiles... oY e
9f . . (6) That. an. eatiss taw. shail - be, levied, . collegted
99 0 B dﬂdvpazdmim-thexhﬂmmfmrdesmd articles when
wag 0o imported, from any foreign. country into. the. United
@4 oo States upon. coal. (anthragite; or bitummaus), aolceg or
9§ .+ voak or ooke briquettes, 10 cents per one hundred, pounds.
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.l SEG. 603. TAX ON TOILET PREPARATIONS, ETC. i
ot @4 o There-i8 -hereby imposed upon the jollowing articles,
1.8 sold by the manufacturer, producer, . or ‘wmperter, a lox
+ 4 equivalent to 10 per-centum of the price. for-which so sald:
('B .. Perfumes, ease;wes,,'ea:tracts; toilet u.;aters,voosrngtics, pelro-
i 6 leum jellies, hair oils, pomades, hair dressings, hair restora-
AT - tives, hair dyes, tooth and.-mouth washes, dentifrices, tooth
8 pastes, aromatic cachous, toilet sbaps;. tovlet powders, and any
-9 similar substance, -article, or preparation, by whatsoever

BE T ey A

SR,

10 -name known or distinguished; any of the above which ‘are

v11. - used or applied or intended to be used. or. applied for toilet

4\'13“"': SEC. 603, TAX ON FURSX‘ ‘ . U O P S e

————
———

g4 "% .. There is hereby imposed upon the following articles, sold
15 by the manufacturer, producer, or z'mpoﬂér; a taw equivalent
16 . to10 per centum of the price for which so sold: Articles made
! 17%:, of fur on the hide or-pelt or of which any such fur s the
.18 - -component material of chief value.
19 - SEC. 604. TAX ON JEWEI.RY, KTC. Con ¥
20 There is hereby imposed wpon the following articles, sold
* 817 by the manufacturer; producer, or importer, a tax equivajent
- 99 to 10 per centum of the price-for which so sold: All articles
L 94 \commonly o' commercially known as. jewelry; . whether real
04 or - imitation; pearls, preciows and semiprecios stones, and
9B imitations thereof ; articles maide: of; ‘or- ornamented, mounded



o
» i1 wor! fitted with, \précions mitals ot imitations theveof . or ivory
i @ mot snoluding eurgioal -insiruikents) i watchesy' clocks; operu
40l g v st ol gl g
o de vibihocularsy o fia - B e
w8 SBC: 605) TAX ON AUTOMOBILES, ETQ. s Va0
il e e Bhere is v hereby. imposeld «upon the . following - articles
-5 T sold-by.:‘the - ‘manufacturer,  produter,’ or.-importer,. o lax
118 equivalent ta.the: following percentages of. the: price for which
WwOteg gpldarive Loy W o e wibede g )
10 -, esfa - dubomobile . truck - chassis and.! automobile tryck
W1k v bodies: (mvludmy 1en botls: cases ‘parts or . accessaries  therefor
12 . sold on o1-in Sonnegtion: Yherewith-or with- the- sale thereof)),
w18 1.9 percontum.. 4 sale-of an awiomobile trick- shall,: for. the
i “puyposes of this subseotion, be\considered fo: be -a. 8ale of fhe
4B - chizssis \and oftlwbodymwwwm I N Y
30 4 k(b pQthent automobile \chaseis -gnd, bodies . and: matqr-
17 oycles" (including-imicaok oase’ pavis. or ackessories. therefor
18  sold on or in connection therewith 'or-with the sale thereaf),
19 except tractors, 3 per centum. .« A sale of o automebile shal,
8301\ fom:the: prirpoes - of, \this- subsection; be- considéred to tgca
B v sale'of the chassis-and of, the body e A4 Wb L. e
92 o Voiftg) Parte or bocessorids: for amy\ of. the' articles eyy-
23w hverated ih wdbseetion (@) or(b), 1. per centuin, For:the
24 purposes of this subsection and subsections (a) and (%),
\ 25 spark plugs, storage batieries, leaf springs, coils, timers,

G N A TR TR B O B PR AL R SR S Bt T R g P,
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e lives, inmer tubes, and live thains, which.dre suitable for huse
Cla o or in: eomnection with, br.as component parts of, any: of
vy the -avticles enumerated in.subsection: (a). or (b), ‘shall; be

5 considered pm:tu or accessories for such articles,- whethes: or
5 not primarily ‘adapted for. suchvuse. - This \subsection shall
~ '@ not-apply-to chassis or bodies. for automobile irticks or other

g auiomobiles.v - Under requlations presoribed by. the. Cominis-
g sioner; with the approval of the Seoretary, the law under this

g subsection shall not apply in the case of sales. of parts:or

10 accessories by -the manitfacturer, producer; or importer loia
1] - ~manufacturer or producer of.any of the articles enwumerdled
13- i subscckion’ (a).or.(b). “If dany such paris or accessories
713 are resold by such vendee. otherwise than om:or in connection
14 with,:or with the:sale of, an.article: enumerated in subsection

15 (a) or (b) and manufactured or.produced by suck. vendee,

1@ - then for'the purposes of this section. the. vendes shall be ¢on-
w17 'sidered - the manufactﬁreﬁ vr producer. of . the - parts’ or
18 - accessories so resold.' Gy .. o
‘19~ 'SEC.-606. TAX'ON BOATS.. ... .. . ... - . i
20 ‘- There is hereby impased: upon. the. follounng articles,

91 sold by the manufacturer,. producer,- or .imporier, a tax

‘89 - equivaleni to 10 per-centum -of - the: price for whick so sold:
198 Yachtssand. motor. boats nat. dezigned for frads, fishing, -or

!4

-‘\“’ 3 Lo vt ' :\‘ i Al
fo

\ 3 a1 \ A 1 3 ' v fed

5 e R ke Tar e 2 EE 12 SN
AR TN .Lﬁfj’ﬁ.' e A e

¥y

FET

v



v national. deferme;: and: pleasure . boals and pleasure canoeg if
v govsold formore than $15, Lo vy o e @
'\ 9. SEC. 607, TAX ON RADIO REGEIVING SE¥S, ETC.-\" "~ §
g Thve Vg hereby  tmposed - upon- the - following - artigles,
- g 100ld by the: manufacturer, producer, -or- #mporter, @ Jax
Q.. equivelent o5 per. centum' of the: price: fur which: so sbld:
i 7-+Chagsis, ‘cabinets, tubes, reproducing units, power -packs, gnd
«) 8.+, phonograph mechanisms, suitable for:use in connection @ith
9. 0r as part of radio receiving sets or combinatim radio and
10 - phonograph: sets (including in each case parts or ‘accessories
11, therefor sold -ow or in connection therewith or with: the sdle
A2+ thereof ), and-records for phunographs.. A sale of any two
W13 on'more of the: above articles shall," for the purpost ‘of this
+ 14 - seotion; be considered i sdle of eack separately. - v el
1D, ‘SEC. 608.- TAX ON MECHANICAL REFRIGERATDRS. -+ i}
1w A There is hereby imposed upon the following articles, sold
‘- v by the manufuctuter, producer, vr importer; a tus equivalént
(8 to 5 per centum of the price foriokich $5°sgld} >+ A1
A9 e (af Houséhold type refvigeritors'(for single or mulbiple
20+ cabines, installations ) operated-with “electricity, gas, kerodéhe,
V81 oriother mears"(inoudin parts or-dcbessories thevefor dld
23 - on'op-in conngction therewith or with the: sale thereof). =S
W28 o - (b)Cabinets; cumpressors, contdensers, expansion ufils,
34 Viabsorbérs, and dontiols' (Rereinafter rferred to'ab " refrijér-

i sk e b T SR TP S . s
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awr components ") for, or suitable for use as part of or with,
any of the articles enumerated in subsechion (a) (including in

each case parts or accessories for suck refrigerator components

-sold on or in conneclion therewith or with the sale thereof)

except when sold as component parts of completed refriger-
alors or refrigeration or cooling apparatus. Undsr regula-
tions prescribed by the Commissioner, with the approval of
the Secretary, the tax under this subsection shall not apply in
the case of sales of any such refrigerator components by the

manufacturer, producer, or imporler lo a manufacturer or

. producer of refrigerators or refrigerating or cooling appa-

ratus. If any such refrigerator eomponents are resold by
such vendee otherwise than on or in connection with, or with
the sale of, refrigeradors or refrigerating or cooling apparatus,
manufactured or produced by such vendee, then for the pur-
poses of this section the vendee shall be considered the manu-
facturer or producer of the refrigerator Wnents 80 resold.

| SEC. 609. TAX ON SPORTING GOOLS.

There is hereby imposed upan the following articles,
sold by the manufacturer, producer, or wmporter, a tax
equivalent to 10 per centum of the price for which so sold:
Tenns rackels, nets, racket covers and presses, skates, snow-

shoes, skis, toboggans, cance paddles and cushions, polo mal-

lets, baseball bats, gloves, masks, protectors, shoes and uni-

forms, football helmets, harness and gbals,' basket-ball goals
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and uniforms, golf bags and clubs, lacrosse sticks, balls of
.. all kinds, tncluding baseballs, footballs, tennis, golf, lacrosse,
billiard and pool balls, fishing rods and reels, billiard and
pool tables, chess and checker boards and pieces, dice, games
and parts of games (except playing cards and children’s
toys and games) ; and all similar artioles commonly or com:
mercially known as sporting goods. )

SEC. 610. TAX ON FIREARMS, SHELLS, AND CARTRIDGES. -

© @ = S O e O O

There i3 hereby imposed upon firearms, shells, and

[y
=)

cartridges, sold by the manufacturer, producer, or importer,

[oy
[

a tax equivalent to 10 per centum of the price for which so
sold.. The tax imposed by this section shall not apply (1) te!
articles sold for the use of the United States, any State;!

-k ek
B & N

Territory, or possession of the United States, any political i
1d  subdivision thereof, or the District of Columbia, or (2) to!
18 pistols and revolvers. g
17 sgc. en1. Tkx ON CAMERAS. v
“18 - There is hereby imboaed upon cameras, weighing not'
19 more than 100 pounds, and lenses for such cameras, sold bij'
20 the manufacturer, producer, or importer, a tax equivalent-
21 19 10 per centum of the price for which so sold. |
22  SEC. 612. TAX ON MATCHES. e
23 There 18 hereby imposed upon matches, sold by the

24 manufacturer, producer, or importer, a tax of 4 cents por’

20 1,000 matches.
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1 SEC. 613. TAX ON CANDY. .. o ]
2 There is hereby imposed upon.candy, sold by the manus
8 facturer, producer, or importer, a taz equivalent to 6 pee
& centum.of the price for which so sold.. =~ . .. &

‘ § SEC. 614 TAX O}V CHEWING GUM. \ G
6. There is hereby - imposed upon chewing gum or substis
T tutes therefor, sold by the manufacturer, producer, or. im¢
8 porter, a tar equivalent to 5 per centum of -the price for
9 - which so sold.

