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AN ACT

To reduee and equalire taxation; provide revenue; and for other

purpeses:

To provide revenue, equalize taxation, and for other purposes.
1 Be it enacted by the Senate and House of Representa-
2  tives of the Uniled Staics of America in Congress assembled,
3 That this Act, divided into titles and scctions according to
4 the following Table of Contents, may be cited as the
5 “Revenue Act of 1838 1932 ":
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TITLE I—-INCOME TAX

SUBTITLE A—INTRODUCTORY PROVISIONS
SEC. 1. APPLICATION OF TITLE.

The provisions of this title shall apply only to the tax-
uble year $928 1932 and succeeding taxable years, Income,
war-profits, and oxcos:s—pmlits taxes for taxable years pre-
ceding the taxable year 4928 1932 shall not be affected by
the provisions of this title, but shall remain subject to the
applicable provisions of prior revenue Acts, except as such
provisions are modified by Fites Hi; 1% and ¥ Title IX
of this Act or by legislation enacted subsequent to this Act,
SEC. 2, CROSS REFERENCES.

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

for convenience, and shall be given no legal offect.



A
8EC. 3. CLASSIFICATION OF PROVISIONS.
The provisions of this title are herein classified and
designated as—

Subtitle A—Introductory provisions,

1
2
3
4
5 Subtitle  B—General  provisions, divided into
6 Parts and sections,

7 Subtitle  C—Supplemental  provisions,  divided
8 into Supplemoents and sections,

) S8EC. 4. SPECIAL CLASSES OF TAXPAYERS.

10 The application of the General Provisions and  of
11 Supplements A o D, inclusive, to each of the following
12 special elasses of taxpayers, shall he subjeet to the exceptions
13 and additional provisions found in the Supplement applicable
14 to such class, as follows:

15 (n) Estates and trusts and the beneficinries thereof,—

16 Supplement E,

17 (b) Members of partnerships,—Supplement F,

18 (¢) Insurance companies,—Supplement Q.

19 (d) Nonresident alien individuals,—Supplement 11,
20 (e) Foreign corporations,—Supplement T,

21 (f) Imdividual citizens of any possession of the United

22 States who are not otherwise citizeng of the United States
23 and who are not residents of the United States,—Supple-

924 ment J.
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12
13
14
15
16
17
18
19
20
21
22
23

-

9

(g) Individual citizens of the United States or domes-
tic corporations, xatisfying the conditions of section 251 by
reason of deriving a large portion of their gross income
from sources within a possession of the United States,—
Supplement J.

(h) China Trade Aet corporpiions,—Supplement K.

SUBTITLE B—GENERAL PROVISIONS
Part I—Rates of Tax
SEC. 11. NORMAL TAX ON INDIVIDUALS,

There shall be levied, collected, and paid for cach
tzable year upon the net income of every individual a
normal tax equal to the sum of the following:

(n) H per eertam 3 per contum of the first $4,000
of the amount of the net income in excesr of the eredits
against net income provided in section 25;

(L) 3 per eentwn 6 per centum of the next $4,000

of such excess amount; and

(c) & per centtin 9 per centum of the remainder
of such excess amount,

SEC. 12, SURTAX ON INDIVIDUALS,

(a) Rares or SurtTax.—There shall be levied, col-

lected, and paid for each taxable year upon the net income

of every individual a surtax as follows:
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Epon a net income of 310,000 there shall be po
HIFRN HPoh et iconies in excess of $10;000 nnd not
in exeess of $HL000; + per ecntim of sueh exeens,

8§40 upon net ineomed of $1-50004 and upon net
ieoties i exeess of $HL000 and not in excess of
846;000; 2 per centim in adidition of such exeess;

880 npon net tecives of $16;0004 and upon net
invonies in exvews of $46;000 and not in exeess of
$12;000; 3 per centinn in addition of such exeess:

H40 upon et incomes of $H;0003 and apon net
icones i exeens of 248,000 and not i exeews of
SLO;000; 4 per contiin in addition of sueh exeess;

8220 upon net incomes of 5200004 and npon net
fesntes i exvess of S20;000 and not in exeesy of
$23,000; b per eentum in addition of sueh exeess:

$320 upon net incontes of $22;000; and upon net
theotes it excess of $23,000 and not in oxeoss of
$14;000; 6 per centumn in addition of sieh exeess;

$440 upen net eomes of $2-4,000; nnd upon net
ineotes i exeess of $24,000 and net in exeess of
S$28:000; 7 per ecentmn in addition of sieh exeess:

8720 upon net incomtes of $38;000+ and upen neb
ineomes in excess of $38,000 end not in exeess of
$32;000; 8 per centum in addition of sueh exeass:
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$1:040 upon net incomes of $32;0004 and upen
net ineomes in excess of $33:000 and net in excess of
$36,000; O per centum in additien of sueh exeess:
$1,400 upen neb ineomes of 836,000 and upen
net ineomes in excess of $86;000 and not in exeess of
$40,000; 10 per eentim in addition of aueh exeess:
$1:800 upon net incomes of $40,0004 and upen
net ineomes in oxeens of 840,000 and not in exeess of
$44,000; 11 per eenttin in addition of sueh exeess:
$3:240 upon net ineomes of $44,0001 nnd upon
net ineomen in exeess of $44;000 and not in exeess of
$48,000; 13 per eentwm in addition of sieh exeess
- 83,730 upen net incomes of 848,000 and upen
net ineomes in exeess of $48;000 and not in exeess of
$653,000; 18 per eentum in addition of such exeess:
$3;340 upen net incomes of $52,000; and upen
net ineomes in exeess of $563;000 and net in exeess of
$66,000; 14 per eentun in addition of sueh exeess:
$3,800 upen net incomes of $56,0001 and upen
net ineomes in exeess of $56;000 and not in execess of
$60;000; 15 per eentum in addition of sieh exeess:
$4,400 upon unet incomes of $60;000; and upen
pet inecomes in exeess of $60;000 and not in exeess of
$64,000; 16 per centum in addition of sueh exeess
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25,040 upon net incomes of $64,0001 and upen
Ret ineomes in excess of $6-H000 and not in exeess of
$70,000; 17 per eentmint in addition of oueh exeens:

86,060 upon net incomes of $70,0001 and upen
net ineomes in excess of $70,000 and not in exeess of
$80,000; 18 per eentmn in addition of sweh exvess

$7:860 upon net incomes of $80;0004 and wpen
Ret incomen in excese of $80,000 and notb in exeess of
$400:000; 10 per centutn in addition of sueh exvess:

$14:660 upon net woten of $100;0004 and upon
net ineontes in excess of $100;000; in addition 30 per
eentiin of sieh exeess:

Upon a ncl income of $6.000 there shall be no
surlar; upon nel incomes in cxecss of $6,000 and not
in creess of $10,000, 1 per centum of such excess.

840 upon net incomes of $10,000; and upon nel
incomes in excess of $10,000 and not in excess of
$14,000, 2 per centum in addition of such excess.

$120 upon nct incomes of $14,000; and upon nel
incomes in cxcess of $14,000 and not in erccss of
$16,000, 3 per centum in addition of such excess.

$180 upon net incomes of $16,000; and upon nel
incomes in cxcess of $16,000 and not in excess of

$18,000, 4 per centum in addition of such excess.
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$260 upon net incomes of $18,000; and upun nel
incomes in excess of $18,000 and not in ercess of
£20,000, 5 per centum in addition of such excess.
$360 upon net incomes of $20,000; and upon net
incomes in ercess of 820,000 and not in excess of
$22.000, 6 per centum in addition of such ercess.
$480 upon ndt incomes of $22,000; and upon net
incomes in creiss of 822,000 and not in ercess of
$24,000, 7 per centum in addition of such crcesa,
S620 upon net incomes of $24,000; and upon net
incomes in cxeess of 824,000 and not in crcess of
826,000, 8 per centum in addition of such excess,
S$780 upon net incomes of $26,000; and upon net
tncomes tn creess of $26,000 and not in excess of
$28,000, 9 per centum in addition of such excess,
8960 upon net incomes of 328,000; and upon net
tneomes in cxcess of $28,000 and not in ercess of
30,000, 10 per centum in addition of such excess.
$1,160 upon net incomes of $30,000; and upon
nel tncomes in crcess of $30,000 and notl in excess of
$32,000, 11 per centum in addition of such excess.
81,380 upon net incomes of $32,000; and upon
nel incomes in excess of $32,000 and not in excess of

$34,000, 12 per centum in addition of such excess.
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$1,620 upon nel incomes of $34,000; and upon
net incomes in ercess of $34,000 and not in excess of
$36,000, 13 per centum in addition of such excess.
$1,880 upon net incomes of $36.000; and upon
nel incomes in excess of $36,000 and not in ercess of
$38,000, 14 per centum in addition of such excess,
$2,160 upon net incomes of $38,000; and upon
net incomes in eccess of $38,000 and not in excess of
840,000, 15 per centum in addition of such excess,
$2,460 upon net incomes of $40,000; and upon
net incomes in excess of $40,000 and not in ercess of
842,000, 16 per centum in addition of such excess.
$2,780 upon nel incomes of $42,000; and upon
net incomes in crcess of $42,000 and not in crcess of
$44,000, 17 per centum in addition of such excess,
83,120 upm nel 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
nel incomes in excess of $46,000 and not in ercess of
$48,000, 19 per centum 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.



ko oo [ ]

<

6

-3

Y
10
]

)

14

1G
17
18
6
20

22

24

15
$4,250 upon nel incomes of $50,000; and wpon
net incomes in cxcess of $50,000 and not in crcess of
$52,000, 21 per centum in addition of such excess.
$4,680 upon net incomes of $52,000; and upon
net tncomes in cxcess of 852,000 und not in ercess of
$54,000, 22 per centum in addition of such excess,
85,120 upon net incomes of $54,000; and *upon
net tncomes in cxeess of 854,000 and not in ercess of
$56,000, 23 per centum in addition of such excess,
$4,580 upon nel incomes of $56,000; and upon
nel incomes in cecess of 856,000 and not in excess of
$58,000, 24 per centum in addition of such excess.
$6,060 upon net incomes of $58,000; and upon
net incomes in ercess of $58,000 and not in excess of
$60,000, 25 per centum in addition of such excess,
$6,660 upon net incomes of $60,000; and upon
niel incomes in excess of $60,000 and not in excess of
$62,000, 26 per centum in addition of such excess.
$7,080 upon net incomes of $62,000; and upon
nel incomes in excess of $62,000 and nol in excess of
$64,000, 27 per centum in addition of such cxcess.
$7,620 upon nel incomes of $64,000; and upon
nel incomes in excess of $64,000 and not in excess of

$66,000, 28 per centum in addition of such excess.
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$8,180 upon nel incomes of $66,000; and upon
net incomes in ercess of $66.000 and not in cxcess of
268,000, 29 per centum in addition of such excess.
$8,760 upon net incomes of $68,000; and upon
net incomes in excess of $68,000 and not in excess of
$70.000, 30 per centum in addition of such excess.
$9,360 upon nel incomes of $70,000: and upen
net incomes in excess of $70,000 and not in crcess of
$72,000, 31 per centum in addition of such excess.
$9,980 upon net incomes of $72,000; and upon
nel incomes in excess of $72,000 and not in exrcess of
$74,000, 32 per centum in addition of such excess.
$10,620 upon net incomes of $74,000; and upon
nel incomes in excess of $74,000 and not in ercess of
$76,000, 33 per centum in addition of such excess.
$11,280 upon net incomes of $76,000; and upon
net incomes in excess of 876,000 and notl in excess of
$78,000, 34 per centum in addition of auch ercess.
$11,960 upon net incomes of $78,000; and upon
net incomes in ercess of $78,000 and not in excess of
$80,000, 35 per centum in addilion of such excess.
$12,660 upon net incomes of $80,000; and upon
net incomes in excess of $80,000 and not in excess of

$85,000, 86 per centum in addition of such excess.
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SI4,460 upon net incomes of $85.000; and upon
nel incomes in excess of $85,000 and not in excess of
$90,000, 37 per centum in addition of such excess.

SGE30 upon nel incomes of $90,000; and upon
nel incomes in cxcess of $90,000 and not in excess of
$93,000, 38 per centum in addition of such excess,

#18,210 upon net incomes of $95,000; and upon
net incomes in cxcess of 895,000 and wol in excess of
8100,000, 89 per centum in eddition of such excess.

S20,160 upon net incomes of $100,000; and upon
nel incomes in cxeess of N100,000 and not in exeess of
$150,000, 40 per centum in addition of such crcess,

SH0,160 upon net incomes of $150,000; and upon
nel incomes in excess of $150,000 and nsi in excess of
8$230,000, 41 per centum in addition of such crcess,

81,160 upon net incomes of $250,000; and upon
nel incomes in ercess of $250,000 and not in excess of
§3500,000, 42 per centum in addition of such crcess.

S186,160 upon nel incomes of $500,000; and
upon nel incomes in crcess of $300,000 and not in
ceeess of 730,000, 43 per centum in addition of such
CLCCSs,

8$293,660 upon nel incomes of $750,000; and

upon nel incomes in excess of $750,000 and not in

J. 11837H——-2
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excess of SLOONDOUD, §§ per centem in addition of such

Creess,

R403,660 wpon net incomes of N1,000,000; and
upon nel incomes i ceeess of S1LO00,000, -85 per
centum i addition of suel creess,

(b) Sark oF MINes axp O or Gas WeLLS.—For
limitation of surtax attributable to sale of mines and oil or
gas wells, see section 102,

(¢) Carrran NET Gaixs AND losses.—For rate
and computation of tax in lien of normal and surtax in case
of net incomes of wot less than 36469 820,000, approxi-
mately, or in case of net incomes, excluding items of capital
gain, capital loss, and capital deductions, of not less than
S30:000 820,000, approximately, see seetion 101,

(d) EvASION OF SURTAXES BY INCORPORATION.—
For tax on corporations which accumulate surplus to evade
surtax on stockholders, sce section 104,

(¢) There shall be levied, collected, and paid for each
taxable year upon the amount by which the compensation
(including salavies, commissions, emoluments, and rewards)
of any individual for personal services cxceeds compensation
at the rate of 873,000 per year, a lax of 80 per centum of
such amount. T'he tax imposed by this subsection shall be
in liew of all other taxes under this title in respect of such

amount.
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8EC. 13. TAX ON CORPORATIONS.

(n) RaTr or Tax.—There shall be lovied, collected,
and peid for each taxable your upon the net income of every
corporation, 4 tax of H per contin 14 per centum of the
amount of the net income in excess of the eredits eredit
against net income provided in seetion 20,

(b) ExrMpr CorroraTiONs,—For corporations ex-
ompt from tax, see section 108,

(¢) IMPROPER ACCUMULATION OF SURPLUS.—For
tax on corporations which accumulate surplus to ovade
surtax on stockholdors, sce section 104,

SEC. 14. TAXABLE PERIOD EMBRACING YEARS WITH DIF-
FERENT LAWS,

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 23.
SEC. 22, GROSS INCOME.,

() GENERAL DEFINITION.—* Gross income ” in-
cludes gnins, 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, busincsses, commerco, 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, ront, dividends, securities, or the transaction of any
business carried on for gain or profit, or gains or profits
and income devived rom auy sowree whatever, I the case
of Presidents of the United States and judges of courts of
he United Staics taking office after the date of the enactment
of this .Let, the compensation recvived as such shall be included
i gross income; and all Aets ficing the compensation of
sueh 'residents and judges are hereby amended accordingly.
(b) Excrusioxs rroM Gross INCoMr.—The follow-
ing items shall not be included in gross income and shall be
exempt from taxation under this title:
(1) LIFE 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 agrecment to pay interest thereon, the in-
terest payments shall be included in gross income) ;
(2) ANNUITIES, ETC.—Amounts received (other
than amouats paid by reason of the death of the
insured and interest payments on such amounts)
under a life insurance, endowment, or annuity con-

tract, but if such amounts (when added to amounts



10
I

1

21

received beforo the taxable year under such contract)
exceed the aggregato premiums or consideration paid
(whother or not paid during the taxable year) then
the excess shall be included in gross income. In the
case of a transfor for a valuable consideration, by as-
signment or otherwise, of a life insumnco, endowment,
or annuity contract, or any interest thorein, only the
actual value of such consideration and the amount
of the promiums and other sums subsequontly paid by
the transferce shall be exempt from taxation under
paragraph (1) or this paragraph;

(8) G1PT8, BEQUESTS, AND DEVISES.~—The value
of property acquired hy gift, bequest, devise, or in-
heritance (but the income from such property shall
be included in gross income) ;

(4) TAX-FRRE 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 (C) the obligations of the United
States or its possessions. Every person owning any
of the obligations or securitics enumerated in clause
(A), (B), or (O) shall, in the return required by this

title, submit a statement showing the number and
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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 (othor than postal
savings certificates of deposit), the interest shall be
exempt only if and to the extent provided in the ro-
spective Acts authorizing the issue thercof ns amended
and supplemented, and shall be oxcluded from gross
income only if and to the extent it is wholly exempt
to the taxpayer from ineeme taxes the lawes imposed
by this title;

(5) COMPENSATION FOR INJURIKS OR SIOK-
NESS.—Amounts received, through accident or health
insurance or under workmen’s compensation acts, as
compensation for personal injuries or sickness, plus the
amount of any damages received whether by suit or
agreement on account of such injuries or sickness;
tion zhets o the World War Veterans’ -vet; 1824, or ag
pensions from the Lnited States for service of the bene-
fieiary or another in the military or navel forees of the
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Enited Btates in time of wary oF a8 @ State pension for
servives rendered by the heneliciary or another for
which the State is prying o pensiond
%) Boihbha AND HOAN ABSOCIAPIONS—The
amownt reecived by an individual ns dividends or inter-
stantially all the business of whieh i eonfined to nuking
loans to members; but the amount exeluded from gross
ineome under this paragraph in any taxable year ghall
not exceed $3004
£ (6) Mixisrers.—The rvental value of a
dwelling house and appurtenances thereof furnished to
a minister of the gospel as part of his compensation;
49¥ (/) MiscELLANEOUS 1rEM8—The following
items, to the oxtent provided in section 116:
. Enrned weome frem sotrees withent the
Lohited Statess
Salaries of certain Territorial employens;
The income of foreign governments;
Income of States, municipalities and other
political subdivisions;
Receipts of ship owners’ mutual protection
and indemnity associations;
Dividends from China Trade Act corpora-

tions.
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(c) IxveNtoRIES.—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 Sceretary, may preseribe
as conforming as nearly as may be to the best accounting
practice in the trade or business and as most clearly reflecting
the income.

(d) Distmisurions sy CoRrorRaTIONS,—Distribu-
tions by corporations shall be taxable to the shareholders ns
provided in section 115,

(e) DETERMINATION OF GAIN OR LosS.—-In the case
of a sale or other disposition of property, the guin or loss shall
be computed as provided in sections 111, 112, and 113.

(f) Gross INcoME ¥roM Sourcks WITHIN AND
Wirnour UNiTED STATES.—For computation of gross in-
come from sources within and without the United States,
seo section 119,

SEC. 23. DEDUCTIONS FROM GROSS INCOME.

In computing net income there shall be allowed as
deductions:

(a) ExprNsks.—All the ordinary and necessary ex-
penses paid or incurred during the taxable year in carrying
on any trade or business, including a reasonable allowance for

salaries or other compensation for personal services actually
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rendered; traveling expenses (including the entire amount
expended for meals and lodging) while away from home in
the pursuit of a trade or business; and rentals o1 other pay-
ments required to be made as a condition to the continued
use or possession, for purposes of the trade or husiness, of
property to which the taxpayer has not taken or is not taking
title or in which he has no equity.  T'he amount by which the
compensation (including salary) of any person for personal
services ercecds compensation at the yate of 875,000 jer
year shall not be deductible under this subscetion,

(b) INTEREST.—All interest paid or acerued within
the taxable year on indebtedness, except on indebtedness
incurred or continued to purchase or earry obligations or
sceurities (other than obligations of the United States issued
after September 24, 1917, and originally subseribed for by
the taxpayer) the interest upon which is wholly exempt
from texation wnder the tares imposed by this title,

(¢) TAxes GeNEraAuLY.—Taxes paid or acerued
within the taxable year, except—-

(1) income, war-profits, and excess-profits taxes
imposed by the authority of the United States;

(2) so mueh of the income, war-profits, and ex-
cess-profits taxes imposed by the authority of any
foreign country or possession of the United States as

is allowed as a eredit against the tax under seetion 134
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States; but this diduction shall be allowed in the case

of a tarpayer who does not signify in his return his

desive to have to any cetenl the benefits of scetion 131

(relating 1o credit for laces of forcign counlrics aid

possessions of the United States) 5 and

(3) taxes assessed against loeal henelits of a kind
tending to increase tho value of the property assessed;
but this paragraph shall not exelude the allowanee as

a deduction of so much of such taxes as is properly

allocable to maintenance or interest charges,

For the purpose of this subscetion, estate, inheritance,
legacy, and suceession taxes acerue 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 SuarenonpEr Pam sy Corrora-
TION.—The deduction for taxes allowed by subsection (e)
shall be allowed to a corporation in the case of taxes imposed
upon a sharcholder of the corporation upon his interest as
sharcholder which are paid by the corporation without re-
imbursement from the sharcholder, but in such cases no
deduction shall be allowed the sharcholder for the amount
of such taxes,

(e) Lossks ny INpivipuaLs.—In Subject to the lim-

ilations provided in subscction (v) of this seclion, in the
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cuse of an individual, losses sustained during the taxahle
year and not compensated for hy insurance or otherwise—
(1) if incurred in trade or business; or
(2) if incurred in any transaction entered into
for profit, though not convected with the trade or
business; or
(3) of property not connected with the trade m
business, if the loss arises from fires, storms, shipwreck,
or other cosualty, or from theft, No loss shall be
allowed ax a deduction under this paragraph if at the
time of the filing of the return such loss has been claimed
as a deduction for cstale tax purposes in the estale tax
relurn,

(f) losses By CORPORATIONS.—H Subject lo the lim-
ilations provided in subsection (r) of this scction, in the
case of a corporation, losses sustained during the taxable
year and not compensated for by insurance or otherwise,

(g) Basis rPOR DETERMINING Los8.—The basis for
determining the amount of deduction for losses sustained,
to be allowed under subsection (e) or (f), shall be the
same a8 i provided in seetion 13 adjusted basis provided in
seclion 113(b) for determining the gain or loss from the
sale or other disposition of property.

(h) Joss oN Saks Wasn SuLEs OF STOCK OR

SecuriTies.—For disallowance of loss deduction in the case
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of sales of stock or seeurities where within thirty days before
or after the date of the sale the taxpayer has acquired sub-
stantinlly identical property, see seetion 118,

(1) Ner Josses.—The speeial deduction for net losses
of prier years a prior year, to the extent provided i
section 117,

(j) Bap Denrtrs.—Debts ascortained to be worthless
and charged off within the taxable year (or, in the discre-
tion of the C'ommissioner, a reasonable addition to & reserve
for bad debts) : and when satisfied that a debt is recoverable
only in part, the Commissioner may allow such debt to he
charged off in part.

(k) DrprrciaTioN.—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.  In the case
of property held in trust the allowable deduction shall he
apportioned hetween the income beneficiaries and the trastee
in accordance with the pertinent provisions of the instru-
ment creating the trust, or, in the absence of such provi-

sions, on the basis of the trust income allocable to each.
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(1) Derrerion.—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 regulations to bo preseribed by the Commissioner, with
the approval of the Seerotary.  In any case in which il is
ascertained as a rosult of opevations o of devdopment work
that the recorerable units are greater or less than the prior
estimate thercof, then such prior cstimate (but not the basis
Jor depletion) shall be revised and the allowance wader this
subscetion: for subsoguent tacable years shall be bascd upon
such revised ostimate,  In the case of leases the deduetion
shall be equitably apportioned between the lessor and lessee,
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 oase 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 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 ense of o and gas welds, see
section 114 (b) (3) and (4).)
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(m) Basis ror DEPRECIATION AND DEPLRTION.—

The basis upon which depletion, exhaustion, wear and tear,
and obsolescence are to bo allowed in respect of any property

shall bo as provided in section 114,

(n) CoaritasLr ANp OrHRR 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
auy political subdivision thereof, or the District of
Columbia, for exclusively publio purposes;

(2) wnx a corporation, or trust, or community
chest, fund, er foundation, organized and operated
exclusively for religious, charitable, scientific, literary,
or educational purposes, or for the provention of cruelty
to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or individual;

(3) the special fund for vocational rehabilitation

authorized by section 7 of the Yoeational Rehabilitotion

et 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-
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gsions, and if no part of their net earnings inures to the
benefit of any private sharcholder or individual; or
(5) a fraternal society, order, or association, op-
crating under the lodge system, but only if such con-
tributions or gifts are to be used exclusively for
religious, chavitable, scientific, literary, or educational
purposes, or for the prevention of cruclty to children
or animals;
to an amount which in all the abeve cases combined does
not exceed 15 per centum of the taxpayer's net income as
computed without the benefit of this subsection. Such
contributions or gifts shall be allowable as dcductio.ns only
if verified under rules and regulations preseribed by the
Commissioner, with the approval of the Sceretary. (For
unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, sce section 120.)

(0) FuTUrRe EXPENSES IN CASE OF CASUAL SALES
oF REAL 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
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suin (not less than the estimated tax linbility computed
without the benefit of this subsection) as the Commissioner
may require, conditioned apon the payment  (notwithstand-
ing any statute of limitations) of the tax, computed without
the benefit of this subscction, in respect of any mmnounts
allowed as a deduction under this subsection and not actually
expended in carrying out the provisions of such coutract.
(p) Divibexps RECEIVED BY CORPORATIONS.—In
the case of a corporation, the amount received as dividends—
(1) from a domestic corporation which s subjoct
lo tacation under this title, or
(2) from any foreign corporation when it is
shown to the satisfaction of the Commissioner that
moro 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 perioa
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 subscction 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
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reazon of its receiving a large percentage of its gross income
from sources within a possession of the United States.

(q) Prxsiox Truars.—An employer establishing or
maintaining & pension trugt 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
oxclusive benefit of employees) shall be allowed as a deduo-
tion (in addition to the contributions to such trust during
the taxable year to cover the pension linbility accruing
during the year, allowed as a deduction under subsection
(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 cqual parts over a period of ten consecutive years begin-
ning with the year in which the trunsfer or payment is made.
Any deduction allweable wnder scetion 23 (4) of the Reve-
nue cet of 1928 whicl under such scetion was apportioned
o any larcable year subsequent to the tavable year 1931 shall
be allowed as a deduction in the years lo which so
apportioned to the cetent allowable wnder such section if it
had remained in force with respeet to such year.

(1) Limirariox ox Stock Lossgs.—

(1) Losses from sales or crchanges of stocks and

Iwm}s (as defined in subsection (t) of thiz seetion) which

J. 118375——3
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are nol capital uxsds (as defined in scetion 101) shall

be allmeed only o the cxtent of the gains from such

sales or crchanges,

(2) lLosses disallowed as a deduction by pava-
graph (1), computed without vegard to any losses sus-
tained duving the preceding tavable year, sholl, to an
amount not in creess of the laepayer’s net tncome for
the taaable year, be considered for the purposes of this
title as losses sustained in the suceceding tavable year
from sales or cochanges of stocks or bonds which ave not
capital assels,

(3) This subseetion shall not apply to a dealer in
securitics in respeet of Arvansactions in the ordinary
course of his business with his customers, nor to a banlk
or trast company incorporated under the laws of the
L nited Stales or of any State or Territory,

(s) SaME—Snorr SaLes—For the purposes of
this title, gains or losses () from short sules of stocks and
bonds, vr (B) attributable to privileges or options to buy or
sell such stocks and bonds, or (C) from sales or exchanges
of such privileges or options, shall be considered as yains or
losses from sales or exchanges of stocks or bonds which are
nol capital assets.