10 SEC. 615. TAX ON SOFT DRINKS.

11, (a) There is hereby imposed—

12 (1\ ) Upon all beverages derived wholly or in part:
13 from cereals or substitutes . therefor, containing less:
14 than one-half of 1 per centum of alcohol by volume,
15 - sold by the manufactyrer, producer, or importer, a
16 tax of 2 cents per gallon.

17 (2) Upon all unfermented fruit juices, in natural
18 . or slightly concenirated form, or. such fruit juices to' -
19 - . which sugar has been .added (as distinguished from
20 . fnished or fountain syrups), intended for consumption
o1 as beverages with the addition of water, or water .and -
22 sugar, and upon all imitations,of any such fruit juices, :

23 ... and upon all carbonated beverages, commonly known as
2y, «1, . 90ft drinks. (except those described in_paragraph (1) )y

25 manufactured, compounded, or mized, by the use of .con-
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" centrale, essence, or exiract, instead of a finished or

' fountain syrup, sold by the manufacturer, producer, or
importer, a tax of 2 cents per gallon. . ‘

(3) Upon all still drinks, containing less than one;

-half of 1 per centum of aleohol by volume, intended fop
consumplion as beverages in the form in- which. sold (exy

cept natural or artificial mineral and table waters ang

- imitations thereof, and pure apple cider), sold by the

manufacturer, producer, or importer, a tax of 2 centg
per gallon. " o n

(4) Upon all natural or artificial mineral waters )
or table waters, whether carbonated or mot, and al};
-imatations thereof, sold by the producer, bottler, or)
importer thereof, in bottles or other closed containers, af;
over 124 cents per gallon, a tax of 2 cents per gallon.

(5) Upon all finished or fountain syrups of the,
kinds used in manufacturing, compounding, or mizing,

drinks commonly known as soft drinks, sold by the,

- manufacturer, producer, or importer, a taz of 9 cents,

per gallon; except that in the case of any such syrupg..
intended to be used in the manufacture of carbonated.
beverages sold in bottles or other closed containers the..
-rate shall be 5 cents per gallon. Where any person

" conducting a soda.fountain, ice cream parlor, or other..

- gimilar. place. of business manufactures. any.syrups ofo
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1 - the kinds -desoribed in this pavagraph, there shall be
9 - - levied, - assessed, : collected,''and . paid - on: egeh gallon
8 manufactured and used.in the preparation. of soft drinks.
4 ataz of 9.conts per.gallon; and where my person manu;
§  [acturing carbonated beverages: manufactures’.and uses
6 any . sueh -sytups in the manufacture. of carbonated
) A | ‘beverages sold-in botiles.or vther closed: containers there
8§ - shall be levied, -assessed, colledled, and paid on each
9 . gallon of such syrups a taz of 5 cents per gallon. The
10 tazes imposed by this paragrapk shall.not-apply to
11 finished or fountain syrups sold for use in the manus:

18 ' faeture of a bevevage subject to tav wnder paragraph |

13 - (1) or (3), nor lo any article enumerated.in section : .
1; C60L(d)(8). o e H
1 ¢ (6) Upon all carbonic acid.gas sold by the manu- .
186 faoturer, producer, or importer, or by a dealer in such
17.3 . gas, to'a manufacturer of -any carbonated. beverages,
13.“' " or to amy person conducting a.soda fountain, ice cream |

19°  'parior, or othey similar place of business, and upon all
90 ' carbonic acid gas-used by the manufacturer, producer,:
91"~ ' or importer thereof in the preparation of soft drinks,:
29" - a'tax of 4 cents'per pound. - - !

28 -\ (b) Eack manufaciurer, producer, or importer of any
924 - 'of the articles enumerated-in subsection (a) und each persom.

95 who sells carbonic acid gas toa ‘manufacturer of earbonated -
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beverages or to a person conducting a soda fountain, ice

. .cream parlor, or other similar place- of business, shall make

monthly returns under oath in duplicate and pay the tax
imposed in respect of the arlicles enumerated in subsection
(a) to the collector for the dumtrict in which 18 located his
principal place of business, or, if he has no principal place
of business in the United States, then to the collector at

Baltimore, Maryland. Such returns shall contain such

- information and be made at such tanes and in such manner

as the Commissioner, with the. approval of the Secretary,

may by requlations prescribe. The tax shall, without assess-

. ment by the Commissioner or notice from the collector, be

. .due and payable to the collector at the time so fized for filing

‘the veturn. If the tax is not paid when due, there shall be

. added as part of the tax interest at the rate of 1 per centum

a month from the time the tax became due until paid.

(c) Each person requived to pay any tax imposed. by

18\ gubsection (a) shall procure and keep posted a certificate

.19
20
2L
\23

of vegistry in accordance with regulations to be prescribed

by .the - Commissioner, with the approval of the Secretary.

Any . person who fails to register or keep pasted any certifi-
\'cate. of reqistry in accordance with such vegulations, shall

28 \be subject to a-penalty of not more.than $1,000 for each such

B gffense. e L e L

H. R. 10236—-17



B N I

T X =3

10.
49

13

£19
1201
1.
22

968

\

.- SEC. 616. DEFINITION OF SALE. o e e

- For the purposes of this title, the lease of an article
shall be considered the sale of such article.
SEC. 617. RETAIL SALES.

1f anyy manufacturer, producer, or importer liable

~under this title for tax based on the price for which eny

“articles-are sold by him customarily sells such articles both

at wholesale und at retail, the tazx tn the case of any' article

“sold by him at retuil shall be computed on the price for which

like articles are sold by him at wholesale.

' SEC. '618. SALES FOR'LESS THAN FAIR MARKET PRICE.

¥ If any person sells an article o any person (otherwise

than through an arm’s-length transaction) at less than the

fair-market price, the tax under this title on the sale of such
- article shall- (if based on the price for which sold} be coth-

pited-on the fair market price of such article. .. - @

'SEC. '619: CONTRACTS PRIOR TO MARCH 1,.1982. -\ vl
“v o (a) If,(1) any person has, prior to March 1, 193R,

.made a bona fide contract with another person for the sdle,

‘after the -tat takes effect, 'of any: article. in respect: of ‘the

~sale of whick a tax is imposed under this title, or. in respéct

of which a taz s imposed under this. subsection, und {2)

33 \guch: contridet does ‘not- perimit the. adding to the amount té-de

24

paid under such contract, of the whole of such. tax, thenithe

Vioeoanuer
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vendee shall;: in liew:of the vendor, pay 90 -much of the tax
as 18 not 80 permilted to be. added to the contract price.
“\ (b)) The tazes payable by. the vendee shall be paid io
the vendor at the time the. sale i3 consummaied, .and shall be

collected, veturned, and paid to the United States by such

vendor in the same manner as provided in section 202..
SEC. 620. RETURN AND PAYMENT. OF MANUFACTURERS' TAXES.
- (a) Every. person liable for. any. tax imposed by this
title on sales by him (except tax under section 615,.relating
to tar on soft drinks) shall make monthly returns under

oath in duplicate and pay the taves. imposed by this title to

.the. collector for the. district in which i located his principul
- place of business or, if he has no principal place of business

in.the United Stales, then. lo the collector at. Baltimore, Mary-

land: Such returnsshail contain such. information. and be

made at such times and in such manner ag the. Commissioner,
with the approval of the Secretary, may by. vegulations

prescribe,t V¢ Ui U0 TN |

1950y (). The: ta:c' shall, without assessment by 'the Commis+

20 sioner or notice from the'collector, be due and payable to the
2 collector.:at the time so fived for filing she meturn. > If the
32 thg i8inot puid: ivhenv die;: thére shall be-added as part of the
23 tax intehest s the Yate: of 1 per centum a. month from the
24 . \imo when the-tag became dus uniil paid | ) ke
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9\ SEC. 681. APPLICABILITY OF ADMINISTRATIVE PROVISIONS:
2 Al provisions of law- (including penalties) applicable
"B \¥n_respectiof the-tazes imposed by section 600 of the Revenue
w4 odet of 1926 shall, in so far as applicable and not inconsistent
& with this’ Aet, be” applicable in respect of the tawes imposed

6 bythisditle, - - Do b
7.1 \SEC.'$22. RULES' AND RECULATIONS. .. - .

8" i The Commissioner, with the approval of the Secretary,
<9 shall prescribe and publish all needful rules and requlations
10 . for.the enforcement of this title.

11 \SEC. 623. EFFECTIVE DATE.:.

12 .. This title shall take effoct on the fifteenth day after the
13: -date. of the enactment of this Act,. except that section 622,

- 14 ‘belating to rules-and requlations, and this- section shall take

15 Vv.offect on the date of the enactment-of ‘this Act. No sale or
16 vimpontation after June 30, 1934, shall be tazable under
Wivildg tile. view s AL
18 TITLE V—MISCELLANEOUS TAXES -

19... Pare.\I-~Tas -on . Telegraph, Telephone, Radio, and Cable '
20 s, Vo s Pocilisies . L
21 \SEC.\701. IMPOSITION. = - . . o ,rg o -
22 . . (a) On and after the.fifteenth day after the date of

28 theenactment of \this Act, there shall bé imposed~~"

24 (1) in.the éase of each delegraph, telephone, oable, br
25 radio dispatch, message, or conversation, which originates
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- on or after suck: date and before July 1,1934,; within the
“United States, and for the transmission of which the charge
.18 more: than 30.cents and.less. than 50 cents, a, tax of

5 cents; and if the charga is 50 cents or more, a. taz of
10 cents; but only one payment of such ta. hall be
required, . notwiths.anding ithe: lines., an dlations ,ef onp
or mora persons. are used for the transmission of such
dispatoli, messago, ar_conversation; and cae Y

(2) a tag equivalent t¢ 10 per.centum of the
amount paid on or after the fifteenth day after. the date