(1) DEFINITION OF STOCKS AND BoNns—ds used

in subsections  (r) and (s), the term *stocks  and
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bonds* means (1) shares of stock in any corporation, or (2)
rights to subscribe for or to veccive such shares, or (3) bonds,
debentures, notes, or cerlificates or other evidences of tndebl-
cdness, issued by any corporation (other than a government
or political subdivision thereof ), with  interest  coupons
or in registered form, or (f) certificales of profit, or of inter-
est in property or accumulations, in any investment trust or
similar organization holding or dealing in any of the instru-
ments mentioned or deseribed in this subscction, regardless
of whether or not such investment trust or similar organiza-
tivn constitules a corpuration within the meaning of this et.
SEC. 24, 1ITEMS NOT DEDUCTIBLE.

(a) GeNERAL RULE.—~In computing net income no
deduction shall in any case be allowed in respect of—

(1) Dersonal, living, or family expenses;

(2) Any amount paid out for new buildings or
for permanent improvements or betterments made to
increase the value of any property or estate;

(3) Any amount expended in restoring property
or in making good the exhaustion thereof for which an
allowance is or has been made; or

(4) Premiums paid on any life insurance policy
covering the life of any ofticer or employee, or of any
person financially interested in any trade or business
carricd on by the taxpayer, when the taxpayer is

directly or indirectly a beneficiary under such policy.
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(b) Howvbrrs oF Lirk ok TERMINABLE INTEREST.—
Amounts paid wnder the laws of any State, Territory, Dis-
trict of Columbin, possession of the United States, or foreign
country as income to the holder of a life or terminable
interest acquired by gift, bequest, or inheritance shall not be
reduced or diminished by any deduction for shrinkage (by
whatever name called) in the value of such interest due to
the lapse of time, nor by any deduction allowed by this Act
(except the deductions provided for in subscctions (k) and
(1) of section 23) for the purpose of computing the net
income of an extate or trust but not allowed under the laws
of st.eh State, Territory, District of Columbin, possession of
the United States, or foreign country for the purpose of com-
puting the income to which sach holder is entitled.

(e) Tax Wrrnnuern oN  TAX-FREE COVENANT
Boxps.—For tax withheld on tax-free covenant bonds, see
seetion - 143 (a) -H-(3).

SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

There shall be allowed for the purpose of the normwl
tax, but not for the surtax, the following credits against the
net income:

(a) DivipExps.—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 a foreign corporation when it is shown
to the satisfaction of the Commissioner that more than

HO 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
such dividends (or for such part of such period as
the corporation has been in existence) was derived
from sources within the United States as determined

under the provisions of seetion 119,

The eredit allowed by this subsection shall not he
albwed in vespeet of dividends received from a corporation
organized under the China Trade et 1922, or from a cor-
poration which under section 251 is tnxable only on its gross
income from sources within the United States by reason of
its reveiving a large pereentage of its gross income from
sources within a possession of the United States.

(b) INTEREST ON UNITED STATES OBLIGATIONS.—
The amount received as interest upon obligations of the
United States which is included in gross income under
section 22,

(c¢) PrrsoNAL ExeMprioN.—In the case of a single
person, a personal exemption of $500 $1,000; or in the
case of the head of a family or a married person living with
husband or wife, a personal cxemption of £3;600 $2,500.

A husband and wife living together shall reccive but one
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personal exemption.  The amount of such personal exemp-
tion shall he &3000 $2,500. 11 such husband and wife
make separate returns, the personal exemption niny be taken
by cither or divided between them,

(d) Crevir ror DerENDENTS.—$400 for cach per-
son (other than hushand or wife) dependent upon awd
receiving his chief support from the taxpayer if such depend-
ent porson is under eighteen years of age or is incapahle
of self-support becanse mentally or physicclly defective,

(e) Cuaxae or Srarvs,—

) The eredit for dependents shall bo deter-
mined by the statns of the texpaver on the last dey of
his taxable venr

12} The personal exemption allowed by subsee-
Hon {e) of this seetion shally in ease the status of the
taxpaver changes during his taxable vear; he the sum
of un mmownt which hewrs the snme ratio to 815600
ws the nnber of months during whieh H;e tax-
pryer was single benrs 10 twvelve months; plus an
amoit which bears the smme miio to 33,500 as
the ntanber of menths during which the taxpayer
was a merried person Hving with husband or wife or
was the head of a fumily bears to twelve months: Feor
the purposes of this puragraph o frectional part of a
month shall be disregarded unless it amounts te mere
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then half & month; in which enve it shall bo considered
a8 & monthe
3} In the ease of an individual whe dies during

the texable year; the personal exemption and the

at the time of his deatly and in sueh enve full eredits

shell be alHowed to the surviving spouse; if any; aecord-

ingz (o his or her stntts at the elose of the taxable yenr
If the status of the taxpayer, in so far as it affects the per-
sonal ceemption or eredit for dependents, changes during
the tarable year, the personal cvemption and credit shall be
apportioned, under rules and regulations prescribed by the
Commissioner with the approval of the Seeretury, in accord-
ance with the number of months before and after such change.
For the purpose of such apportionment a fractional part of
a month shall be disregarded unless it amounts to more than
half a month in which case it shall be considered as a month.

(f) Earxep INcome CrepiT—12% per centum of
the amount of the carned net income, but not in excess of
12% per centum of the amount of the net income.

(9) EARNED INcoME DEFINITIONS.—For the pur-
poses of this section—

(1) “Earned income™ means wages, salaries,
professional fees, and other amounts received as com-

pensation for personal services actually rendered, but
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ducs nol incdude that parl of the compensation derived
by the taxpayer for personal services rendercd by him
to a corporation which represents a distribution of
carnings or profits vather than a reasonable allowance
as compensation for the personal services actually ren-
deved.  In the case of a tarpayer engaged in a rade
or business in which both personal services and capital
arc material income producing factors, a reasonable
allowance as compensation for the personal services
actually vendeved by the tacpayer, not in ercess of 20
poev centum of his sharve of the net profits of suek trade
or business, shall be considerad as caraed income,

(2) “Barned  income deductions” means  such
deductions ax arve allowed by scetion 23 for the purpose
of computing nct income, and are properly allocable to
or chargeable against carncd income.

(3) “Earned nel income” mcans the excess of
the amount of the earncd income over the sum of the
carned income deductions. If the taxpayer’s net in-
come is nol more than 835,000, his enlire nel income
shall be considered to be earncd net income, and if his
net income is more than 85,000, hiz ecarned nel income
shall not be considercd to be less than 85,000. In no
case shall the carned net income be considered to he more

than $12,000.
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8EC. 26. CREDITS OF CORPORATION MAGAINST NET INCOME.

For the parpore onde of the v imposed by section 48
there vhadl be allowed the following eredites

{e) The mmotnt revoived ae interest tpon ebligations
of the Lnited Stntes which is inehivded i gross ineome wider

th) I the ease of a domestie orpomton the net
heome of which is 335000 op lew; v spoeifie eredit of
$3;0004 but #f the net hneone s more han S20000 e
o impowed by section 13 shall vot exceed the ey which
worhd e pavalde i the 33000 credit were alloweds plas
the mawotint of Hie et eome i exeess of S0,

For the purpose andy of the tae imposed by scetion 13
theve shall be allowdd as a ercdit against act ineome the
amount rveceived as intorest wpon obligations of the U nited
States which is included in gross income wnder seetion 22,

Part 1II—Credits Against Tax
SEG: 31 EARNED INCOME GREPIT

4o} Dariuzions—Ior the purpeses of this seetion—

) = Barned income T means wages; salaries;
profersiontd feers aind other mmoniis received us com-
pensation for personad serviees netandly rendeved; bt
does not inelude that part of the comnpensation derived
by the taxpaver for personnt servives rendered by bim
to # corpomtion which represents a distribittion of carn-
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ingn or profits rther Hmn o rensonable allowanee a9
compensation for the personnl scevices netunlly ven-
deved: I the ense of # taxprver engaged i n Hade
or business in which both personnt services and eapitel
nre miterinl ineotie producing faetors; o reasonnble
nHowahee #s compensation for the peronal sepviees
aettinlly rendered by the taxpryver; not in oxeens of 20
per eentittn of his share of the nut profits of sieh trade
or business; shall be convidered ns cnmed ineome:

42} = Inrned ineome Jdeductions 2 means suel
deduetions ns ave allowed by section 23 for the purpese
of comprting net invetne; and ave properly nllovable
to or ehargenble ngainst enrned ineomer

{31 < Lnrned net ihcome 2 menns the exevss of
the amount of the earned inconte over the sim of the
enried ineome deductions: H the taxpavers not in-
shall be econsidered to be enrned net ineome; and
ineone shall not be considered to be less than $5;000;
In no ense shell the earned net ineome be considered
te be more than $30,000:
b} AHLOWANOE 08 CREbI—In the ease of an indi-

vidual the tax shell be eredited with 26 per eentum of the
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rirotitt of tas which wonld be pranble i his enrned net
theome eonstitited his entire net incomed but in no ease
vhall the eredit alowed under this subsection exeeed 26 per
venttitin of his novimal tax plis 26 per centin of the surten
which wonld be pavable i his earned net ineome eonstitited
his entive net income:  This eredit shall be in addition te all
ather eredits agninst the tax
SEC. 33 31. TAXES OF FOREIGN COUNTRIES AND PPOSSES.

SIONS OF UNITED STATES,

The amount of income, war-profits, and excess-proiits
taxes imposed by foreign countries or possessions of the
United States shall be allowed as a eredit against the tax,
to the extent provided in section 131,

SEC, 33 32. TAXES WITHHELD AT SOURCE,

The amount of tax withheld at the source under section
444+ 143 shall be allowed as a credit against the tax,
S8EC. 34 33. ERRONEOUS PAYMENTS.

(a) Crepir ror OveERPAYMENTS.—For credit against
the tax of overpavments of taxes imposed by this title for
other taxable yenrs, see section 322,

(b) Fiscar Year Expine 1N 4928 7932.—For
credit against the tax of muoums.of tax paid for a fiscal year
beginning in $827 7931 and ending in 4828 1932, see sec-
tion 132.
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Part IV—Accounting Periods and Methods of Accounting
SEC. 41. GENERAL RULE.

The net income shall be computed upon the bhasis of
the taxpayer's annual accounting period  (fiscal year or
calendar year, as the eaze may be) in accordance with the
method of accounting regularly employed in keeping the
hooks of such taxpayer; nt if no snch method of acconnting
has been so employed, or if the method employed does not
clearly reflect the income, the computation shall he mado in
accordance with such method as in the opinion of the Com-
missioner does clearly refleet 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 rot keep books, the net income
shall be computed on the basis of the ealendar vear. (For
use of inventorics, sec section 22 (c).)

SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME
INCLUDED.

The amount of all items of gross income shall be in-
cluded in the gross income for the taxable year in which
received by the taxpayer, unless, under methods of account-
ing permitted under section 41, any such amounts are to

be properly accounted for as of a different period.
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SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS
TAKEN,

The deductions and credits provided for in this title
shall be taken for the taxable year in which “ paid or
accrued ” or “paid or incurred ", dependent upon the
method of accounting upon the basis of which the net income
is computed, unless in order to cleatly reflect the incowme
the. deductions or credits should be taken as of a different
period.

SEC. 4. INSTALLMENT BASIS,

(n) Deaners 1N DPersoNan  ProperTy.—Under
regulations preseribed by the Commissioner with the ap-
proval of the Secretary, a person who regularly sells or
otherwise disposes of personal property on the instaliment
plan may return as income therefrom in any taxable year
that proportion of the installment payments actually reccived
in that year which the gross profit realized or to be realized
when payment is completed, bears to the total contract price.

(b) SaLes oF REALTY AND CASUAL SALES OoF PER-
SONALTY,—In the case (1) of a casual sale or other casual
disposition of personal property (other than property of
a kind which would properly be included in the inventory
of the taxpayer if on hand at the close of the taxable

year), for a price exceeding $1,000, or (2) of a sale or
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other disposition of real property, if in ecither case the initial
payments do not exceed 40 per centum of the selling
price, the income may, under regulations preseribed by the
Commissioner with the approval of the Sceretary, be re-
turned on the basis and in the manner above preseribed
in this section.  Ax used in this section the term * initinl
payments ” means the payments received in cash or prop-
erty other than evidenees of indebtedness of the purchaser
during the taxable period in which the sale or other
disposition is made.

(¢) CHANGE ¥FROM ACCRUAL TO INSTALLMENT
Basis.—If a taxpayer entitled to the benefits of subsection
(n) eleets for any taxable year to report his net income
on the installment basis, then in computing his income
for the year of change or any subsequent year, amounts
actually reccived during any such year on account of sales
or other dispositions of property made in any prior year
shall not be excluded.

(d) Gaix on Louss urox DIsrosiTioN or INSTALL-
MENT OBLIGATIONS.—1f an installment obligation is satisfied
at other than its face value or distributed, transmitted, sold,
or otherwise disposed of, gain or loss shall result to the
extent of the difference between the basis of the obligation
and (1) in the case of satisfacti(;n at other than face value or

a sale or exchange—the amount realized, or (2) in case
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of a distribution, transmission, or disposition otherwise than
by sale or exchange—the fair market value of the obliga-
tion at the time of such distribution, trunsmission, or dis-
position. The basis of the obligation shall he the excess
of the face value of the obligation over an amount cqual
to the income which would be returnable were the obligation
satisfied in fll,  This subscetion shall not apply 1o the
transmission al death of tustallment obligations if there s
filed with the Commissioner, al such lime as he may by
requlation. preseribe, a bond in sueh amonnt and with such
surclies as he may deem neeessary, conditioned wpon the
return ax income, by the pevson rveceiving any payment on
such obligations, of the same proportion of such payment as
would he returaable as iucome by the decedent if he had
lived and had received such payment.

SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

In any case of two or more trades or businesses
(whether or not incorporated, whether or not organized in
the United States, and whether or not afliliated) owned or
controlled dircetly or indirectly by the same interests, the
Comumissioner is authorized 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
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evasion of taxes or clewrly to refleet the income of any of
sneh trades or businesses,
SEC. 46. CHANGE OF ACCOUNTING PERIOD,

If a taxpayer changes his accounting period from fiseal
year to calendar year, from calendar year to fiseal yenr,
or from one fiscal vear to another, the net income shall, with
the approval of the Commissioner, be computed on the basis
of such new accountivg period, subject to the provisions of
gection 47,

SEC, 47. RETURNS FOR A PERIOD OF LESS THAN TWELVE
MONTHS.

(n) RETURNS POR SuorT PERIOD RESULTING FROM
Cuaxae or AccouNrtiza Prrion.—If a taxpayer, with
the approval of the Commissioner, changes the basis of com-
puting net income from fiscal year to ealendar year a sepa-
rate return shall he made for the period between the close
of the last fiscal year for which retarn was made and the
following December 31, If the change is from calendar
vear to fiscal yvear, a separate return shall be made for the
period between the close of the last calendar year for which
return was made and the date designated as the close of
the fiscal year. If the change is from one fiseal year to
unother fiscal year a separate return shall be made for the
period between the close of the former fiscal year and the

date designated as the close of the new fiscal year.
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(b) Incomk Compuren oN Basis or Snorr Pe-
RIOD,—~—Where a separate return is made under subsection
(a) on acoount of a change in the accounting period, and
in all other cases whero a separate return is required or per-
mitted, by regulations prescribed by the Commissioner with
the approval of thie Becretary, to be made for a fractional
part of a year, then the income shall be computed on the
basis of the period for which separate return is made.

(c) INcOMB PLAOED ON ANNUAY BAsis.—If a sepa-
rate return is mado under subsection (a) on account of a
change in the accounting period, the not income, computed
on the basis of the period for which separate return is: made,
shall be placed on an annual bagis by multiplying the amonnt

thereof by twelve and dividing by the number of months

- included in the period for which the separate roturn is made.

The tax shall be such part of the tax computed on such an-
nual basis as the number of months in such period is of
twolve months.

(d) Cariral NET GAINS AND Losags—BARNED IN-

-00ME.—The Commissioner with the approval of the Secre-

tary shall by regulations prescribo the method of applying
tho provisions of subsections (b) and (¢) (relating-to com-
puting income on the basis of 4 short period, and placing
such \inoome on an annual basis) to cases where the tax-

J. 1183754
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payer makes a separate return ander subsection  (a) on
account of a chauge in the accounting period, and it appears
that for the period for which the return is so made he has
derived a capital net gain, or sustained p capital net loss,
or received earned income,

(e) RebucrioN or Cremirs AcGaINsT Ner IN-
COME.~—In the case of a return made for a fractional part
of a year, except a return made under subsection (a), on
acoount of a chauge in the accounting period, the personal
exemption and credit for dependents—eud the speeifie eredit
for corporations; shall be reduced respectively to amounts
which bear the same ratio to the full credits provided as
the number of months in the period for which return is
made bears to twelve months,

(f) CrosiNG oF TaAxABLE YEAR IN CASR OF JROP-
ArbY.—For closing of taxable year in case of jeopardy, see
section 4% 146.

SEC. 48. DEFINITIONS.

When used in this title—

(a) TaxABLE YEAR—‘ Taxable year” means the
calendar year, or the fiscal year ending during such calendar
year, upon the basis of which the net income is computed
under this Part. ‘ Taxable year” includes, in the case
of a return made for a fractional part of a year under the
provisions of this title or under regulations prescribed by
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the Commissioner with the approval of the Secretary, the
period for which such return is made. The first taxable
year, (o be called the taxable year 098 1952, shall be the
calendar year 4888 1932 or any fiscal year ending during
tho calendar yoar 4028 1952,

(b) Fisoan YRaAr.—‘ Fiscal year” means an ao-
counting poriod of twelve mouths ending on the last day
of any month other than Decembor.

(o) Pam, INoUuRrrED, AOCRUED.—The terms * paid
or inourred ” and “ paid or acorued ”’ shall be construed’
according to the method of aocounting upon the basis of
which the net income is computed under this Part.

Part V—Returns and Payment of Tax
SEC. §1, INDIVIDUAL RETURNS,

(a) RrQUIREMENT.—The following individuals shal)
each make under oath a return stating specifically the items
of his gross income and the deductions and credits allowed
under this title——

(1) Every individual having a net income for
the taxable year of $1;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
aud living with husband or wife; and
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(3) FKvery individual having a gross income for

the taxable year of $5,000 or ovor, regardless of the
amount of his net income,

(b) Hussaxp axp Wirk——1f a husband and wife
living togethier have an aggregate net income for the taxable
year of $8;608 $2,500 or over, or an aggregute gross income
for such year of §5,000 or over—

(1) KEach shall make such a return, or

(2) The income of each shall be included in a
single joint return, in which case the tax shall be com-
puted on the aggregate income.

(¢) PresoNs Unbprr Disaminiry.—If the taxpayer is
unable to make his own return, the return: shall bo made by
a duly authorized agont or by the guardian: or other person
charged with the care of the person or property of such
taxpayer.

(d) Fmuoraries.—For returus to be made by fiduai-
aries, see scction 348 742,
8EC. 82. CORPORATION RETURNS,

(a) REQUIRBMENT.—Every corporation subject to
taxation under this title shall make a return, stating spe-
cifically the items of its gross income uud the deductions and
credits allowed by this title. The return shall be sworn to
by the president, vice president, or other principal officer

and by the treasurer or assistant treasurer. In cases where
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receivers, trusteos in bankruptoy, or assignees are operating
the property or business of corporations, such receivers,
trustees, or assignees shall make returns for such corpora-
tions in tho same mwannor and form as corporations are
required to mako returns.  Any tax due on the basis of such
returns made by reccivers, trustecs, or assignees shall be
collected in the same manner as if collected from the corpora-
tions of whose business or property they have custody and
control.

(b) ConsorLDATED RreTunrns.-—For provision as to
consolidated returns of wfliliated corporations, see sections
444 and 448 scclion 141.

SEC. 53. TIME AND PLACE FOR FILING RETURNS.

(a) Tiug ror FILING.—

(1) GRNERAL RULE.—Returns made on the
basis of the calendar year shall be made on or before
the 16th day of March following the close of tho
calendar year.. Returns made on the basis of a fiscal
year shall be made on or bofore the 15th day of thy
third month following the close of the fiscal year.

(2) ExTBNSION OF TIME.~—~The Commissioner
may grani a reasonable extension of time for filing
returns, under such rules and regulations as he rhall
presoribe with the approval of the Secretary. Except’
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in the casc of taxpayers who are abroad, no such eten

sion shall be for moro than six months,

(b) To WuoM RRTURN MADE.~—

(1) Inpivibuvars.—Returns (other than cor-
poration returns) shall be mado to the collector for the
district in which is located tho logal residenoe or prmn-
vipal place of business of the person making the return,
or, if he has no lugal residence or principal placo of
business in the United States, then to the collector at
Baltimore, Maryland.

(2) CorroraTIONS.—Returns of corporations
shall be made to the collector of the district-in which
is. located the principal place of business or principul
offico or ngency of the corporation, or, if it has no
principal place of business or principal office or agency
in the United States, then to the collector at Baltimore,
Maryland.

8EC. 54. RECORDS AND SPECIAL RETURNS.

(a) By Taxpeaver.—Every person liable to any tax
imposed by this title or for the collection thereof, shall keep
such records, render under oath such statements, make such
returns, and comply with such rules and regulations, as

the: Commissioner, with the approval of the Becretary, may

from time to time prescribe,
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(b) To DrrerMixg liAniiTY 170 TAX.~—~Whenever
in the judgment of the Commissioner necessary he may
require any person, by notice sorved upon him, to make a
return, render under oath such statements, or keep such
records, as tho Commissioner deems sufficient to show
whether or not such person is liablo to tax under this title.

(¢) INPORMATION AT THR SOUROCE.—For require-
ment of statements and returns by one person to assist in
determining the tax linbility of another porson, seo sections
148 to 164 147 0 150.

BEC. 88 PUBLICITY OF RETURNS.

Returns made under this title shall be open to inspeo-
tion in the same manner, to the same extent, and subject to
the same provisions of law, including penalties, us returns
made under Title 1I of the Revenue Act of 1926,

SEC. 56. PAYMENT OF TAX.

(a) TiME OF PAYMENT.—The total amount of tax
imposed by this title shall be paid on the fifteenth day of
March following the close of the calendar year, or, if the
return should be made on the basis of a fiscal year, then on
the fifteenth day of the third month following the close of
the fiscal year.

(b) INsTALLMENT PAYMENTS.—The taxpayer may
elect to pay the tax in four equal installments, in which case
the first installment shall bo paid on the date prescribed for
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the payment of the tax by the taxpayer, the second install-
ment shall be paid on the fifteenth dny of the third month,
the third installment on the fifteenth day of the sixth wonth,
aud the fourth installiient on the fifteenth day of the ninth
month, after such date. 1f any installment is not paid on
or before the date fixed for its payment, the whole amount
of the tax unpaid shall be paid upon notice and demand
from the collector.

(c) EXTENSION OF TIME FOR PAYMENT.—At the
request of the taxpayer, the Commissioner may extend the
time for payment of the amount determined ns the tax by
the taxpayer, or any installment thercof, for a period not
to exceed six months frum the date preseribed for the: pay-
ment of the tax or an installment thereof. In such case
the amount in respect of which the extension is granted
shall be paid on or before the date of the expiration of the
period of the extension.

(d) VOLUNTARY ADVANCE PAYMENT.—A tax im-
posed by this title, or any installment thereof, may be paid,
at the election of the taxpayer, prior to the dato prescribed
for its payment.

(e) ApvaNCE PAYMENT IN CASE OF JROPARDY.—
For advance payment in case of jeopardy, see section 14%
146,
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(f) TAx WiTaHHELD AT BOURCE.~—For requirement of
withholding tax at the source in the case of nonresident
alicus and foreign corporations, und in the case of so-culicd
“ tax-free covenant bonds,” sce scctions 444 and 449
143 and 144.

(8) FraorioNaL Paxrs oF CENT.—In the payment
of any tax under this'title a fructional part of a cent shull
be disrogarded unless it amounts to one-half cent or more,
in which case it shall be increased to 1 cent.

(h) Recerprs.—Every collector to whom any pay-
ment of any income {ax is made shall upon request give to
the person making such paynient a full writtén or printed

receipt, stating the amount paid and the particular aceount

for which such payment was made; and whenever any

debtor pays taxes on account of payments made or to be
made by him to separate creditors the collestor shall, if
requested by such debtor, give a separate receipt for the

tax paid on account of each creditor in such form that the

- debtor ‘can conveniently produce such receipls separately

to his several creditors in satisfaction of their respeciive
demands up to the amounts stated in the receipts; and
such receipt shall be sufficient 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
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may, upon giving to his debtor a full written receipt
acknowledging the payment to him of any sam actually
paid and accepting the amount of tax paid as aforesaid
(specifying the same) as a further satisfaction of the delt
{o that amount, require the surrender to him of such collee-
tor's receipt.
SEC. §7. EXAMINATION OF RETURN AND DETERMINATION
OF TAX.

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

SEC. 58. 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, sec Supplement M.

(b) For criminal penslties for nonpayment of tax or
failure to filo return therefor, see section +46 145.

SEC. §9. ADMINISTRATIVE PROCEEDINGS,

For administrative proceedings in respect of the.non-
payment 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 additionge
to tax.
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(c) Supplement N, relating to clnims against trans-
ferees and fiduciaries.

(d) Bupplement O, relating to overpayments.

Part Vi—Miscellaneous Provisions
SEC. 61. LAWS MADR APPLICABLE,

All administrative, special, or stamp provisions of law,
inoluding the law relating to the assessment of taxes, so far
as applicable, are hereby extended to and made a part of
this title,

SEC. 62. RULES AND REGULATIONS,

The Commissioner, with the approval of the Secretary,
shall prescribe and publish all needful rules and regulations
for the enforcement of this title.

BEC. §3. TAXES IN LIEU OF TAXES UNDER 1036 1928 ACT.

The taxes imposed by this title shall be in lieu of the
corresponding taxes imposed by Tide I of the Revenue
Aot of 1036; in accordance with the following table: the
sections of the Revenue Act of 1928 bearing the same

numbers.

Sees: Hoand 2t ... .. inbeweof _. ... ... ...... 216
43.-..'..-' ------------ i‘M.‘unh-yf ----- roorn sw?m

.................. inbeweof _.___._.___.___
Soea 50 ond 804 ... inliev of, ...... Seees: 343 and 246
S inbiewof. . .. .. . ... L. 890

of Seer 310
A mm ------------------ bhﬂ?‘o«b»y nnnnn e, %’mJ
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SEC. §4. SHORT TITLE.

This title may be cited as the “ Income Tax Act ol
1928 1933.”

SEC. 6. EFFECTIVE DATE OF TITLE.

This title shall take effect as of January 1, $938 1932,
except that sections 48 145 and 486+ 150, and this section,
shall take offect on the enuotment 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 Casr oF Caritan Ner Gain.——In the
case of any taxpayer, other than a corporation, who for
any taxable year derives a cupital net gain - (as hereinafter
defined in this section), there shall, nt the election of the
taxpayer; be levied, collected, and paid, in.lieu of all othor
taxes imposed by this title, a tax determined as follows: a
partial tax shall first be computed upon the basis of the
ordinary net income at the rates and in the manner as if this
section had not been enacted and the total tax shall be this
amount plus 124 per centum: of the capital net guin.

(b) Tax vy CasE oF CaritaL Ne Loss.—In the
case of any taxpayer, othier than a corporation, who for
any taxable year sustains a capital net loss (as hereinafter

defined in this section), there shall be levied, collected, and



a1

4 paid, in licu of all other taxes imposed by this title, a tax

«

S ® 3 & & B W

determined as follows: a partial tax shall first be com-
puted upon the basis of the ordinary not income at the
rales and in the manner as if this section had not been
cnacted, and the total tax shall be this amount minus 12}
per oentum of the capital net loss; but in no case shall the
tax of a taxpayer who has sustained n capital net loss be
less than the tax computed without regard to the provisions
of this section,

(¢) DxriNITIONS.~For the purposes of this titlo—

(1) “Capital gain” means taxable gain from
tho sale or exchange of capital assets consummated after
December 31, 1921.