. of the enactment of this Act to anmy telegraph on
. telephone company for any leased wire,or talking ciruit
* special service furnished on. or-after such. date. and
. before Jﬂy 1, 1934. This paragraph, shall,nat apply,

to the amount paid for: so much .of such. service. as i3

" utilized in the conduct, by a common carrier or'lq(eghom_
- or telegraph'companyuor radio broadcasting shatgon
18000 s ‘
19 o

network; of its business as such.. ... ... o A1

= (b) No tav-shall- be. imposed. unden. this. sectian; upon

20 any payment received for services or facilities Furnished oo:
21 Yhe United States or to any State. or ATe;rrim',_r,qr politicgl:
22 subdivision thereof,: or the. District: of :Columbia,. oy, upon:
28\ dny-paymend) recéived  from. any: person -for . serviges or:
24: facilities utilised ih the' collection.of meis far.the. public, press:
20, orin 'the dissemination: of news through the public, press, if:

L , . . ,
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- e changs\for such services-or facilities i billed in writiny
v do lich person. - Fhe vight \lo- évemption vnder: this subsed-

“ton shall-be evidéhced' in such manner- a' the: Commissionéy
with. the" approval--of \ the--Secretary mdy' by requlation
p?‘escnbe" [ T S N S PR TR R 1 é
* 8EC. 702} RETURNS 'AND PAYMENT OF TAX." W " 8
v(a) “The' taxes imposed by section 701 shall be paid by
the person payfing for the ‘Services or faeilities \ -+ ¥

L v (5) Edch persdn ‘receiving any payrnents specified in
" gection 701 ‘shall collect the amount of the tax imposed bif

such " section from the person making such payments, and

" shall on or before the last day of each month-makeé a relurn,
" under ‘oath, for the preceding month, and pay the lazes sd
" collectéd, to the collector of the district in which' his prind
" cipal place of business is located, or.if he hasno principal

‘place of business in the United States, to -the: collector at
* Baltimore;" Maryland. Sﬁcb- returns -shall contain suck

information and be'made in suchimanner;as the Commiss
" sioner with'the approval of the Secretary. may by regulation
prem‘ibe R T I TR PR SRR

N (o) The  thie  shall, “ without assessment.; by, the \Coms:
‘missioner' ov nobice fromi the collector, be. due and payable t6:

“the’ collector ut- the, time: fized for filing the return., If the

"tz i not paid when due; there-shall be ‘addid as, part, of thé
 taz. infovest 4t the'rale of 1 pen.centum @ month;;rom thé:

time the taz became due until paid.
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1 (d) The: provisions - (indluding penalties) of section
9 1114 of the Revenue Act of 1926 ‘shall-be applicable with
8- wespect-to the tap imposed by section 701. '\
4 SEC.'705. REFUNDS AND CREDITS. . - B
&1+t v(a) No eredit or refund of any tax' imposed by section
8701 shall be made unless the:person who paid the taz to
Toithe United States shall establish,to:the sabisfaction of the
8t Commissioner, under such regulations as the Commissioner
9 with the approval of the Secretary may prescribe, that he has
10 - repaid the amount of such tax to the person from whom he
11 collected -it, or obtained the oonsent of such person to the
19 +:: allowance -of such. credit or refund.
18: < - «fb) Any person entitled to refund of tax under section'
14:::-702 paid by him to the United States may take credit there-
15 for against tazes due u;fon"’any monthly return. - - .
1651 -itsiv(¢)  Any person making a refund of any payment on
194 - which 4ax undersevtion 701 has been: collecled, may repay
18 ‘theﬁcwith'ihesdmbuntfof tax collected on such payment, and’
19: !the amount of -lax so vepaid may be credited against the tax
20 under any subsequent return under section 702, .-
21 8EC) 704, REGULATIONS. . - _
221 v - The Commissioner, with the approval. of the Secretary,”
28 ishall presoribe and publish all- needful rules and: regulations
24 for the enforcement of this part. S

AN \ui\h'v\\‘-‘\',- th ,"-n-:r,’-,_n\ R AT B L A A S S e E R FE N O
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1.
9 SEC. 711, ADMISSIONS TAX. " ' - = + - i
3 (a) Paragraph (1) of section 500(a) of the Revenue
4 Act of 1926, as amended, is amended to read as follows: |
5 “{1)--A tax of 1 cent for each 10 cents or fraction
¢ .- thereof of the amount paid for admission to any place,
7 inclading admission by season ticket or subscription,
8 . i to be paid by the person payiug for such admission;
9 . except that in,case the amount paid for admission is
10 $3 or less; less than 46 cents, no tax shall be impesed;
1t . end exeept that in ease of admission to o prise fight;
12 or boxing; sparring; or other pugiliste mateh or exhibi-
13 tion; for whieh the amount paid for admission is $5 or
14 . more; the tax sholl be 35 per eentum of sueh amounts.
15 Provided;. Fhat an equivalont tax shall be eollected
16. - eﬂ a&&eeereempluuﬂwafyhekm oF adminsions |
IT - v bo ueh prise fight; ‘of, boxing; operving .en etheri
18 pugitistio sntck oF cxbibition and. the iax. shall be on!
19 .. the simennt. for. which o similer seat er box is sold at:
20 the setd mateh or exhibition imposed. - In the euse of
persons (except bona fide ensployees, municipal officers:
22 - on official business, and children under.12 years of age)::
28 . admitied. frec or al reduced rates to any place at-a time:
24 when and under circumslances under which an admis-.
25 sion charge is made to other persons, an equivalent tax

264
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i shali be collected based on the price so charged to such

other pevsons for the sume or similar accommodations,

to be paid by the person so admitled. Amounts paid

for admission. by season ticket or subscription shall be

exempt only if the amount which would be charged
-t the holder or subscriber for a single admission is $3
on less: less than 46 cenis; ”

(b) Paragraph (2) of section 500(a) of the Revenue
Act of 1926, as amended, is amended to read as follows:

“(2) Upon tickets or cards of admission to:

- theaters, operas, and other places of amusement, sold-

at news stands, hotels, and places other than the ticket

- offices of such theaters, operas, or other places of -

amusement, at nob to exeeed 75 eents o price in excess

of the sum of the established price therefor at such

. ticket offices plus the amount of any tax imposed under
'paragmph (1), a tax equivalent to & per centun 10
j per centum of the amount of such excess; and i cold
H*;;ﬂfetmeretvhaﬂ%eentsmexeessefthesﬂmefsueh
uﬂde! p&mgwph {1)5 & tax equivalent to 6O per
. eentum of the whole amount of such exeess; such taxes
" laz to be féiuméd and paiil, in the manuer and subject

"to the interest provided in section 502, by the person

selling such tickets; ”
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(¢) Section 500 of the Revenue Act of 1926, as
amended, 1s amended by adding at the end thereof the
follownng subdivision :

“(e) The exemption from tax provided by subdivision
(b)(1)(A) shall not be alloced in the case of admissions
-to wrestling mﬁtclws, prize fights, or boxing, sparring, or
other pugilistic matches or cxhibitions. The exemption from
taz provided by subdivision (b)(1) shall not be allowed in
the case of admissions to any athletic game or exhibition the
proceeds of which inure wholly vr partly to the benefit of
any college or unwersity (including any academy of the

mililary or naval forces of the United States).”
Note.~—Section 500(b) (1) of the Revenue Act of 1926, referred to in the.

above amendment, reads as follows:

(b) No tax shall be levied under this title in respect of—

(1) Any admissions all the proceeds of which inure (A) exclusively
to the benefit of religious, educational, or charitable institutions, societies,
or organizations, societies for the prevention of cruelty to children or
animals, or socielies or organizations conducted for the sole purpose of
maintaining symphony orchestras and receiving substantial support from
voluntary contributions, or of improving any city, town, village, or other

" mumclpahty or of mmntmmnf’ a cooperative or commumty center mov--

ing-picture theater—if no part of the net earnings thereof inures to the
benefit of any private stockholder or individual; or (B) exclusively to the
benefit of persons in the military or naval forces of the United States; or
(C) exclusively to the benefit of persons who have served in such forces;
and are in need; or (D) exclusively to the benefit of National Guard
organizations, Reserve Officers’ associations or organizations, posts or.
organizations of war veterans, or auxiliary units or societies of any such

posts or organmatzons, if such posts, orgnmzatlons, umts, or socletles are
“organized in the United States or any of its possessions, and if no part’

of their net earnings inures to the benefit of any private stockholder or

“individual; or (E) exclusively to the benefit of members of the police -

or fire dopartmonl of any city, town, village, or other mumcxpahty, or the

" dependents or heirs of such members; or

R
IR
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-1 i (d) Subsections(a)oand (c): shall: take.éffect on the
21 fifteenth day after the date of -the enuctment of : this-Aet.
'8 ot e Eifective July 1,-1934, section 500(a)(1) of the

-4\ Revente Aot of 1926, as amended by subsection (). of this

-Bishsection, . is amended by -striking out “less than 46 cents”

“6Yawvherever appearing in such pavagraph, and inserting in lieu

T cthorcof “ 83 om less T L

.
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S ves - Pare IHI—Stamp Taxes .
SEC. 721. STAMP TAX.ON ISSUES OF BONDS, ETC. .\ 11"
(@) Subdivision 1 of Schedule A of Title VIII of
the Revenue Act of 1926 is amended by striking out “5
~ents " and inserting in lieu thereof “* 10 cents”.. -

“ (b) Subsection-(a): shall take effect on the 15th day
after the date of the enactment of this Act. = .« - i
iife) Bffective July 1, 1984, such subdivision 1, as

amended by subsection: («) uf this section, is amended byj

striking - cout 3510 dents” . and - inserting vin liew: theredf

“a cents”, G pag gl
SEC. 722 STAMP TAX ON ISSUES OF STOCK, ETC. 0

Revenue Aot of 1986 i3.amended to read as follows: . ¢
“2. Capital stock (and similar.interests); issue: O

-~ eaeh original \issue, ‘whether on-orgai-ation or'reorganizss:

tion, of Shiwes'or certificates *of - stock; " or: of \ profits:
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or of interest in property or accumaulations, by any cor-
poration, or by any investment trust or similar organization
f(or by any person on behalf of such investment trust or
similar organization) holding or dealing in any of the instru~
ments mentioned or described in this subdivision or subdivi-
sion 1 (whether or nol such investment trust or similer
organization constitules a corporation within the meaning
of this Act), on each $100 of par or face value or fraction
thereof, & eents 10 -cents: Provided, That where & eertifieate
0 such shares or certificates are issued without par or face
value, the tax shall be & eents 10 cents per share (corporate
share, or investment trust or other organization share, as the
case may be), unless the actual value is in excess of $100 per
share, in which case the tax shall be & eents 10 cents on each
$100 of actual value or fraction thereof, or unless the actual
value is less than $100 per share, in which case the tax
shall be + eent 2 cents on each $20 of actual value, or frac-
tion thereof.

“The stamps representing the tax imposed by this

‘subdivision shall be attached to the stock books or corre-

sponding records of the organization and not to the

. certificates issued.”

- (b) Subsection (a) shall take effect on the fifteenth

- day after the date of the enactment of this Act.
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- c) Effective July 1, 1934, such .subdivision 2, ius

~umended by subseotion (@) of this section, is amended by

striking out “ 10 cents” wherever appearing in such sul-
division and inserting in liew thereof “5 cents”, and by
striking out “2 cents” and inserting in liew thereof 1
cent’”,
SEC. 723. STAMP TAX ON TRANSFER OF STOCKS, ETC. -

(a) Subdivision 3 of Schedule A of Title VIIL of the
Revenue Act of 1926 is amended o read as follows:

“8. Capital stock (and similar interests), sales or
transfers: On all sales, or agreements to sell, or memo-

randa of sales or deliveries of, or transfers of legal title to

" shages or eertifientes of slock or of profits or of interest in

. preporty or aconmulobions in &y corperetion; any of the
- shares or certificates mentioned or desoribed in subdivision 2,

or to rights to subscribe for or to receive such shares -or

- oertificates, whether made upon or shown by the books .of
~the .corporation.or other organization, or by Any: assignment
~ in blank, or.by any delivery, or by auy paper or agreement

- or, memorandum or other evidence of transfer or- sale;

whether salp (whether entitling the holder in any manner
to the benefit of such steek share, certificate, interest, or

.xights, or me$ not), on -each $100 of par or face value or
. fraction thereof, 3 .eents 4 cents, and where: such shares or

' .
IH o . SR i,
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-1 . certificales. ure’ without par\or fate valuey tha tax shall be
.2 B eents 4 cenis on the transfer or'sale' or agreement to sell
8. on each share (corporate share, or. investment trust.or other

4 ' organization share, a8 the.case maif be): Provided, That iin

5 mo,case shall.the tax imposed by this subdivision be less than

6 one-fourth of 1 per centum of the selling price, if aiy, of such

T shares, : certificates; or rights:: Provided \further, That it Jis
.8 .not intended by this title to impose a tax upon an agreement

9 evidencing a-deposit- of certificates as collateral. security for
10 . money loaned thereon, which . certificates. are ‘not actually
11 ¢ sold, nor- upon the.delivery: or transfer: for isuch- purpose of
12 - certificates so .deposited;nor upoi .mere loans.of bioele nor
43 :.-upon the return;of stock de.doaned :: Provided: further, That
14 ‘the tax.shall not be-imposed upon.deliveries or. transfers to
158 broker..for .5ale, ‘nor upon.deliveries;ior. transfers - by a
16 - brokey-to 8 dustomer -for whom: and -upon. whose..order he
17.4ba¢ purchasedsime, but, such.-delivéries. or- trarisfers. shall
18 .: bei. agcompanied by a "certificata: setting::forth  the  facts®
19,::; Provided. further; That:in case:of sale where the evidence
90.- of transfer. is :shown- only by :the books:of:the: corporation
21Li.0n othgr drganization: the stamp. shall :be placed upon such
22 . books; and where the change.of iownership:is: by transfer .of
28 4, the certificate;the:stamp-shall:be placed upen the certificate;
24 -.and. ii-cases of ah agreemeiit to.selk:op whete.the transfer
25 is by delivery of the certificate assigned in blank there shall
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. be made and delivered by the seller to'the buyer a bill:or

memorandum of such sale, to which the stamp shall be

-affixed; and every bill or memorandum of ssle or agreement

~to- sell before mentioned shall show the date thereof, the

name of the seller, the amount of the sale, and the matter

~or.thing to which it refers. Any person liable to pay the

. tax.as herein provided, or anyone who acts in the matter
. a8 .agent or broker for such person, who makes any such

. gale, or who in pursuance of any such sale delivers any

certificate or evidence of the sale of any stock, share, interest

. or.rigut, or bill or memorandum thereof, as herein required,

. ~without. having the proper stamps affixed. thereto, with

.intent to evade the. foregoing provisions, shall be. deemed

., guilty .of & misdemeanor, and upon conviction thereof shall

- pay 8 fine of not exceeding $1,000, or be imprisoned not

b
.:'.,\ TR K

w i (0) The tax, provided for in subsection,(a) shall ;be

moye than six months, or both.” ..

. imposed on all sales, agreements to sell, and/or memoranda of

sale, or delivery . consummated ontively within. the. United
. States or between citizens or vesidents of the United States;
and in addition, such tax shall also be imposed upon the

seller. or transferor resident in or a citizen of the United

23\, States when, the buyer or transferee is not a citizen.or resident
-24:...of the United States. When the seller or transferor 15 not a
. oMizen or resident of the United States and does not pay the

2D
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. taz imposed by subsection (a), the buyer,:if a citizen or
 resident of the United. States, shall be liable for sthe full
.amount of suoh taz subject to the provisos’ and penalties set
forth under subsection -(a). A ‘resident or.citizen of the
- United States, acting through a broker or agent abroad, shall
“be liable for the full amount of the tax provided in subsection
:*‘.(a) as though buying, selling, receiving, or transferring with-

- out the intervention of such broker or agent. : A broker-or

agent resident in or a citizen of the United: States’shall ‘be

“liable for the full amount of the tax: provided in, subseotion (a)

notwithstanding that his principal is or may be a resident!ar

citizen of a foreign country. In all cuses wheré sales or

' transfers of stock-tazable under subsection (a) are -consum-
- mated through dummics or by ruse or device designed to evade

the tox provided in subsection (a), the: parties"shall ba liable

for the full amount of the tax ‘as though suck duntmies, ruse,

“or device were not: employed, provided that nothing in this

sentence shall be construed . lo -velieve the parties from the

operation of the penalties provided - under siubsection (a).
(c) Subsection (a) shall take effect on the fifteenth day

after the date of the enactment of this Aet.: ~ "+~ 1o
(d) Effective July 1, 1934, such subdivision 3,.4as

amended by subsection ‘(a) of this section; 'is* amended : by

- striking out “ 4 cents” wherever -appearing in swch- subidi-

vision and inserting in lie thereof * 2 cents ™, and by strik-
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ing out the following: ““ in no case shall the tax imposed by

-thig subdivision be less than one-fourth of 1 per centum of the

selling price, if any, of such shares, certificates, or rights:
Provided further, That”.
SEC. 724, STAMP TAX ON TRANSFER OF BONDS, ETC.,

(a) Schedule A of Title VIII of the Revenue Act of
1926 is amended by adding at the end thereof a new subdi-
vision to read as follows:

“9. Bonds, etc., sales or transfers: On all sales, or

agreements to sell, or memoranda of sales or deliveries of,

or transfers of legal title to any of the instruments mentioned
or described in subdivision 1, whether made by any assign-

ment in blank or by any delivery, or by any paﬁer or agree-

" ment or memorandum or other evidence of transfer or sale

* (whether entitling the holder in any manner to the benefit of

such instrument or not), on each $100 of face value or frac-
tion thereof, 2 cents: Provided, That in no case shall the iax

imposed by this subdivision be less than one-eighth of 1 per

“centum of the selling price, if any, of such instrument:

Provided further, That it is not intended by this title to
impose a ¥z upon an agresment evidencing o deposit of
instraments as collateral secuii¥y for money loaned therem,

which instruments are not actually sold, nor upon the delivety
H.R. 10236——18
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‘or transfer ‘for such purpose of instruments'so deposited:
. Provided further, That the tax shall not be imposed upon

" deliveries or transfers lo a broker for sale, nor upon delivei-

ies or transfers by a broker to a customer for whom and upon

whose order he has purchased same, but such deliveries or

"transfers shall be accompanied by a certificate setting forth

' the facts: Provided further, That where the change of own-

ership is by transfer of the insirument the stamp shall be

placed upon the instrument; and in cases of an agreement

to sell or where the transfer is by delivery of the instrument’
assigned in blank there shall be made and delivered by the
seller to the buyer a bill or memorandum of ‘such sale, 1o

which the stamp shall be affived; ond every bill or memo-

. randum of sale or agreement to sell before mentioned shall

15 -

show the date thereof, the name of the seller, the amount of

‘the sale, and the matter or thing to which it refers. Any

person liable to pay the tax as herein provided, or anyone
who acts’in the matter as agent or broker for such person,
who makes any such sale, or who in pursuance of any such
sale delivers any certificate or evidence of the sale of any’
such instrument, or bill:or memorandum thereof, as heréth

required, without having the proper stumps affized therets,:

% * ‘with intent to evade the foregoing provisions, shall be deeméd:

guilty of a misdemeanor, and upon conviction thereof shall
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. pay a fine of not exceeding $1,000, or be imprisoned not

more than siz months, or both.”
(b) Subsection (a) shall take effect on the 15th day
after the date of the enactment of this Ast. _
(¢) Subdivision 9 of Schedule A of Tile VIII of the
Revenue Act of 1926, added to such schedule by subsection

‘(@) of this section, s repealed effective July 1, 1934.

SEC. 725. STAMP TAX ON CONVEYANCES.

Schedule A of Title VIII of the Revenue Act of 1926
is amended by adding at the end thereof a new subdivision to
read as follows: ' S

“8. Conveyances: Deed, instrument, or writing, deliv-
ered on or after the 15th day after the date of the enactment
of the Bevenue .Ict of 1932 and before July 1, 1934, where-

by any lands, tenements, or other realty sold shall be granted,‘

assigned, transferred, or otherwise conveyed to, or vested

- in, the purchaser or purchasers, or any other person or

persons, by his, her, or their direction, when the considerad-
tion or value of the interest or property conveyed, exclusive

of the value of any lien or encumbrdnce remaining thereon

. at the time of sale, exceeds $100.and does not exceed $500,

50 cents; and for each additional $500'or fractional purt

thereof,- 50 cents. ~This subdivision shall not apply to dny

insirument or writing given to secure-a.debt.”.... . - P
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SEC. 726. STAMP TAX ON SALES OF PRODUCE FOR FUTURE
DELIVERY. |

(a) Subdivision 4 of Schedule 4 of Title VIII of the
Revenue Act of 1926 is amended by striking out “ 1 cent”
wherever appearing in such subdivision, and inserting in
liew thereof “ & conts ™.