(2) “ Capital loss” means deductible loss re-
sulting from the sale or exchange of capital assets.

(8) “ Capital deductions ”’ means such deductions
as are allowed by section 23 for the purpose of com-
puting. net income, and are properly allocable to or
chargeable against capital assets sold or exchanged
during the taxable year.

(4) “Ordinary deductions ”’ means the deductions-
.allowed hy section 23 .other .than ocapital losses and.
capital deductions.

(6) “ Capital net gain ' means the excess of the-
‘total amount of capital gain over the sum of (A) the-
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capital deduotions and capital losses, plus (B) the
amount, if any, by which the ordinary deductions ex-
ceed the gross income computed without including
capital gains,

(8) “ Capital net loss ™ means the oxcess of the
sum of the capital losses plus the capital 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 excluding ull 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
inventory of the taxpayer if on hand at the close of
the taxable year, or property held by the taxpayer
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 exohanged, if under.
the provisions of section 113, the property re-
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oceived 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 such
property was held by any other person, if
under tha provisions of section 118, such prop-
erty 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 it would have
in the hande 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 title or under the provisions ef
seetion 203{e) of the Revenue Aet of 1634 or
3088 Act or the Revenue Act of 1928, there shall
be included the period for-which he held the stock
or securities in-the distributing corporation prior
to. the receipt of the stock or securities upon such
distribution;
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(D) In determining the period for which
the tazpayer has held stock or securities the
ucquisition of which (or the coniract or option to
acguire which) resulted in the nondeductibility
(under section 118 of this Act or the Revenue Act
of 1988, relating to wash sales) of the loss from
the sale or other disposition of substantially
identical stock or securities, there shall be included
the period fur which he held the stock or securities
the loss from tie sale or other disposition of which
was not deductible.
(1) CoLLECTION AND P.YMBNT OF TAX.—The total
tax determined - under subsection - (a) or (b) shall be col-

.lected and. paid in the same manner, at the same time, and

subject to the same provisions of law, .inoluding penalties,
as other taxes under this title.
SEC. 102, SALE OF MINES AND OIL OR GAS \VELLS,

(a) In tlie case of & Lona fide sale of mines, oil or
gas wells, or any interest therein, where the principal value
of the property has been demonstrated by prospecting or
exploration. and discovery work done by the taxpayer, the
portion of the tax iinposed by.section: 12 of: this title attrib-
utzble. to such sale shall not: exceed: 16 per centum of the
selling price of such property or interost.
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1 (b) For limitation to 12§ per contum rate of tax, see
2 seotion 101.

3 BS8EC. 103. EXEMPTIONS FROM TAX ON CORPORATIONS.

4 The following organizations shall be exempt from taxa-
5 tion under this title—

8 (1) Labaor, agricultural, or horticultural organiza-
i tions;

8 (2) Mutual savings banks not having a capital
9 stook represented by shares;

10 (3) Fraternal beneficiary societies, orders, or
11 associations, (A) operating under the lodge system
12 or for the exclusive bencfit of the members of a fra-
13 ternity itself operating under the lodge system; and
14 (B) providing for the payment of life, sick, accident,
15 or other bonefits to the members of such society, order,
16 or association or their dependents;

17 (4) Domestic building and loan associations sub-
1R stantially all the business of which is confined to mak-
19 ing loans to members; and cooperative banks without
20 capital stock organized and operated for mutual pur-
21 ‘poses and without profit;

22 (5) Cemetory companies owned and operated
25 exclugively for the benefit of their membors or which
24 are not operatod for profit; and any corporation char-

J. 118876——5
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tered solely for burinl purposes as a cemetory corpora-
tion and not permitted Ly its charter to engago in any
business not necessarily incident to that purpose, no
part of the nct earnings of which inures to the benefit
of any private shareholder or individual;

(8) Corporations, and any 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 nat earnings of which inures
to the benefit of any private shareholder or individual;

(7) Business leagues, chambers of commerce, real
estate boards, or boards of trade, not organized for
profit and no part of the net earnings of which inures
to the benefit of any private sharcholder or individual;

(8) Civie leagues or organizations not organized
for profit but oporated exclusively for the promotion
of social wellare, or local associations of employees, the
membership of which is limited to the employees of a
designated person or persous in a particular munici-
pality, and the net earnings of which are devoted ex-
clusively to charitable, educational, or recreational pur-
poses

(9) Clubs organized and operated exclusively for

pleasure, recreation, and other nonprofitable purposes,
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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 moro
of the income consists of amounts collected from mem-
bers for tﬁe sole purposo of meeting losses and ox-
penses;

HH) Farmen' or other mutonl hail; evclone;
ensialby; oF fire insuranee companien or asseeinbions
the ineente of which is used or held for the purpose of
paying lomses or expenses

(11) Mutual hail, cyclone, casualty, or fire insur-
ance compunies or associations (including interinsurers
and reciprocal underwriters) of the type commonly
known as  farmers ", “ county ", “ town ", or * local *
mutuals, the income of which is used o held for the
purpose of paying losses or expenses;

(12) Farmers’, fruit growers’, or like associations
organized and operated on a cooperative basis (a) for
the purpose of marketing the products of members or
other producers, and turning back to thent'the proceeds
of sales, less the neccssary marketing expenses, on_the
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basis of either the quantity or the value of the produets
furnished by them, or (b) for the purpose of pwichas-
ing supplies and equipment for the use of members or
other persons, and turning over such supplies and
equipment to them at aciual cost, plus necessary ex-
ponses.  Exemption shall not be denied any such
asruciation because it has capital stack, if the dividend
rate of such stock is fixed at not to .excoed the legal
rate of interest in the State of incorperation or 8 per
ceatum per unnum, whichever is greater, on the value
of the consideration fur which the stock was issued, and
if substantinlly all such stock (other than nonvoting
preferred stock, the owners of which are wot entitled
or permitted to participate, directly or indirectly, in the
profits of the association, upon dissolution or otherwise,
beyond the fixed dividonds) is owned by producers
who market their products or purchase .their supplies
and ecquipment through the association; nor shall
excmption be denied any such associntion because there
is accumulated and maiutained by it & resorve required
by State law or a reasonuble reserve for any necessary
purpose. Such an association may market the pred-
ucts of nonmembers in an amount the valpe of which
does not axceed the value of the products marketed for
members, and may purchase supplis and equipment
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for nonmembers in an aniount the value of which does
not oxcoed the value of the supplics and equipment
purchased for mombers, provided the value of the pur-
chases mado for persons who are neither members nor
producers does not exceed 15 por centum of the value
of all its purchases;

(18) Corporntions organized by an associntion
oxempt under the provisions of paragraph (12), or
members thoreof, for the purpose of financing the
ordinary crop operations of such members or other
producers, and operated in conjﬁnction with such usso-
ciation. Exemption shall not be denied any such cor-
poration because it has capital stock, if the dividend
rate of such stock iv fixed at not to exceed the legal
rate of interest in the State of incorporation or 8 per
centum per anmnn, whichover is greater, on the valuy
of the consideration for which the stock was issued,
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
otlierwise, beyond the fixed dividends) is owned by
such association, or members thereof ; nor shall exemp-
tion be denied any such corporation because there is

recurmulated and muintained by it a resezve required
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by State law or a reasonable reserve for any necessary
purpose;

(14) Corporations organized for the exclusive
purpose of holding title to property, collecting income
therefrom, and turning oyer the entire amount thereof,
less expenses, to an organization which itsell is exempt
from the tax impored by this title;

(15) Federal lund banks, national farm-loan as-
sociations, and Federal intermedinte eredit bunks, as
provided in the Federal Farm Loan Aet, ns amended;

(16) Voluntary cmployees’ beneficiary associa-
tions providing for the payment of life, sick, accident,
or other bencfits to the members of such association
or their dependents, if (A) no part of their net earn-
ings inures (other than through such payments) to the
benefit of any private sharcholder or individual, and
(B) 85 per centun or more of the income consists of
amounts collected from members for the sole 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 consigts. solely of

amounts received from public taxation, amounts re-
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ceived from assessments upon the teaching salaries
of members, aud income in respect of investments.
SEC. 104, ACCUMULATION OF SURPLUS TO EVADE BUR.
TAXES,

(n) If any corporation, however created or organized,

~i8 furmed or availed of for the purpuse of prevonting the

imposition of the surtax upon its sharcholders through the
medium of permitting its gains and profits to nceumulate
instead of being divided or distributed, there shall be levied,
collected, and paid for each tasable year upon the net income
of such corporation a tax equul to 50 per contum of the
amount thereof, which shall bo in addition to the tax imposed
by section 18 and shall be computed, collocted, and paid
upon the same basis and in the same manner and subject
to the same provisions of law, including pemaltics, 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 ressonable needs of the
business, shall be prima facie evidence of a purpose to escape
the surtax,

(c¢) As used in this section the term * net income ”
means the net income as defined in seetion 21, increased by

the sum of the amount of the dividend deduction allowed

nder section 23 (p) and the amount of the intcrest on
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obligations of the United Btates 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 shall not apply
if all the shareholders of the corporation include (at the
time of filiug 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
as a dividend received. Any subsequent distributior made
by the corporation out of the earnings or profits for such
taxablo year shall, if distributed to any shareholder who has
so included in his gross income his distributive share, be
exempt from tax in the amount of the share so included.
SEC. 105. TAXABLE PERIOD EMBRACING YEARS WITH DIF-

FERENT LAWS.

If it is necessary to compute the tax for a period begmn-
ning in one calendar year (lereinafter in this séction called
“ first calendar year ) and ending in the following calendax’
year (hercinafter ifn this section called * second calenday-
year ) and the law applicable to the second calétrdar yedy
is different from the law applicable to the first calendar year;
then the tax under this title for the period ending during the
second calendar year shall he the sum of: (1) the same
proportion of a tax for the entire period, determined dnder
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the law applicable to the first calendar year and at the rates
for such yenr, which the portion of such period falling within
the first calendar yvear ix of the entire period; and (2) the
samo proportion of u 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 sach period
falling within tho second ecalondar yenr is of the entire
period.

Sapplement B-—Computation of Net Income

[Supplementary to Subtitle I8, Part 1I]

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

(a)  CompuraTION OF (GAIN OR LOBS.—Except as
hereinafter provided in this section, the gain from (he sale
or other disposition of property shall be the excess of the
amount realized therefrom over the basis previded in section
H3; end adjusted basis provided in section 118(b), and
the loss shall be the excess of such basis over the amount
realized.

45} ADsusEMENE OF Basis—1In computing the
amotnt of gain or loss under snbseetion {a)—

1) Proper adjustinent shell be mnde for any
expenditure; reeeipt; loss; or other item; propesiv
chargeable to eapital aecount; and

<2} The basis shell be diminished by the mnount

- of the deduetions for exheustion; wear and teay; ob-



0
14

1]

13
14

16
17
18
19
20

()
[

183
o

24
25

74
solescence; amortization; and depletion wlhich have
since the requtisiton of the property been alowalle in
respeet of wieh property under this Aet or prior income
e lawss bub in no ease shnll the amonnd of the diming-
Hon in respet of dopletion exceod n dopletion deduetion
eompitted withoub reforence to diseovery walue under
section HH-(h)-{3) or to percentage depletion under
seetion H4{b)(8)= Tn ndditien; if the preperty was
aequired before March 45 1843; the basis (H other than
the fair markes value as of Mareh 4; 31048) shall be
dirninished in the ameunt of exhaustion; weer and tear;
sueh date; and
+8) In the ease of stoek the basis shall he dimin-
ished by the amount of distributions previousty made
respeet of sieh stoek; to the extent previded under the
law applicable to the year in which the distribution wes
made:
+e} (b). AxMouNT 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.
{4} (¢) RrcoaN1TIoN or GAIN or Loss.—In the case
of a sale or exchange, the extent to which the gain or loss

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

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

SEC. 112, RECOGNITION OF GAIN OR LOSS.

(a) Guneran Rune.—Upon the sale or oxchange of
property the entire nmnount of the gain or loss, determined
under section 111, shall be recognized, except ag hereinafter
provided in this section,

(b) Exomanaes Soukny 1N Kinp,—

(1) Prorkrry HELD FOR PRODUCTIVE USE OR
INVESTMENT.—No gain or loss shall bo 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 intorest, or other securities or evidences of indebt-
edness or interest) is exchanged solcly for property
of a like kind to bo Leld either for productive use in

trade or business or for investment.
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(2) BTocK 1R RPOCK OF 8AME CORPORATION —
No gain or loss shall be recognized if conmmon stock
in a corporation is exchanged solely for common stock
in the same corporation, or if preferred stock in a
corporation ix exclmpged solely for preferred stock in
the same corporation,

(8) BTOCK FOR STOOK ON REORUANTZATION -~
No gain or loss shall be recognized if stook or securities
in a corporntion a party fo a reorganization are, in
parsnance of the plan of reorganization, exchanged
solely for stock or securities in such corlmm.tion or i
another corporation a party to the reorganization.

(4) SBAME—CAIN OF CORPORATION,—No gain
or loss shall be recoguized if a corporation a party
to a reorganization cxchanges property, in pursuance
of the plan of reorganization, solely for stock or sceuri-
ties in another corporation a party to the reorganization,

(5) TRANSFER TO CORPORATION CONTROLLED
BY TRANSFEROR~—No- gain or loss shall be recognized
if property is transforred to a corporation by one or
more persons solely in exchange for stock or sceurities
in such corporation, and immediately after the exchange
such person or persons arc in control of the corpora-
tion; but in the case of an cxchange by two or mote

persons this paragraph shall apply ounly if the amount
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of the stock and securities received by each is sub-
slantially in proportion to his interest in the property
prior to the exchange,
(e) (AN proM ExcuaNars Nor BorgLY IN KIND,—-

(1) If an exchange would be within the pro-
visions of subsection (b) (1), (2), (8), or (B) of
this section if it wero not for the fact that the property
received in exchange consists not only of property per-
witted by such paragraph to be recoived without the
recognition of gin, but also of other property or money,
then the gain, if any, to the recipient shall be recog-
pized, but in an amount not in exoess of the sum of
such money and the fair market value of such other
property.