(b) Subsection (a) shall take effect on the fifteenth day
after the date of the enactment of this Act.

(c) Effective July 1, 1934, such subdivision 4, as
amended by subsection (a) of this section, is amended by
striking out “5 cents” wherever appearing in such sub-
division and inserting in liew thereof * 1 cent”.

Part IV—Tax on Transportation of Oil by Pipe Line
SEC. 731. TAX ON TRANSPORTATION OF OIL BY PIPE LINE.

(a) There is hereby imposed upon all transportation of
oil by pipe line originating on or after the fifteenth day after
the date of the enactnent of this Act and before July 1,
1934

(1) A tax equivalent to 8 per centum of the
amount paid on or after the fifteenth day after the
date of the énactment of this Act for‘é\iéh lf"ansport’d-‘:
tion, to be Yaid "I)g/"thé"‘berson paying for such transpor-
tation and to be collected by the person furnishing such
transportation.



o

1. (2) In case no charge for transportation i3 made,
p) either by reqson of ownership of the commodity trans-
3 ported or for gny other reason, a tax equivalent to 8
4 per centum of the fair charge for such transportation,
5 to be paid by the person furnishing such transportation.
6 (3) If (other than in the case of an arm’s length
7 transaction) the payment for transportation is less than
.8 the fair charge therefor, a tax equivalent to 8 per centum
9 of the difference between such fair charge and the
10 am?nmt paid for such transportation, to be paid by the
11 person furnishing such transportation. |
12 (b) For the purposes of this scction, the fair charge for
13  transportation shall be computed—
14 (1) from actual bona fide rates or tariffs, or
15 (2) if mo such rates or tariffs exist, then on the
16~ basis of the actual bona fide rates or tariffs of other
17 pipe lines for like services, as determined by the Com-
18 missioner, or
10 (3) if no such rates or tariffs exist, then on the
20 basis of a reasonable charge for such trawspprtation,
21 as defermined by the Commissigner. .
22 (¢} Every person collecting the tag zmposed under sub-

2 section (a) (1) and every person liable for the taz imposed
24 under subsection (a) (2) or (3) shall make monthly returns
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1 under oath in '}Iuplicate and pay such taxes to the collectrir

o for the district in which is located his principal place O:f

-

 business or, if( he has no principal place of business in the

e

4 United States, then to the collector at Baltimore, Maryland.

5 Such returns shall coztain such information and be made

T

6 at such times and in stuch manner as the Commissioner, with

 the approval of the Secretary, may by regulations prescribe.

K
8 (d) The tax shail, without assessment by the Com-
Y missioner or notice from the collector, be due and payable

10 to the collector at the time so lﬁwed for filing the return. If
11 the taz is not paid when due, there shall be added as part of
12" the tax interest at the rate of 1 per centum @ month from the
13 time when the tax became due until paid.

4 (¢) Any person making a vefund of any payment upen

15 which tax is collected under this section may repay therewith
16 the a1n6unt of the tax collected on such payment; and the
17 amount so repaid may be credited against amounts included
18 in any subsequent monthly return.

19 (f) The provisions (including penalties) of section
20 1114 of the Revenue Act of 1926 shall be applicable with
21 respect to the tawe's"iiﬁjfo&ed by this section.

29 (9) Thé Commissioner, with the approval of the Secre-
By tarq, shall prescribe and publish all needful rules and regula-

2% tions for the enforcement of this section.
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Part V—Tax on Leases of Safe Deposit Boxes
"'g SEC.74L TAX ON LEASES OF SAFE DEPOSIT BOXES,
3 ( a) There s hereby imposed a taz equivalent to 10

per centum of the amount collected on or after the 15th an

T

a 5 after the date of the enactment of this Act and before Iuly 1,
¢ 1934, for the use during such period of any safe deposzt
7 boz, such taz to be paid by the person collectmg such amount.
8 (b) For the purposes of this section any vaull, édfe,
9 boz, or other receptacle, of not more than 40 cubic feet capaéity,
10 used fbr the safekeeping or storage of jewel}'y, 'plate, money,
11 gpecie,vbullian, stocks, bonds, Asécvurities, baluable pdpers of
12 any kind, or other valuable personal property, shall be re-
13 garfled as a safe deposit boz.
14 (¢) Every person making any collections speciﬁed in
i l}’). subsection ( a) shall on or before the last day of each month
I make a return, under oaih, for the preceding month, and
17 pay the tax imposed by subsection (a), to the collector for
15 the dz"strict in which 18 located his principal place of business,
19 o, if he has no principal place of business in the United
20 States, then to the collector at Baltimore, Maryland Such
o1 returns shall contain such mformatwn and be made in such
99 manner as the Commissioner, with, the approval of the
"23' Secretaru may by regqulations prescribe.
94 | (d) The tax shall, without assessment by the Commis-

“'9¥+""sioner or notice from the collector, be due and payable to the
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collector at the time fixed for filing the return. If the tax is
not paid when due, there shall be added as part of the tax
interest at the rate of 1 per centum a inonth from the time
the tax became due until paid.

(¢) The provisions (including penalties) of section 1114
of the Revenue Act of 1926 shall be applicable with respect
to the tax imposed by subsection (a).

TITLE VI—ESTATE TAX AMENDMENTS
SEC. 801. CREDIT OF GIFT TAX ON ESTATE TAX.

Section 301 of the Revenue Act of 1926 is amended by
inserting after subdivision (a) a new subdivision fo read as
follows:

“Ub) (1) If a tax has been paid under Title IIT of
the Revenue Act of 1932 on a gift, and thereafter upon the
death of the donor any amount in respect of swuch gift is
required lo be included in the value of the gross estate of
the decedent for the purposes of this litle, then there shall
be credited against the tax imposed by subdivision (a) of
this section the amount of the tax paid under such Title 111
with respect to so much of the property which constituted
the gift as is included i the gross estate,. except that the
amount of such cr,'odil Ashall not exceed an amount which bears
the same ratio t'o the tax imposed by subdivision (a) of this
section us the value (at the time of the gift or at the time of

the death, whichever is lower) of so much of the property
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L which constituted the gift as is included in the gross estate,

2  bears to the value of the entire groas estale.

] “(8) For the purpases of paragraph (1), the amount
4 of tax paid for any year under Title 111 of the Revenue
8 Act of 1932 with respect to any property shall be an amount
8 which bears the same ratio to the total taz paid for such year
T as the value of such property bears to the total amount of
& et gifts (computed without deduction of the specific exemp-
9 tion) for such year.”

Note.—Section 301 (a) of the Revenue Act of 1926, referred to in the above
amendment, reads as follows:

Sec. 301. (a) In lieu of the tax 1mposed by Title III of the Reve-
nue Act of 1924, a tax equal to the sum of the following percentages
of the value of the net estate (determined as provided in section 303)
is hereby imposed upon the transfer of the net estate of every decedent
dying after the enactment of this act, whether a resident or nonresident
of the United States;

1 per centum of the amount of the net estate not in excess of $50,000;

2 per centum of the amount by which the net estate exceeds $50,000
and does not exceed $100,000;

3 per ceutum of the amount by which the nef estate exceeds $100,000
and does not exceed $200,000;

4 per centum of the amount by which the net; estate exceeds $200,000
and does not exceed $400,000;

b per centum of the amount by which the net estate exceeds $400,000
and does not exceed $600,000;

6 per centum of the amount by which the net estate exceeds $600,000
and does not exceed $800,000;

7 per centum of the amount by which the net estate exceeds $800,000
and does not exceed $1,000,000

8 per centum of the amount by which the net estate exceeds $1,000,000
and does not exosed $1,500,000;

9 per centum of the amount by which the net estate exceeds $1,500,000

-\ .and does not exeeed $2,000,000; \ :

10 per ceutum of the amount by thh the net estate exceeds
$2,000,000 and does not exceed $2,500,000; »

11 per centum of the amount by which the net estate excoeds
$2,500,000 and does not exceed $3,000,000;

12 per centum of the amount by which the net estate exceeds
$3,000,000 and does not exceed $3,500,000;

13 per centum of the amount by which the net estate exceeds
$3,500,000 and does not exceed $4,000,000;

[
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14 per centurn of the amount by which “the" net és\fnfe exceeds
$4,000,000 and docs not exceed $5,000 000; .

15 per centum of the amount by which “the: ‘et:" dstats* exceeds

$5,000,000 and does not exceed $6,000,000;
‘16 per centum of the amount by which the ‘net estate exceeds

$6,000,000 and does not exceed $7,000,000;
17 per centum of the amount by :-which the net astate. exdeels

$7,000,000 and does not exceed $8,000,000;

18 per centum- of -the amount - by which . the nat .estate, exgeeds
$8,000,000 and does not exceed $9,000,000;

19 per centum of the amount by which ‘the neb estate exceeds
$9,000,000 and does not exceed $10,000,000;

20 per. centum of the amount by whxch the net estnte exceeds

$10,000,000.

SEC. 802. 80 PER CENTUM CREDIT.
(a) Section 301(b) of the Revenue Act of 1926 is
amended to read ag follows: .
“4b} (c) The tax lmposed by subdwwwn ( a) af this
section shall he credited with the amount. of any estate
inheritance, legacy, or succession taxes actually paid to any
State or Territory or the Dlstrlct of Columbla, in respect of
any property included in the gross estate (not mcluqu any
such taves paid with respect to the estate of a person other
than the decedent). The credit allowed by this S}ibdiyision
shall not exceed 80 per centum of the tax impqééd-by this
seetion subdivision (a) (after deductz'ng from sdc)c tax the
credits provided by subdzvzszon ( b) ), and shall mclude only
such taxes as were actnally paid and crrdlt therefm “claimed
within three four.years after the filing of the return 1equued

by section 304, except that—-, R
“(1) If a petition for redetmnmatum of a defi-

ciency has becn filed with the Board of Tag Appeals
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1 | wzthm tﬁé t;me ;.z}'es'cribec? in sectzon?():?, then within
2 such fozlvr-ﬁyc'-'a;" period or bé'/ora'fh'é é:cﬁrdt;'bn' 5[ 60
3 days after the decision of the Board be'cdméé' ﬁnal ;
4 ~“(2) I, under subdivision () of section 305 or
5 subdivision (1) of section 308; an exlension of time
6 has been granted for payment of the tax shown on the
7 -return, or of a deficiency, tﬁen within such four-year
8 period or before the date of the expiration of the period
9 of the extension. |

10 Refund based on the credit may (despite the provisions of
11 section 319) be made if claim therefor is filed within the
12 veriod above provided. Any such refund shall be made
13 without interest, except that where the overpayment was made
14 prior to the enactment of the Revenue Act of 1932, then
15  interest shall be allowed and paid on the amount refunded
16 at the rate of 6 per centum per annum from the date of the
17 overpayment to the date of such enactment.” |
= 18 (b) If any return required by section 304 of the Reve-
19  nue Act of 1926 was filed more than three years before the
20  enactment of this Act the credit for estate, inheritance, legacy,
21" or succession tazes shall be determined as if this section had
22  not been enacted. N '
28  SEC. 803. FUTURE INTERESTS. !

P (a) Section 302(c) of the Revenue Act of 1926, as
25 amended by the Joint Resolution of March 3, 1931, is

26 amended to read as follows:
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“(e) To the extent of any interest therein of which
the decedent has at any time made a transfer, by trust or
otherwise, in contemplation of or intended to take effect in
possession or enjoyment at or after his death, ineluding o
transfer under whieh the transferer hes retnined for his life
or eny peried not ending or of which he has at any time
made a transfer, by trust or otherwise, under which he has
retained for his life or for any period mot ascertainable
without reference to his death or for any period which does
not in fact end before his death (1) the possession or
enjoyment of, or the right to the income from, the property
or property, or (2) the right te right, either alone or in
conjunction with any person, to designate the persons who
shall possess or enjoy the property or the income there-
from; except in case of a bona fide sale for an adequate and
fall consideration in money or money’s worth. Where
within twe years prior to his death but after the ensetment
of this Aet and witheut sueh o econsideration the deeedent
has made e transfer or transfers; by trust or other
wise; of any of his property; or an interest therein;
nob adm&t%ed of shown to heve beer minde in eonr
templation of or intended to teke effeet in possession
or enjoyment ab or after his death; and the value o
aggregate value; at the time of sueh death; of the property
or interest ro transferred 6 any eone person i9 ip oxoess of
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$5,000; then; to the extent of such exeess; sweh transfor or
transfers shall be deemed end held to have been made in
eontemplation of death within the meaning of this title:
Any transfer of a material part of his property in the nature
of a final disposition or’distribution thereof, made by the
decedent within two years prior to his death but prior te the
ennetment of this Aet; without such consideration, shall,
unless shown to the contrary, he deemed to have been made
in contemplation of death within the meaning of this title;

(b) Section 302(f) of the Revenue Act of 1926 1is
amended to read as follows:

“(f) To the extent of any property passing under a
general power of appointment exercised by the decedent
(1) by will, or (2) by deed executed in contemplation
of; or of or intended to take effect in possession or enjoy-
ment at or efter; his after his death, or (3) by deed under
which he has retained for his life or any period not ascer-
tainable without reference to his death or for any period
which does not in fact end before his death (4 ) the possession
or enjoyment of, or the right to the income from, the property,
or (B) the #ight, either alone or in conjunction with any
person, to designate the perws;is'&:ho shall possess or enjoy
the property or the income therefrom; except in case of a
bona fide sale for an adequate and full consideration in money

or money’s worth; and ”
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‘(¢) The first sentence of section 315(b) of the Revenue

" Act of 1926 1s amended to read as follows:

“(b) If (1) except in the case of a bona fide sale for
an adequate and full consideration in money or money's
worth, the decedent makes a transfer, by trust or otherwise,
of any property in contemplation of or intended to take
effect in possession or enjoyment at or after his death {ex-

eept in the ease of a bene fide sale for an adequate and fall

" eonsideration i money of money-s worth) death, or makes

a transfer, by trust or otherwise, under which he has retained
for his life orl for any period not ascertainable without ref-
erence to his death or for any period which does not in fact
end before his death (A) the possession or enjoyment of, or
the right to the income from, the property, or (B) the right,
either alone or in conjunction with any person, to designate
the persons who shall possess or enjoy the property or the
income therefrom, or (2) if insurance passes under a con-
tract executed by the decedent in favor of a specific bene-
ficiary, and if in either case the tax in respect thereto is not
paid when due, then the transferee, trustee, or beneficiary
shall be personally liable for such tax, and such property,
to the extent of the (lec;-‘édexlt’s interest therein at the time
of such transfer, or to the extent of such beneficiary’s inter-
est under such contract of insurance, shall be subject to a

like lien equal to the amount of such tax.”
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Note.—The remainder of section-:315(b) of-the Revenue Act of 1926
reads as follows:

Any part of such property. sold by. such transferee or trustee to a bona
fide purchaser for an adequate and full consideration in money or money’s
worth shall be diyested of the-lien and a like lien shall then attach to all
the propérty of such transferee or trustee, except any part sold to a bond
fide p'lrchaser for an adequate and full consideration in money or money’s
worth. - :

{°°SEC. 804, RELINQUISHMENT OF DOWER, ETC., AS CONSIDERA.

,
R r

g otuss ol hgeN < T

8 " Section 303(d) of the Revenue Act of 1926 is amended
4 by adding at the end thereof a mew sentence to read as
5‘:~fbllo.ws'."' |

6" “For the purposes of this title, ‘a relinquishment or
7 promised relinquishiment of dower, curtesy; or of a stafu-
8" “tory estate created in lieu of dower or cdrtesy, or of other

9 marital ﬁghts‘in the decedent’s prope;?ty or estate, shall not

10 be considered to’ any extent a consideration ‘in money or

1 mmeys worth "

Note.—Seétion 303( d) of the Revenue Act of 1926 above referred to reads
as follows:

" (q). For the purposé of this title, stock in a domestic corporatiop’
owned and held by a nonresident decedent shall be deemed property

- within the Ubited Statés, and any property of which the decedent has:
made a transfer, by trust or otherwise, within the meaning of subdivision

(c) or (d) of section 302, shall be deemed to be sxtuated in the United-
States, if so situated elthel at the time of the transfer, or at the time of

g ,,the decedent’s ()(eath

PP

12  SEC. 80;. DEDUCTIONS

VA LR h .j)ll ' I PR

12, .. be('twn 303(a) (1 ) of the Reve(me AQt of 1926. %
14 amended, is amended to read as follows: . -

l's.,{“. YL
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“(1) Such amounts——

“(4) for funeral expenses,

“(B) for administration expenses,

“(C) for claims against the estate,

“(D) for nnpaid mortgages upon, or any
indebtedness in respect to, property -(exeept; in
the ease of o resident deeedent; where sueh prop-
erby i nob situnted in the United States} where
the value of decedent’s interest therein, undimin-
ished by such mortgage or indebtedness, s included
in the value of the gross estate, 4o the extent that
sueh elnitas; mortgeges; or indebiedness were
ineurred or eontracied bene fide and for en ade-
quate and full eonsideration in money or menrey-s
worth; losses ineurred during the settlement of the
oslolo arising from fxes; siormas; shipwrodk; or
other easunlty; or from theft; when sueh losses
are not eompensted for by insuranee er o&ker-
wise; and

“(E) such amaeunts reasonably required and
actually experded for the suppe#® during the set-
tlerent of t&s ¢state of those dependent upon the

decedent,

as are allowed by the laws of the jurisdiction, whether

within or without the United States, under which the



289

estate is being administered, but not including any

1
2 income taxes upon income received after the death of
3 the decedent, or property taxes not accrued before his
4 death, or any estate, succession, legacy, or inheritance
5 taxes. The deduction herein allowed in the case of
6 claims against the estate, unpaid mortgages, or any
7 indebtedness shall, when founded wpon a promise or
8 agreement, be limited to the extent that they were con-
9 tracted bona fide and for an adequate and full consid-
10 eration in money or money's worth.”
11  SEC. 806. P‘UOR TAXED PROPERTY.
12 (a) Section 303(a)(2) of the Revenue Act of 1926
13 is amended to read as follows: e
14 (2) An amount equal to the value of any prop-
15 erty (A) forming a part of the gross estate situated
16 in the United States of any person who died within
17 five years prior to the death of the decedent, or (B)
18 transferred to the decedent by gift within five years
19 prior to his death, where such property can be identi-
20 fied as baving been received by the decedent from
21 saeh fhe donor by gift er gift, or frotn such prior dece-
22 dent by gift, bequest, devise, or itheritance, or whith
20 can be identified as having been acquired in exchange
24 for property so received. This deduction shall be al-

H. R. 10236——19
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lowed ouly where a gift tax imposed under the Revenue
Act of 1824; or 1932, or an estate tax imposed under
this or any prior Act of Cengress was Congress, was
finally determined and paid by or on behalf of the such
dener e donor, or the estate of such prior deeedent es
decedent, as the case may be, and only in the amount
of finally determined as the value placed by the Com-
migsioner on of such property in determining the value
of the gift or gift, or the gross estate of such prior dece-
dent, and only to the extent that the value of such prop-
erty is included in the decedent’s grogs estate and nob
dedueted ander paragraph (1) or {3)- of this subdivisien,

Where a deduction was allowed of any mortgage or

" other lien in determining the gift tax, or the estale tax

of the prior decedent, which was paid in whole or in
part prior to the decedent’s death, then the deduction

allowable under this paragraph shall be reduced by the

“amount so paid. The deduction allowable under this

paragraph shall be reduced by an amount which bears
the same ratio (o the amounts allowed as deductions
ainder pavagraphs (1), (3), and (4)‘“0[ this subdivi-
sion as the amount otherwise deductible under this para-
graph bears lo the value of the decedent’s gross eslate.
Where the property referred to in this paragraph con-

sists of heo or more ilems the aggregate value of such
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1 items shall be used for the purpuse of computing the
9 deduction.”
3 (b) Section 303(b)(2) of the Reveue Act of 1926
4 18 amended to read as follows:
5 “(2) An amount equal to the value of any prop-
6 erty (A) forming a part of the gross estate situated
7 in the United States of any person who died within
8 five years prior to the death of the decedent, or (B)
9 transferred to the decedent by gift within five years
10 prior to his death, where such property can be iden-
11 tified as having been received by the decedent from
12 saeh the donor by gt er gift, or from such prior
13 decedent by gift, bequest, devise, or inheritance, or
14 which can be identified as having been acquired in
15 exchange for property so received. This deduction
16 shall be allowed only where a gift tax imposed under
17 the Revenue Act of 41924; o 1932, or an estate tax
- 18 imposed under this or any prior Act of Congress was
19 Congress, was finally determined and paid by or on
20 behalf of the such doener ox denor, or the estate of such
21 prior, decedent a3 decedent, as the case may be, and
22 only in the amount ef finally determined as the value
25 plaeed by .fhe Comimissioner en of such property. in
. 24 determining the value of the gift er gift, or the gross -
RB) estate of such prior decedent, and only to the extent
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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 net dedueted
under paragraph (3 or {8) of this subdivisien.
Where a deduction was allowed of any mortgage or
other lien in determining the gift tax, or the estate tar
of the prior decedent, which was paid in whole or in
part prior to the decedent’'s death, then the deduction
allowable under this paragraph shall be reduced by
the amount so paid. The deduction allowable under
this paragraph shall be reduced by an amount which
bears the same ratio to the amounts allowed as deduc-
tions under paragraphs (1) and (3) of this subdivi-
sion as the amount otherwise deductible under this para-
graph 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 pur-

pose of computing the deduction.”