(2) Tf a distribution made in pursuance of a plan
of reorganization is within the provisions of paragraph
(1) of this subscction 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
goin recognized under paragraph (1) as is not in ex-
cess of his ratable share of the undistributed earnings
and profits of the corporation accumulated after Febru-
ary 28, 1918. The romainder, il any, of the gain
recognized under paragraph (1) shall be taxed as a

gain from the exchange of property.
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(d) SAME—GAIN OF CorPORATION,—If an exchange
would be within the provisions of subscction (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 received without the
recognition of gain, but, also of other property or money,
then-—

(1) If the corporation recciving such other prop-
erty or monoy distributes it in pursuance of the plan
of reorganization, no gnin to the corporation shall be
recognized from the exchange, hut

(2) If the corporation receiving such other prop-
orty or money docs 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.

(o) Loss ¥rom Exonanaes Nor SonrLy 1IN KIND.—
If an exchange would be within the provisiens of subsec-
tion (b) (1) to (B), inclusive, of this section if it wekre
not for the fact that the property received in exchange coii-
sists not only of property permitted by such paragraph to

be reccived without the recognition of gain or loss, but also
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of other property or money, then no losy from the exchange
shall be recognized.

(f) INvoLuNTARY CONVERSIONS.—If property (us
a result of its destruction in whole or in part, theft or seizure,
or an oxoreise of the power of requisition or condemnation,
or the threat or imminence thereof) is compulsorily or in-
voluntarily converted into property siimilar or related in
service or use to the property so convorted, or into moncy
which i8 forthwith in good fith, under regulations pre-
soribed by the Commissioner with the approval of the Secre-
tary, oxpended in the acquisition of other property similar
or reluted 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 Joss shall be recognized. If any purt
of the money is not so expended, tho gain, if any, shell
be recognized, but in an amount not in excess of the noney
which 'is not so expended.

(g) DisTrinuToN oF STOOK ON REORGANIZA-

rION—1f there is disiributed, in pursuance of a plan of

reorganization, to-n sharcholder in a corporation a party to
the reorganization, stock or sccurities in such corporatioi
or in another corporation a party to the reorganization, with-

out the surrender by such shareholder of stock or seeuritios
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in such a corporation, o gain to the distributee from the
receipt of such stock or securities shall bo recogunized.
(h) SBAME—Errect oN FUuTUrg DISTRIBUTIONS,—
The distribution, in pursuance of a plan of reorganization,

by or on behalf of a corporation a party to the reorganiz-

tion, of its stock or sccurities or stock or socurities in a

corporation a party to the reorganization, if no gain fo the
distribulee from the receipt of such stock or securilies was
recognized by law, shall not be considered a distribution of
carnings or profits within the meaning of section 115 (bh)
for tho purpose of determining the taxability of subsequent
distributions by the corporation.

(1) DeriviTioN 0r RRORGANIZATION.~—As used in
this section and sections 113 and §15—

”

(1) The term ‘‘ reorganization ” means (A) a
merger or consolidation (including the acquisition by
¢aa 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 unother 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 assets to another corporation if immedi
ately after the transfer the trausferor or its stockholders

or both are in .control of the corporation to which the
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assets are transferred, or (C) a recapitalization, or (D)

a mere change in identity, form, or place of organiza-

tion, however effected,

(2) The term ““ a party to a reorganization ” in-
cludes a corporation resulting from a reorganization
and includes both corporations in the ease of an acquisi-
tion by one corporation of at least a majority of the
voting stock and at least a mujority of the total num-
ber of shares of all other classes of stock of another
corporation,

(j) DeriNimox or CoNrron~—As used in this see-
tion the term *“ control ”* menns 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
the corporation.

(k) FOREIGN CORPORATIONS.—In determining the
exlent lo 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 subsection (b)(3), (4),
or (5), or described in so much of subsection (¢) as refers
to subsection (b)(3) or (5), or described in subsection (d)
or (g), a foreign corporation shall not be considered as a
corporation unless, prior lo such exchange or distribution,

it has been established to the salisfaction of the Comimnissioner

J. 118375——6
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that such coechange or distribution is not in pursuance of a
plan having as one of its principal purposcs the avoidance of
FPederal income tares,
8EC. 113, ADJUSTED BASIS FOR DETERMINING GAIN OR

LOSS,

(n) Basis (UNADavsTED) 08 PROPERTY ACQUHRHED
AFPER TibireARy 24 HHB.—The basis for detemnining
the gain or losa from the sale or other dispesition of property
nedqiived after Tebrunry 98 49435 shall be the ecost of such
property ; except that—

(1) INveNrory varuk.—If the property should
have been included in the last inventory, the basis shall
be the last inventory value thereof,

(2) Girr Avrer DEcCEMBER 81, 1920.—If the
property was acquired by gift after December 81,
1920, the basis shall be the same as it would be in
the hands of the donor or the last preceding owner by
whom it was not acquired by gift. If the facts neces-
sary to determine such basis are unknown to the donee,
the Commissioner shall, if possible; obtain such facts
from such donor or last preceding owner, or any other
person cognizant thereof. If the Commissioner finds
it impossible to obtain such facts, the basis shall be
the fair market value of such property as found by

the Commissioner as of the date or approximato date
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at which, according to the best information that the
Commissioner is nble to obtain, such property was
acquired hy such donor or last preceding owner.

(8) TrRANSFER IN TRUST AFTER DECEMBER 81,
1920,—1f the property was acquired after December
31, 1920, by a transfer in trust (other than by a trans-
fer in trust hy a hequest 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 upon such
transfer under the law applicable to the year in which
the (ransfer was made.

(4) Grrr OR "TRANSFER IN TRUST BEFORE
JANUARY 1, 1021~—If the property was acquired by
gift or transfer in trust on or before December 31, 1920,
the basis shall be the fair market value of such property
at the time of such acquisition. 'The provisions of this
paragraph shall apply to the acquisition of such prop-
erty interests as are specified in section 402 (e) of
the Revenue Act of 1921, or in section 302 (f) of the
Revenue Act of 1924 or the Revenue Act of 1920
(relating to property passing under power of appoint-
ment) regardless of the time of acquisition,

(6) ProPErRTY TRANSMITTED AT DEATH.—If

personal property was acquired by specific bequest, or
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if real property was acquired by general or specifio
devise or by intestacy, the basis shall be the fair market
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 his deati to revoke the
trust, the basis of such property in the hands 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.

(6) TAX-FREE EXCHANGES GENERALLY.—If the
property was acquired upon an exchange described in
section 112 (b) to (e), inclusive, 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



16

85

decreased in the amount of loss to the taxpayver 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 seetion 112 (b) 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 hetween the properties (other than
money) received, and for tho 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 stoek
or securitics as the consideration in whole or in part for
the transfer of the property to it.

(7) TRANSFERS TO CORPORATION WHERE CON-
TROL, OF PROPERTY REMAINS IN SAME I'ERSONS,—If
the property was acquired after December 81, 1917,
by a corporation in conncction with a reorganization,
and immediately after the transfer an interest or control
in such property of 80 per eentum 50 per centum or
more remained in the same persons 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 gain

or decreased in tho amount of loss recognized to the
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transferor upon such transfer under 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 securities in a corporation a party
to the reorganization, unless ncquired 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 CONPROBHED BYX
PRANSPEROR PROPERTY ACQUIRED BY ISSUANCE OF
STOCK OR AS PAID-IN SURPLUS.—If tho proporty was
acquired after December 31, 1920, by a eorporntion
by corporation—

(4) by the issuance of its stock or securities
in connection with a transaction deseribed in
section 112(h) (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 stock or sccurities),
then or

(B) us paid-in surplus or as a contribution
{o capilal,

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
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the transferor upon such transfer under the law appli-
cable to the year in which the transfer was made.

(9) Tax-rres pisTRIBUTIONS.—IF the property
consists of stock or securities distributed after December
31, 1923, to a taxpayer in connection with a transac-
tion described in seetion 112 (g), the basis in the case
of the stock in respect of which the distribution was
made shall be apportioned, under rules and regulations
preseribed 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 hasis 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 upon
such conversion, and increased in the amount of gain
or decrensed in the amount of loss to the taxpayer
recognized upon such conversion under the law appli-

cable to the year in which such conversion was made.
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(11) WAsH SALES OF STOCK.~—-If substantially
identieal the property was aequired after Decenber 845
1920; in plice of stoek or securities which were sold
or disposed of and in respect of which loss was net
alowed as r deduetion under seetion HR of this Ael
or under seetion SHHnI{B) er 334(a)-(4); of the
Revene et of 10245 the Revenwe Aet of 1024; o
the Revenue Aet of 1036; the basis in the ease of the
property so nequired shall be the basis in the ease of
the stoek or seetrities so sold or dispesed of; exeept
that i the repurchase price was in excess of the sale
prico sueh basis shall be inereased in the amount of
the difference; or i the repurchase price was less than
the sele price such busis shall be deerensed in the
amount of the difference consists of stock or sccurities
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, velating lo wash sales) of
the loss from the sale or other disposition of substantially
identical stock or securilies, then the basis shall be the
basis of the stock or sccurities so sold or disposed of,
increased or (Iccr;’ascd, as the case may be, by the
difference, if any, between the price at which the prop-

erty was acquired and the price al which such substan-
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tially identical stock or securitics were sold or otherwise
disposed of.

(12) Prorerey ACQUIRED DURING  AFFILIA-
TION.—In the ease of property acquired by a corpora-
tion, during a period of aflilintion, from a corporation
with which it was aflilinted, the basis of such property,
after such period of afliliation, shall be determined, in
accordance with regulations preseribed by the Com-
missioner with the approval of the Sceretary, without
regard to inter-company transactions in respect of
which gain or loss was not recognized. TFor 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
am;licnble 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 in case of
property acquired by a corporation during any period,
in the taxable year 1929 or any subsequent taxable
year, in respeet of which a consolidated return is made
by such corporation under section 141 of this Act or
the Revenue et of 1928, shall he determined and

adjusted in accordance  with regulations preseribed
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1 under section 141 (h) of this Aet or the Revenue Aet of
9 1928.
8 48) (13) Prorerey AcQuined Brrore Manren |,
4 1913 —Fhe basis for determining the gain or loss frem the
b oale or other disposition of property aeqtiired hefore Mareh
8 + 1843; shell be:
7 1) the eost of vich property {or; in the ease of
8 seh property ns iy deserthed in subseetion {a)
9 {4} {6)5 or {12} of this section; the basis as therein
10 provided); of
11 42) the fair mnrket valio of sueh property as of
12 March 45 435
13 whichover is grentor: In the case of property acquired
14 before March 1, 1913, if the basis otherwise determined under
15 this subscction, adjusted as provided in subsection (b}, is
16 less than the fair market value of the properly as of March
17 1, 1913, then the basis shall be such fair market value. In
18 determining the fair market value of stock in a corporation
19 as of March 1, 1913, due regard shall be given to the fair
20 market value of the assets of the corporation as of that date.
21 (b) ApJustep Basis.—The adjusted basis for deter-
22 mining the gain or loss from the sale or other disposition of
23  property, whenever acquired, shall be the basis delermined

24 under subsection (a), adjusted as hereinafter provided,
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I (1) GueNenat rvre.—DProper adjustment in
2 respect of the property shall in all cases be made—

3 (A) for expenditures, receipls, losses, or other
4 items, properly chargeable to capital account;

0 (B) in respect of any period since Feb-
6 ruary 28, 1913, for cchaustion, wear and lear,
7 obsolescence, amortization, and depletion, to the
R cetent allowed (but not less than the amount
4 allowable) under this Adet or prior income taz
1¢ laws,  Where for any tacable year prior to the
t tacable year 1932 the depletion alloweance was based
12 on discovery value or a pereentage of income, then
I the adjustment for depletion for such year shall be
14 based on the depletion which would have been
M) allowable for such year if computed without refer-
16 ence to discovery value or a pereentage of income;
17 (C) in respect of any period prior to March
18 1, 1913, for exhaustion, wear and tear, obsoles-
19 cence, amarlization, and depletion, to the extent
2() suslained;
21 (D) in the case of stock (to the extent not
22 provided for in the foregoing subparagraphs) for
2 the amount of distributions previously made which,
24 under the law: applicable to the year in which the

25 disiribution was made, either were tax-free or were
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applicable in reduction of basis (nol including dis-

tributions made by a corporation, which was classi-

fied as a personal service corporation under the

provisions of the Recenue et of 1918 or 1921,

oul of ils carnings or profits which were tacable

in accordance with the provisions of section 218

of the Revenue Act of 1918 or 1921).

(2) Svnstirvred BASis—The term " substi-
tuted basis” as used in this subsection means a basis
determined under any provision of subsection (a) of
this seclion or under any corresponding provision of
a prior income tax law, providing that the basis shall
be determined—

(A) by veference to the basis in the hands of

a lrans/crm', donor, or granlor, or

(B) by reference to other property held at
any time by the person for whom the basis is to
be determined.

TWhenever it appears that the basis of property in the
hands of the taxpayer is a substituted basis, then the
adjustments provided in pm‘agrdph (1) of this sub-
scelion shall be made after first making in respect of
stch substituled basis proper adjustmenls of a similar
nature in respeet of the period during which the prop-

erty was held by the transferor, donor, or grantor, or
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during which the other property was held by the person

for whom the busis is to be determined. A similar rule

shall be applicd in the case of a series of substituted
bases.
SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

(a) Basis ror DerreciaTioN.—The hasis upon
which exhaustion, wear and tear, and obsolescence are to he
allowed in respect of any property shall be the saine as i
provided in seetion H3 adjusted basis provided in section
113(b) for the purpose of determining the guin or loss upon
the sale or other disposition of such property.