SEC. 807. DEDUCTION OF BEQUESTS, ETC., TO CHARITY.

Sections 303(a) (3)‘and 303(b)(3) of the Revenue

Act of 1926 are amended by inserting after the first sentence

of each a new sentence to read as follows:
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b “If the tax imposed by section 301, or any estafe, succession,
2 legacy, or inheritance tazes, are, either by the terms of the
& will, by the law of the jurisdiction under which the estate is
4 udministered, or by the law of the jurisdiction imposing the
i particular tazx, payable in whole or in part out of the
G bequests, legacies, or devises otherwise deductible under this
paragraph, then the amount deductible under this paragraph
% shall be the amount of such bequests, legacies, or devises

reduced by the amount of suckh taxes.”

~an

Note.—Sections 303(a) (3) and 303(b) (3) of the Revenue Act of 1926 will,
after the above insertion, read as follows:

Sec.303. (a) * * * :
* * * * * * *

(3) The amouut of all bequests, legacies, devises, or transfers, to or
for the use of the United States, any State, Territory, any political
subdivision thereof, or the District of Columbia, for exclusively public
purposes, or to or for the use of any corporation organized and operated
exclusively for religious, charitable, scientific, literary, or educational
purposes, including the encouragement of art and the prevention of
cruelty to children or animals, no part of the net earnings of which inures
fo the benefit of any private stockholder or individual, or to a trustee or
trustees, or a fraternal society, order, or association operating under the
lodge system, but only if such contributions or gifts are to be used by
such trustee or trustees, or by such fraternal society, order, or association,
exclusively for religious, charitable, scientific, literary, or educational pur-
poses, or for the prevention of cruelty to children or animals. /f the tax
imposed by section 301, or any estate, succession, legucy, or inheritance
taxcs, are, either by the terms of the will, by the law of the jurisdiction
under which the estate is adndnistered, or by the law of the jurisdiction
imposing the particular tax, payable in whole or in part out of the
bequests, legacies, or devises otherwise deductible under this pcragraph,
then the amount deductible under this pcragraph shall be the amount of
such bequests, leyacies, or devises reduced by the amount of such taxes.
The amount of the deduction under this pavagraph for any transfer shall
not exceed the value of the transferred property required to be included
in the gross estate; and

* * ] * ] * *
(b) * * %
* ] * * * ] *

(3) The amount of all bequests, iegacies, devises, or trarsfers, to or
for the use of the United States, any State. Territory, any political sub-
division thereof, or the District of Columbia, for exclusively public pur-
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poses, or to or for the use of any domestic corporation orgunized and
operated exclusively for religious, charitable, scientific, literary, or educa.
tional purposes, including the enconragement of art and the prevention of
cruelty to children or animals, no part of the net earnings of which inures
to the benefit of any private stockholder or individual, or to a trustee or
trustees, or a fraternal society, order, or association operating under the
lodge system, but only if such contributions or gifts are to be uscd within
the United States by such trustee or trustees, or by such fraternal society,
order, or association, exclusively for religious, charitable, scientific, liter-
ary, or educational purposes, or for the prevention of cruelty to children
or animals. /f the taw imposcd by section 301, or any estate, succession,
legacy, or inkeritance taxes, are, cither by the terms of the will, by the
law of the furisdiction under whioh the cstate is administered, or by
the law of the jurisdiction imposing the partioular tas, payable in whole
or in part owt of the bequests, legacies, or devises otherwise deductible
under this paragraph, then the amount deductible under this paragraph
ahall be the amount of such bequests, legaciea, or other devises reduced by
the amount of such tarer, 'The umount of the deduction under this para
graph for any transfer shall not exceed the value of the transferred
property required to be included in the gross cstate,

SEC. 808. EXTENSION OF TIME FOR PAYMENT.

(a) Section 305(b) of the Revenue Acet of 1926 is
amended to read as follows:

“(b) Where the Commissioner finds that the pay-
ment on the due date of any part of the amount determined
by the executor as the tax would impose undue hardship
upon the cstate, the Commissioner may cxtend the time
for payment of any such part not to exceed five eight years
from the due date. In such case the wmount in respect
of which the cxtension is granted shall be paid on or before
the date of the expiration of the period of the extem{tea—
e:itmwion, and, the running of the statute of limitations for
assessment and collection, as providcd in scctions 310(a)
and 311(b), shall be suspended for the period of any

such extension. If an extension is granted, the Commis-
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sioner may require the executor lo furnish a bond in such
amount, not exceeding double the amount in respect of which
the extension 8 granted, and with such sureties as the Com-
missioner deems necessury, conditioned upon the payment
of the amount in respect of which the celension is granted
in accordance with the terms of the ectension,”

(b) Section 308(i) of the Revenue Adct of 1926 s
amended to read as follows:

“(i) Where it is shown to the satisfuction of the Com-
missioner that the payment of a deficiency upon the date
prescribed for the payment thereof will result in undue hard-
ship to the estate, the Commissioner with the approval of
the Seeretary (except where the deficiency is due to negli-
genee, to intentional disregard of rules and regulations, or
to fraud with intent to cvade tax) may grant an extension
for the payment of such deficiency or any part thereof for
a period not in excess of twe four vears. If an extension
is- granted, the Commissioner may require the exccutor to
furnish a bond in such amount, not exceeding double the
amount of the deficiency, and with such suretics as the
Commissioner deems necessary, conditioned upon the pay-
ment of the deficiency in accordance with the terms of the
oxtension. In such case the running of the statute of lihi-
tations for assessment and collection, as provided in scclions

310(a) and 311(b), shall be suspended for the period of

[
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any such criension, and there shall be collected, as a part
of the tax, interest on the part of the deficiency the time
for payment of which is so extended, at the rate of 6 per
centum per annum for the period of the extension, and no
other interest shall be collected on such part of the deficienoy
for such period. If the part of the deficiency the time for
payment of which is so extended is not paid in accordance
with the terms of the extension, there shall be collected, as
a part of the tax, interest on such unpaid amount at the rato
of 1 per centum a month for the period from the time fixed
by the terms of the extension for its payment until it is
paid, and no other interest shall be collected on such unpaid
amount for such period.”

SEC. 809. LIEN FOR TAXES.

(a) Section 815(a) of the Revenue Act of 1926, as
amended, ts amended by adding at the end thereof a new
sentence lo read as follows:

“If the Commissioner 18 satisfied that the tax liability of an
estate has been fully discharged or provided for, he may,
under regulations prescribed by him with the approval of the
Secretary, issue his certificate, releasing any or all properlg)
of such estate from the lien herein imposed.”

Note.—Section 815 (a) of the Revenue Act of 1926, above referred to, reads

as follows:

Sec. 815. (a) Unless the tax is sooner paid in full, it shall be a lien
for ten years upon the gross estate of the decedent, except that such part
of the groes éstate as is used for the payment of charges against the estate
and expenses of its administration, allowed by any court having jurisdic.
tion thereof, shall be divested of such lien.
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(b) Section 613(b) of the Revenue Act of 1928 (relat-
ing to liens for estate tazxes) i8 repealed.

Note—S8ection 613(b) of the Revenue Act of 1928 reads as follows:

(b) The second sentence of section 815(a) of the Revenue Act of

1926 is repealed.

SEC. 810. REFUNDS.

(a) Section 319(b) of the Revenue Act of 1926 is
amended to read as follows:

“(b) All claims for the refunding of the tax imposed
by this title alleged to have beeu erroneously or illegally
assessed or collected must be presented to the Commissioner
within three years next after the payment of suéb tax.
The amount of the refund shall not excced the por;tion of the
tax paid during.thc three years immedialely preceding the
flling of the claim, or if no claim was filed, then during the
three years immediately preceding the allowance of the
refund.”

(b) The last sentence of section 319(c) of the Revenue
Act of 1926 is amended to read as follows:

“Bueh refund shall be made either {4} if elnim therefor
was filed within the peried of limitation provided for by law;
or {3} if the petition way fled with the Bonrd within four
years after the tax was puid; or; int the ease of a tax imposed
by this title; within three years efter the tax was paid: No
such refund shall be made of any portion of the tax paid more

than four years (or, in the case of a tax imposed by this
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title, more than three years) before the filing of the claim
or the filing of the petition, whichever is earlier.”
(¢) Title 111 of the Revenue Act of 1924 is amended

>

« N

by inserting after section 318 a new section lo read as
H follows:
6 “Skc. 818}. The amount of any refund of the tax

P

7 imposed by Part I of this title shall not exceed the poriton
& of the tax paid during the four years immedialely preceding
O the filing of the claim, or if no claim was filed, then during
10 the four years immediately preceding the allowance of the

1) refund.”

Note.—Title 111 of the Roevenue Act of 1924, referred to in subsection
(c¢) above, is the estate tax law of 1924, which was repealed in 1926 and super-
seded by the Revenue Act of 1926. ‘The soction added by the above amendment
merely relates to refunds of overpayments under the old law.

12 (d) Section 319(b) of the Revenue Act of 1926, as
15 amended by this Act, and scction 318} of the Revenue Act
14 of 1924, as added by this Act, shall not bar from allowance a
15 claim for refund filed prior to the enactment of this Act
16 which but for such enactment would have been allowable.

-

17 SEC. 811. REVALUATION OF DEPRECIATED ESTATES—RETRO-
18 ACTIVE. ¢
19 Tille 111 of the Revenue Act of 1926 is amendcd by
20 adding at the end thereof a new section lo read as follows:
21 “SEC. 326. (a) In the case of the estate of a decedent
92 who died on or after September 1, 1928, and prior to
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January 1, 1932, and at the election of the executor, the value
of the gross estate and of the net estate shall be computed
based upon values as of a date eighteen months after the
decedent’s death (hereinafter referred to as ‘ subsequent
value'), and the taz to be paid under this title shall bear
the same ratio to a tax compuled without reference to thix
section as the subsequent value of the net estate bears to the
value of the net estate computed as of the date of the dece-
dent’s death, but 1 no case shall the tax be less than 60
per centum of the tax compuled without reference to this
section. Such election shall be exercised by the filing of
a statement under oath which shall sct forth all the neces-
sary information, and shall be filed not later than one ycar
after !h'c date of the enactment of the Revenue Act of 1932.
Any amoun; of taz refundable by rcason of this section shall
be refunded where such statement is filed within the prescribed
time, but the amount refunded shall be without interest.
The credit allowed by section 301 for estate, inherilance,
legacy, or succession lazes actually paid to any State or
Territory or the District of Columbia shall not exceed 80

" per centum of the tax as computed under this section.

“(b) In the case of any property (the value of which
is required, under section 302, to be tncluded in the value
of the gross estate) which has been distributed or sold or
otherwise disposed of, after the death of the decedent and
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prior to the expiration of eighteen months therefrom, then
the subsequent value of such property shall be ils value upon
the date of such distribution, sale, or other disposition (in
lieu of its value eighteen months after the date of death);
and in the case of properly (such as leaseholds, patents,
remainders, and other interests MmiWing upon the expira-
tion of a period of lime), the value of whioh is necessarily
affected merely by the lapse of Yime or by the happening or
nonhappening of a contingency, then the subsequent value of
such property shall be determined without any allowance for
change of value due merely to lapse of time or to the hap-
pening or nonhappening of the contingency.

“fc) In any case in which the cstate tax to be paid in
respect of the estute 8 computed under this sectéon, then for
income lax purposes the basis for determi.ning the gain or
loss from the sale or other disposition of personal property
acquired by specific bequest, or of real property acquired by
general or specific devise or by intestacy, and the basis for
determining loss from the sale or other disposition of prop-
erty acquired by the decedent’s eslate from the decedent shall
be the valuc at which such property is included in deiermining‘
the subsequent value of the gross estale.”

Note—Title III of the Revenue Act of 1926, to which the above section

is added, is the estate tax law of 1926. The new section is temporary in nature
and does not make any change in permanent law.
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TITLE VII—TAX ON TRANSFERS TO AVOID INCOME
TAX
SEC. 901. IMPOSITION OF TAX.

There shall be imposed upon the transfer of stock or
securities, by a citizen or resident of the United States or
a domestic corporation, to a foreign corporation as paid-in
surplus, or to a foreign trust, an excise tax equal to 25
per centum of the cxcess of (1) the value of the stock or
securities so transferred vver (2) ils adjusted basis in the
hands of the transferor as determined under section 113 of
this Aot.

SEC. 902. NONTAXABLE TRANSFERS.

The tax imposed by section 901 shall not apply—

(a) if the transfer is for an adequate and full con-
sideration in money or money's worth; or

(b) if the transferee (were it a domestic corporation
or trust) would not be subject to income tax under Title 1
of this Act on the profit, if any, from a subsequent sale for
cash of the property so transferred; or

(¢c) if prior to the transfer it has been established to

the satisfaction of the Commissioner .that such transfer is

not in pursuance of a plan having as.one of its principal

purposes the avoidance of Federal income taxes.
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SEC. 903. DEFINITION OF “FOREIGN TRUST".

A trust shall be considered a foreign trust within the
meaning of this title if, assuming a subsequent sale by the
trustee, outside the United States and for cash, of the property
80 tram/'erred, the profit, if any, from such sale would not
be subject lo income tax under T'itle I of this Act.

SEC. 904. PAYMENT AND COLLECTION.

The tax imposed by section 901 shall, without assess-
ment or notice and demand, be due and payable by the
transferor at the time of the transfer, and shall be asscssed,
collected, and paid under regulations prescribed by the
Commissioner with the approval of the Secretary. All
administrative, special, or slamp provisions of law, includ-
ing penalties and including the law relating to the assessment
of tazes, so far as applicable, are hereby extended to and
made a part of this title,

TITLE VIII—POSTAL RATES
SEC. 1001. POSTAL RATES.

(a) On and after the thirticth day after the date of the
enactment of this Act and until July 1, 1934, the rate; of
postage on. all mail mgller of the first class (except postul
cards and private mailing or post cards, and except other
first class matter on which the rate of postage under existing

law is 1 cent for each ounce or fraction thereof) shall be 1
\
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cent for cach ounce or fraction thercof in addition to the
rale provideu by existing law.

(b) Only 85 per centum of the gross postal receipts
during the period the increased rate of postage provided in
subsection (a) remains in force shall be counted for the pur-
pose of determining the class of the post office or the com-
pensatc"on or allowances of postmnasters or of postal employees
of post offices of the first, second, and third classes. For the
purpose of determining the commissions (as distinguished
from the compensation and the allowances based thereon) of
poshnasters of the fourth class, only 85 per centﬁm of the
applicable cancellations, collections, and receipts during such
period shall be counted.

TITLE IX—ADMINISTRATIVE AND GENERAL
PROVISIONS
SEC. 1101. REVIEW OF DECISIONS OF BOARD OF TAX APPEALS.

(a) Section 1001(a) of the Revenue Act of 1926 (re-
lating to time for filing pelition for review of decisions of the
Board of Tax Appeals) is amended by striking out “within
siz months after the decision is rendered” and ingerting in
liew thereof “within three months' after “the decision is
rendered .

(b) The amendment made by subsection (a) of this
section shall not apply in respect of decisions of the Board
of Tax Appeals rendéred on or before the dale of the enacl-
ment of this Act.
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Note.—Section 1001(a) of the Rev.'enue Act of 1020, after the above

amendment, will read as follows:

Sec. 1001, (a) The decision of the Board rendered after the enactment
of this Act (except as provided in subdivision (j) of section 288 and in
subdivision (h) of section 318) may be reviewed by a Circuit Court of
Appeals, or the Court of Appeals of the District of Columbis, as herein-
after provided, if a petition for such review is filed by either the Com-
missioner or the taxpayer within sin menths alier the decision is rendered
within thres monthe after the decision s rendered.

SEC. 1102. BOARD OF TAX APPEALS—FEES.

Section 1004(b) of the Revenue Act of 1926 is
amended to read as follows: |

“(b) The Board is authorized to fix a fee, not in excess
of the fee fixed by law to be charged and collected therefor
by the clerks of the district courts, for comparing, or for
preparing and comparing, a transcript of the reeerd record,
or for copying any record, enivy, or other paper and the
comparison and certification thereof.”
SEC. 1103. SPECIAL DISB&RSING AGENTS OF TREASURY.
| The Secretary of the Treasury 8 authorized to desig-
nate agents in charge of divisions of internal revenue agents
to act as special disbursing agents of the Treasury for the .
payment of all salaries and expenses of such divisions, on
giving good and sufficient bond in such form and with such
securily as the Sccretary of the Treasury may approve, not-
withstanding section 3144, ftevised Stalutes, as amended.
SEC. 1104. REF UND OF TAXES FOR. TAXABLE YEAR 1918.

Section 284(h) of the Revenue Act of 1926 is
amended to read as follows: | |
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' 3.01 if(h) Exoépt as provided ity subdivision (d) this seo-
$ tion shall not (1) bar from allowance a olaim for credit or
+§ refund filed- prior to the enactment of this Aot which but
-4 1-for suph enactment would: have been allowable, or (2) bar
b from allowance 4. claini in:respech of & tax for the taxahle
@1 year 1010 or 1918,:1919, or 1920 -if sach claim is filed
A before the expiration: of five years after tha date the return
Bwasduatt o

9 SEC. 701 1105. DEFINITIONS. L

10+ 1 (a). When used in.this Aet— - !
1L - ut'(1)h The term- ! person ”’ means an . individual,

127 14 trust or estate, a partnership, or a corporation.

1B« 7(2) The term * corporation” includes associa-
14 -+ i tions, joint-stock companies, and insurance companies.
15 (8) The term “ partnership "' indudes a syndicate,
16- . .. group, ' pool, joint .venture, or: other, unincorporated
17 .« orgarization, through. or by wmeans of rhich any busi-
18 ness, financial operation, or venlura. is carried on,

19 . . and which i not, within the meaning of this Act, a

200 .- 'trust or:estald or G corperation; .and. the term “ part-

ALy 5y iinen ! iinclides d'member i such g syndicate, group,

22 pool, joint venture, or organization, ‘.. )

3B oo 8% (4) The term, domestio " when applied to a

24 corporation or partnership, means;.crepted- ar: oréanized
H. R. 10236——20
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in the Utited States or under the law of the United
States or of any State or Territory. '
" 44} () The term * foreign ” when dpplied t0 &

«corporation or: partnérship - means ‘& corporation :or

pamlmb:p which is net domestic.

- 48} {6) The terni “ fiduoiary ” means - guard-
jan, trustee; executor, administrator, receiver, oonserv-
ator, or any person acting in any fiducisry eapacity
for any person.

{8} (7) The term * withholding agent” means

~"any person required to deduct and withhold any tax
under the provisions of section 144 143 or 146 144.

4%} (8) The term.* stock ”“inolq‘des the share in
an -‘association, joint-stock compeny,..or insurance
compeny. "

48} (9) The term *shareholder” includes &
mémber in -‘a.n assooiation, joint-stock company, of
insurance company.

{8} (10) The term “ United States ” when used
in & geographical sense includes only the Btates, the

- Territories of Alasks ‘and Hawaii, and the District of

Columbia. -~ . b
{40} (11) The ‘term “Bedretary” means the

[ 3]
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13} (12) The term * Commissioner *’ means the
Commissioner of Internal Revenue.

38} (13) The term “ collector ” means collector
of internal revenue. .

{48} (14) The term * taxpayer” means any
person subject to a tax imposed by this Aect.

44} The term ““military or naval forees of the

' Guard; the Ammy Nurso Corps; Fouale; and the Navy

i (b) '%:he terms “includes ” and “including” when
used in a definition contained in this Act shall not be deemed
to exclude othor things otherwise within the meaning of the
term deM.
ssq:, 1106. SEPARABILITY CLAUSE.

.‘ :,: If any provision of this Act, or the application thereof
to any person or circumstances, i8 held tnvalid, the remainder
of the Act, and the application of such provisions to other
persons or circumstances, shall not be affected thereby.

SEC. 1107, EFFECTIVE DATE OF ACT.
Ezcept as otherwise provided, this Act shall take effect
upon us enactment.
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