(b) Basis FOR DEPLETION,—

(1) GeNeran RULE.—The basis upon which de-
pletion in to be allowed in respect of any property
shall be the same as is provided in seetion 148 adjusted
basis provided in scction 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 {23 end 3} (2), (3), and (4) of this
subsecction,

(2) DISCOVERY VALUE IN CASE OF MINES.—In
the case of mines (other than metal or sul-
phur 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-
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covery or within thirty days therenfter, 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 materinlly 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 inxpayer (computed without
allowance for depletion) from the property upon which
the discovery was made, exeept that in no case shall
the depletion allowance he less than it would be if
computed without reference to discovery value. Dis-
coveries shall include minerals in commercial quanti-
ties contained within a vein or deposit discovered in
an ex{sting mine or mining tract by the taxpayer after
Tebruary 28, 1913, if the vein or deposit thus discov-
ered was not merely the uninterrupted extension of a
continuing commercial vein or deposit alrendy known
to exist, and if the discovered minerals are of sufficient
value and quantity that they conid be separately mined
and marketed at a profit.

(3) PERCENTAGE DEPLETION FOR OIL  AND
aAs WELLS.—In the cuse of oil and gas wells
the allowance for depletion shall he 27% per centum
of the gross income from the property during

the taxable year. Such allowance shall not exceed 50
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per centum of the net income of the taxpayer (com-
puted without allowance for depletion) from the prop-
erty, except that in no case shall the depletion allowance
be less than it would be if computed without reference
to this paragraph.

(4) PERCENTAGE DEPLETION FOR METAL MINES
AND SULPHUR-—The allowance for depletion shall be,
in the case of metal mines, 15 per eentum, and, i the
case of sulphur mines or deposits, 23 per contum, of
the gross income from the properly durving the taxable
year.  Such allowance shall not exceed 50 per centum
of the et income of the taxpayer ( computed without
allowance for depletion) from the property, exeept that
in no case shall the depletion allowance for the tazable
year 1932 or 1933 be less than it would be if computed
without reference to this paragraph. A taxpayer mak-
ing rveturn for the taxable year 1933 shall state in such
refurn, as to each property (ov, if he first makes return
in vespect of a properly for any tarable year after
the tavable year 1933, then in such first veturn), whether
he elects to have the depletion allowance for such prop-
erty for succeeding taxable years computed with or
without refercnce to percentage depletion. The deple-
tion allowance in respect of such property for all suc-

c;ceding tazable years shall be computed according to
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the election thus made. 1f the taxpayer fails to make

such statement in the veturn the depletion allowance for

such property for succeeding tarable years shall be
compuled without veference to percentage depletion,
SEC, 115. DISTRIBUTIONS BY CORPORATIONS.

(a) DreriNrrioN ov DivibeNp.—The term “ divi-
dend ” when used in this title (except in section 203 (a) (4)
and section 208 (c) (1), relating to insurance companies)
means any distribution made by a corporation to its share-
holders, whether in money or in other property, out of its
earnings or profits accumulnted after February 28, 1913,

(b) Sourck or DistrisurioNs.—For the purposes
of this Act every distribution is made out of earnings or prof-
its to the extent thereof, and from the most recently aceumu-
lated carnings or profits. Any earnings or profits accumu-
lated, or increase in value of property accrued, hefore
Mareh 1, 1913, may be distributed exempt from tax, after
the enrnings and profits accumulated after February 28,
1913, have been distributed, but any such tax-free distribu-
tion shull be applied against and reduce the basis of the
stock provided in section 113.

(¢) DISTRIBUTIONS IN LIQUIDATION.—Amounts dis-
tributed in complete liquidation of a corporation shall be
treated as in full payment in exchange for the stock, and

amounts distributed in partial liquidation of a corporation
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shall bo treated as in part or full payment in exchange for
the stock. The gain or loss to the distributce resulting from
such exchange shall be determined undor section 111, but
shall be recognized only to the extent provided in section
112. In the caso of amounte 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-
ered a distribution of carnings or profits within the meaning
of subscetion (b) of this section for the purpose of deter-
mining the taxability of subsequent distributions by the
corporation,

(d) Orner DiSTRIBUTIONS FROM CAPITAL—If any
diztribution (not in partial or complete liquidation) made
by a corporation to its sharcholders is not out of increase
in value of property accrued before March 1, 1913, 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 scetion 113, and if in excess of such
basis, such excess shall he taxable in the same manner as a
gain from the sale or ecxchange of property. The provi-
sions of this sibsection shall alse apply to distributions from
depletion reserves based on the diseovery value of mines:

J. 118375 7
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(¢) DisTriBUTIONS BY PrRsoNal Servick Corro-
RATIONS.—Any distribution mado by a corporation, which
was classified as a personal service corporation under the
provisions of the Revenue Act of 1918 or the Revenuo Act
of 1921, out of its carnings or profits which wore taxable in
accordance with the provisions of section 218 of the Revenue
Act of 1918 or seetion 218 of the Revenue Act of 1921, shall
be exempt from tax to the distributees,

(f) 8r00K DivipENDE.—A stock dividend shall not he
subject to tax.

(g) RepeMpTION OF 8TOCK.—If a corporation can-
cels or redeems its stock (whother or not such stock was
issucd as a stock dividend) at such time and in such manner
as to make the distribution and canccllation 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 carnings or profits accummlated after
February 28, 1913, shall bo treated as a taxable dividend.
In the ease of the eancellation or redemption of sloek net
issired a8 o steck dividend this subseetion shall apply only
if the canecllation or rederaption is made afier January 1;
10236,

(h) DEFINITION OF PARTIAL LIQUIDATION.—AS
used in this section the term * amounts disiributed in partial
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"
liquidation " mecans 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:
Lyrub Seasus—In the ense of an individual eitisen of
the United Sintes; o honn fide nonresident of the Lnited
Biates for more then six months during the tanable year
if such amounts eonstitnte earned income ae defined in see-
Hon 34; but sneh individual shall net be allowed
18 & deduetion from his gross ineome any deduetions properly
nHoeable to or chargenble against mmounts exeluded from

b} (a) TeACHERS IN ALASKA AND HawAll—In the
case of an individual employed by Alaska or Hawaii or any
political subdivision thercof as a teacher in any educational
institution, the compensation received as such, This sub-
section shall not exempt compensation paid directly or
indirectly by the Government of the United States. Sub-
scction (b) of section & of the Act entitled “An Act to pro-
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vide a government for the Tervitory of Hawaii", approved
April 80, 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, 1700 ", approved April 12, 1930 [U. 8. C., Sup. 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 salarics 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 taxablo by the United States in the administra-
tion of the income tax laws,

4¢} (b) IncoMe or Forriay (QovERN MENTS.—The in-
come of foreign governments reccived from investments in
the United States in stocks, honds, 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.

+4d)- (¢) INxcoME OF STATES, MUNICIPALITIES, ETC.—
Income derived from any public utility or the exercise of
any essential governmental function and accruing to any
State, Territory, or the District of Columbia, or any political
subdivision of a State or Territory, or income accruing to
the Government of any possession of the United States, or
any political subdivision thereof.

Whenever any State, Territory, or. the District of
Columbia, or any political subdivision of a State or Terri-
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tory, prior to Septembor 8, 1916, entered in good faith into
a contract with any person, the object and purpose of which
is to acquire, construct, operate, or maintain a publio
wtility—

(1) If by the terms of such contract the tax
imposed by this title is to be paid out of the procoeds
from the oporation of such publio utility, prior to any
division of such proceeds botween the person and tho
State, Territory, political subdivision, or the District
of Columbia, 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 such State, Territory, political subdivision, or the
District of Columbia, then a tax upon the net income
from the operation of such publio utility shall be levied,
assessed, collected, and paid in the manner and at the
rates prescribed in this title, 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 State, Territory, political subdivision, or the



Y 3 & U B W

10
11

13
14
1b
16
17
18
19
20

102

District of Columbia, bears to the amount of the net

income from the operation of such public utility for

such taxable year.

(2) If by the terms of such contract no part of
the proceeds from the operation of the publio utility for
the taxable year would, irrespective of the tax imposed
by this title, accrue directly to or for the use of such
State, Territory, political subdivision, or the District
of Columbia, then the tax upon the net income of
such person from tho operation of such public utility
shall be levied, assossed, collected, and paid in the
manner’ and at the rates preseribed in this title,

{e} (d) BRIDGES TO BE ACQUIRED BY STATR OR
Pouitican 8uspivisioN,—Whenover any State or political
subdivision thereof, in pursuance of a contract to which it is
not a party entered into before the enactment of this Aet the
Revenue Act 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 procceds, 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 Stats
or political subdivision, then a tax upon the net in-
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como from the oporation of such bridge shall be levied,
assessed, collectod, and paid in the manner and at the
rates presoribed in this title, but there shall be re-
funded to such State or political subdivision (under
rules and regulations to bo prescribed by the Commis-
sioner with tho approval of the Secretary) an amount
which bears tho~ same rolation to the amount of the
tax as the amount which (but for the imposition of tho
tax imposed by this title) would have acorued directly
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
bridge 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 such
bridge.

(2) If by the terms of such contract no part of
the proceeds from the operation of the bridge for the
taxable 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 mauner and at the rates pre-
scribed in this title,
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48 (c¢) DivipENDS FROM “ CHINA TRADE Act " CoR-
POBATION.—In the case of a person, amounts distributed
as dividends to or for his benefit by a corporation organized
under the China Trade Act, 1923, if, at the time of such
distribution, he is a resident of China, and the equitable
right to the income of the shares of stock of the corporation
is in good faith vested in him,

{&) (f) SHIPOWNERS' I’ROTRCTION AND INDEMNITY
AsS00IATIONS,—-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 as other persons to the tax upon their net income
from interest, dividends, and rents.

SEC. 117. NET LOSSES,

(a) DeriNiTiON OF “ NET LO88.”—AS$ used in this
section the term * net loss ” means the excoss of the deduc-
tions allowed by this title over the gross income, with tbe
following exceptions and limitations:

(1) NON-BUSINESS DEDUCTIONS.—Deductions
otherwise allowed by law not attributable to the opera-
tion of a trade or business regularly carried on by the
taxpayer shall be allowed only to the extent of the

amount of the gross income not derived from such

trade or business;
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(2) Oarital Losses.—In the case of a tax-
payer other than a corporation, deductions for capital
losses otherwiso allowed by law shall be allowed only
to the extent of the capital gains;

(8) DrrLeTION.—The deduction for depletion
shall not exceed the amount which would bo allowable
if computed without reference to discovery value, or
to pereentage depletion under section 114 (h) (8) or
(4);

(4) Divipenps,—The deduction provided for in
section 28 (p) of amounts received as dividends shall
not be allowed ;

(6) InTEREST.—There shall be included in com-
puting gross income the amount of interest received
free from tax undor this title, decreased by the amount
of interest paid or accrued which is not allowed as a
deduction by section 28 (b) ;

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

(b) NETr Loss As A DepuoTioN.—If, for any taxable
year, it appears upon the production of evidence satisfactory

to the Commissioner that any taxpayer has sustained a net

loss, the amount thereof shall be allowed as a deduction in

computing the net incomo of the taxpayer for the succeeding
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taxuble yvear (hereinafter in this section® called * second
year'”) cand i sneh net b I8 i excens of sheh net ineome
{eompiied withot sueh deduetionn)s the amonnt of sueh
excess shall be nHowed av 0 dedietion i compiting the net
thin secton endled Sthird yenr—}; the deduction in all
cases to be made under regulations preseribed by the Com-

missioner with the approval of the Sceretary.
(c) Carrran Ner (AN o# 088 IN SECOND YRAR.—
) CAPIFAL NRP HO88—H in the seeond year
the taxpayer (other then n corpormtion) susiaing » eap-
#al net loss; the deduetion allowed by subseetion (b)
of this seetion shell firet be applied as n deduction in
eomputing the erdinary net ineome for sueh yearr H
the deduetion is in excess of the erdinary net income
{eemputed without sueh deduetion) then the ameunt
of such exeess shall be allowed a8 a deduetion in eom-
3} CAPIFAL N2 @ARN—1If in the second year
the taxpayer (other than a corporation) has a capital
net gain, the deduction allowed by subsection (b) of
this section shall first be applied as a deduction in com-
puting the ordinury net income for such year, If the
deduction is in excess of the ordinary net income (com-

puted withont such deduction) the amount of such
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cxcess shall next then he applied against the capital net

gain for such year—and if in excess of the eapital net

gein the ameunt of that exeess shall be allowed as »

{d) CarirAnh No? QAN 0B 1,088 1 THRD YRAR—
I any portion of & net loses is allowed ne o deduetion in eom-
of either subseetion (b)- or {e) of this seetion and the tax-
payer {other than o corporation) has in sueh year a eapitel
net gain or a eapitel net loss; then the methed of allewing
sueh deduetion in sueh third year shell be the same a3 pre-
vided in subseetion {e}+

+e} (d) NeT Less Lossks FOr 1036 on 1897 1930 or
1931.—I1f for the taxable year 1926 -or 4097 1930 a
taxpayer sustained a net loss within the provisions of the
Revenue Act of 1826; the 1928, the amount of such net
loss shall not be allowed as a deduction in computing net
income for the twe sueeceding texable years to the same
extent and in the same manner as & uneb loss susiained for
one taxable year is; under this Aet; allowed as a deduction
for the two sueeceding taxable years under this tille. If
for the taxable year 1931 a taxpayer sustained a net loss
within the provisions of the Revenue et of 1928, the
amount of such net loss shall be allowed as a deduction in

computing nct income for the tarable year 1932 to the same
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cxlent and in the same manner as a nel loss sustained for
one larable year is, under this Aet, allowed as a deduction
for the succeeding tucable year,

48 (¢) Fisoan Yrar Reruxrns,—If a taxpayor makes
return for a period beginning in one calondar year (hercinafter
in this subsection called * first calendar year”) and ending
in tho following calendar year (hercinafter in this subsection
called ““ second calendar ycar”’) and tho law applicable to
the second calendar year is different from the law applicable
to the first calendar year, then his net loss for the period end-
ing during the second calendar ycar ghall bo the sum of: (1)
the same proportion of a net loss for the entire period, deter-
mined under the law applicable to the first calendar year,
which the portion of such period falling within such calendar
year is of the entire period; and (2) the same proportion of
a net loss for the ontiro period, determined under the law
appiicable to the sccond calendar year, which the portion of
such period falling within such calendar year is of the entire
period.

SEC. 118 LOSS ON BALE FROM WASH SALES OF STOCK OR
SECURITIES.

(a) In the case of any loss claimed to have been
sustained in from any sale or other disposition of shares of
stock or securities whero it appears that within thirty days
befere or after the date of such sale or other dispesitien the
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that, within a period beginning 30 days before the date of such
sale or disposition and ending 30 days after such date, the
taxpayer has aequired -(otherwise then by bequest or
inheritance) or has entered into a contract or option to
00 aequired is held by the taxpayer for any peried afier such
sale or other disposition; has acquired (by purchase or by
an exchange upon which the entire amount of gain or loss
was recognized by law), or has enlcred inlo a contract or
oplion so lo acquire, substantially identical stock or securities,
then no deduction for the loss shall be allowed under section
28 (e) (2) of this title; nor shall such deduction be allowed
under section 23 (f) unless the claim is made by a corpora-
tion, a dealer in stocks or securities, and with respect to a
transaction made in the ordinary course of its business.
I oueh acquisition or the eontract or option to noquire is to
the extent of part only of sbstentially identieal property;
then only a proportionate part of the less shall be disallowed:

(b) If the amount of slock or sccurities acquired (or
covered by the coniract or option to acquire) is less
than the amount of stock or securities sold or otherwise
disposed of, then the particular shares of slock or securities
the loss from the sale or other disposition of which is not
deductible shall be delermined under rules and regulations



L2 - - T T - - - B

P T
S e W = O

16
17
18
19
20
21
22
23
24
20

110
prescribed by the Commissioner with the approval of the
Secretary.

(c) If the amount of slock or sccuritics acquired (or
vovered by the conlract or oplion lo acquire) is not less than
the amount of stock or sccurities sold or otherwise disposed
of, then the particular shares of stock or securilies the
acquisition of which (or the contract or oplion lo aoquire
which) resulted in the nondcductibility of the loss shall be
determined under rules and regulations presoribed by the
Commissioner with the approval of the Seorelary.

SEC. 119. INCOME FROM SOURCES WITKIN UNITED STATES,

(a) Gross INcOME FroM Soumrcrs IN UNITED
8raTes.—The following items of gross income shall be
treated as income from sources within the United States:

(1) INTERESYT.—Interest on bonds, notes, or
other interest-bearing obligations of residents, corpo-
rate or otherwise, not including—

(A) interest on deposits with persons car-
rying on the banking business paid to persons
not engaged in business within the United States
and not l;aving an office or place of business
therein, or

(B) interest received from a resident alien
individual, a resident foreign corporation, or a

domestic corporation, when it is shown to the satis-
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faction of the Commissioner that less than 20 per
oentum of the gross income of such resident payor
or domestio corporation has been derived from
sources within the United Btates, as determined
under the provisions of this section, for the three-
year period ending with the close of the taxable
year of such payor preceding the payment of such
interest, or for such part of such period as may be
applicable, or

(O) inocome derived by a foreign central
bank of issuo from bankers’ accoptances;

(2) Divibenps,—The amount received as divi-

dends—

(A) from a domestic corporntion other
than a corporation entitled to the henefits of
section 251, and other than a corporation less
than 20 per centum of whose gross income is
shown to the satisfaction of the Comnissioner to
have been derived from sources within the United
States, as determined under the provisions of this
soction, for the three-year period ending with
the close of the taxable year of such corporation
preceding the declaration of such dividends (or

for such part of such period as the corporation
has been in existence), or
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(B) from a foreign corporation unless less
than 50 per centum of the gross income of such
foreign corporation for the three-year period end-
ing with the close of its taxable year preceding
the declaration of such dividends (or for such
part of such period as the corporation has been
in existence) was derived from sources within the

United States as determined under the provisions

of this section;

(3) PERSONAY, BERVIOES,—Compensation for
labor or personal services performed in the United
States;

(4) RENTALS AND ROYALTIES.—Rentals or roy-
alties from property located in the United States or
from any interest in such property, including rentals
or royalties for the use of or for the px'iv'ilego of
using in the United States, patents, copyrights, secret
processes and formulas, good will, trade-marks, trade
brands, franchises, and other like property; and

(5) SALE OF REAL PROPERTY.—(lains, profits,
and income from the sale of real property located in
the United States.

{b) NEer INCOME FROM SOURCES IN UNITED

SrATES.—From the iters of gross income specified in sub-

25 section (a) of this section there shall be deducted the ex-
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penses, losses, and other deductions properly apportioned or
allocatad thereto and a ratable part of any expenses, losses, or
other deductions which can not definitely be allocated to
some item or class of gross income. The remainder, if
any, shall be included in full as net income from sources
within the United States,

(¢) Uross INcoMkE ruom Souroxs WrituHour
UniTED SrATRS,—The following items of gross income shall
be treated as income from sources without the United States:

(1) Interest other than that derived from sources
within the United States as provided in subsection
(a) (1) of this soction;

(2) Dividends other than those derived from
sources within the United States as provided in eub-
section (a) (2) of this scetion;

(8) Compensation for labor or personal services
performed without the United States;

(4) Rentals or royalties from property located
without the United States or from any interest in such
property, including rentals or royalties for the use of
or for the privilego of using without the United States,
patents, copyrights, secret processes and formulas, good
will, trade-marks, trade brands, franchises, and other
like properties; and

J. 118875———=8
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(5) Gains, profits, and income from the sale of
real property located without the United States.

(d) Ner IncoMr rrOM Sourcks WITHOUT UNITED
Srarrs.—From the items of gross income specified in sub-
gection (c) of this section there shall be deducted the ex-
penses, losses, and other deductions properly apportioned
or allocated thereto, and a ratable part of any expenses,
losses, or other deductions which can not definitely be allo-
cated to some item or class of gruss income. The remainder,
if any, shall bo treated in full as net income from sources
without the United States.

(e) INCOME FROM SOURCES PARTLY WITHIN AND
ParrLy WitTHOUT UNITED STATES.—Items of gross in-
come, expenses, losses, and deductions, other than those
spocified in subsections (a) and (c) of this section, shall be
allocated or apportioned to sources within or without the
United States, under rules and regulations prescribed by
the Commissionor with the approval of the Secretary.
Where items' of gross income are separately allocated to
sources within the United States, there shall be deducted
(for the purpose of computing the net income therefrom)
the expenses, losses, and other deductions properly appor-
tioned or allocated thereto and a ratable part of other ex-
penses, losses, or other deductions which can not definitely

be allocated to some item or class of gross income. The
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remainder, if any, shall be included in full as net income
from sources within the United States. In the case of gross
income derived from sources partly within and partly with-
out the United States, the net income may first be computed
by deducting the cxponscs, losses, or other deductions appor-
tioned or allocated thereto and a ratuble part of any expenses,
losses, or othor deductions which can not definitely be allo-
cated to some itoms or class of gross income; and the portion
of such net income attributable to sources within the United
States may be determined by procosses or formulas of
general apportionment prescribed by the Commissioner with
the approval of the Secretary. (ains, profits, and income
from—
(1) transportation or other services rendered
partly within and partly without the United States, or
(2) from the sale of personal property produced
(in whole or in part) by the taxpayer within and 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.  (lains, 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 sale within
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the United States, shall be treated as derived entirely from
sources within the country in which sold, except that gains,
profits, and income derived from the purchase of personal
property within the United States and its sale within a poe-
session of the United States or from the purchase of personal
property within a possession of the United States and ita
sale within the United States shall be treated as derived
partly from sources within and partly from sources without
the United States.

(f) DEFINITIONS.—As used in this section the words
“gale” or “sold” include *“exchange” or * exchanged ”;
and the word “ produced " includes ** created,” * fabricated,”
“ manufactured,” * oxtracted,” * processed,” *cured,” or
“ aged.”

SEC, 120. UNLIMITED DEDUCTION FOR CHARITABLE AND
CTHER CONTRIBUTIONS.

In the case of an individual if in the taxable year and
in each of the ten preceding taxable years the amount of
the contributions or gifts described in section 23 (n) plus
the amount of income, war-profits, or excess-profits taxes
paid during such year in respect of preceding ‘taxable years,
exceeds 90 per centum of the taxpayer’s net income for
each such year, as computed without the benefit of section
28 (n), then the 16 per centum limit imposed by such section
shall not be applicable.
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1 Supplement C—Credits Against Tax

2 (Supplementary to Subtitle B, Part ITI]

8 SEC. 131 TAXES OF FOREIGN COUNTRIES AND POSSES.
4 SIONS OF UNITED STATES.

b (r) ALLOWANOR OF Orkpir.—TFhe If the tazpayer
8 signifies in his return his desire to have the benefils of this
7 section, the tax imposed by this title shall be credited with:
8 (1) CITIZEN AND DOMESTIO CORPORATION,~—In
9 the case of a citizen of the United Btates and of a
10 domestic corporntion, the amount of any income, war-
11 profits, and excess-profits taxes paid or accrued during
12 the taxable ycar to any forcign country or to any
18 possession of the United States; and
14 (2) RESIDENT OF UNITED STATES.—In the case
15 of a resident of the United States, the amount of any
1¢ such taxes pnid or accrued during the taxable year to
17 any possession of the United States; and

IR (83) AVIEN RESIDENT OF UNITED STATES.—In
I} the case of an alien resident of the United States, the
20 amount of any such taxes paid or accrued during the
21 taxable year to any foreign country, if the foreign
22 country of which such alien resident is a citizen or
23 subject, in imposing such taxes, allows a similar credit
24 to citizens of tho United States residing in such country';

25 and
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(4) PARTNERSHIPS AND RSTATES.—In the case
of any such individuel who is & momber of a partner-
ship or a benoficiary of an cstate or trust, his propor-
tionate share of such taxes of the partnership or the
cstate or trust paid or acerned during the taxable year
to a foreign country or to any possession of the United

States, as the case may be.

(b) Limrr ox Crepir.—In no case shall the amount
of ¢redit taken under this section exceed the same propor-
tion of the tax {eemputed on the basis of the taxpuyers net
ineeme without the dednetion of any income; war-profite; or
excess-profite tax any part of which may be allowed te him
ne n evedit by ths seetion), against which such credit is
taken, which the taxpayer’s net income feompited withowt
the deduetion of any such ineome; war-prefile; or exeess-
prefits tax) from sources without the United States bears
to his entire net income {eomputed withowt sueh dedue-
ion}- for the same taxable year.

(c) ADJUSTMENTS ON PAYMENT OF ACORUED
Taxes.—If accrued taxes when paid differ from the amounts
claimed 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 amount of the tax
for the year or years affected, and the amount of tax due
upon such redetermination, if any, shall be paid by the
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taxpayer upon notice and demand by the collector, or

. the amount of tax overpaid, if any, shall be credited or re-

{unded to the taxpayer in accordance with the provisions of
gection 322, In the caso of such a tax acorued but not paid,
the Commissioner as a condition precedent to the allowance
of this credit may require the taxpayer to give a boud with
surcties satisfactory to and to be 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 contain such further conditions
as the Commissioner may require,

(d) Year 1y WaioH Crepit TAKEN.—The credits
provided for in this section 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 taxos
of the foreign country or the possession of the United States
accrued, subject, however, to the conditions prescribed in
subsection (o) of this section. If the taxpayer elects to take
such credits in the year in which the taxes of the foreign
country or the possession of the United States acorued, the
credits for all subsequent years shall be taken upon the
same basis basis, and no portion of any such taxes shall be
allowed as a deduction in the same or any succeeding year.
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(¢) Proor OF OREDITS.—These evedite shall be
allowed only if the inxpayer furnishes ovideneo satisfactory
to the Commissioner showing the ameunt of income derived
from souveen withont the United Biates; and all other infor
motion neeeosary for the verification and compuiation of
ook ovedite: The credils provided in this section shall be
allowed only if the taxpayer establishes to the satisfaction of
the Commissioner (1) the total amount of income derived from
sources without the Uniled States, delermined as provided
in section 119, (2) the amount of income derived from cach
country or possession of the Uniled Slales, the tax paid or
acerued to which is claimed as a credit under this section,
such amount to be determined under rules and regulations
prescribed by the Commissioner with the approval of the
Secretary, and (3) all other information necessary for the
verification and computation of such credils,

(f) Taxes oF ForrigN SussiniArY.—For the pur-
poses of this section a domestic corporation which owns a
majority of the voting stock of a foreign corporation from
which it receives dividends (not deductible under section
23 (p)) in any taxable year shall be deemed 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 respect to the accumulated profits of such foreign cor-
porstion from which such dividends were paid, which the
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amount of such dividends bears to the amount of such
acoumulated profits: Provided, That the evedit allowed to
any domeslie corporation amount of tax deemed fo have been
paid under this subsection shall in no case exceed the same
proportion of the taxes tax against which it is ereditod;
oredit is taken which the amount of such dividends bears to
the amount of the entire net income of the domestio corpora-
tion in which such dividends are included, The term
‘“ acoumnulated 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
acoumulated proﬁts of what year or years such dividends
were paid; treating dividends paid in the first sixty days of
any year as having been paid from the accumulated profits
of the preceding year or years (unless to his satisfaction
shown otherwise), and in other respects treating dividends
as having been paid from the most recently accumulated
gains, profits, or earnings. In the case of a foreign corpora-
tion, the inocome, 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.
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(g) Corrorations TREATED A8 ForgtaN.—For the
purposes of this section the following corporations shall be

treated as foroign corporations:

(1) A corporation ontitled to the benefits of

X A SO D
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section 2561, by reason of receiving a large percentage
of its gross income from sources within a possession of
the United States;

(2) A corporation organized under the China
Trade Act, 1922, and cntitled to the credit provided
10 for in section 261.

D PV 3 D

11 SEC. 133. PAYMENTS UNDER #9536 1928 ACT.

12 Any amount paid before or after the enactment of this
13 Act on account of the tax imposed for a fiscal year beginning
14- in 409% 7931 and cending in 4838 7932 by Title II of the
15 Revenue Act of +836 7928 shall be credited toward the pay-
186  ment of the tax imposed for such fiscal year by this Act, and
17  if the amount so paid exceeds the amount of such tax 'imposed
18 by this Act, the excess shall be credited or refunded in
19 gccordance with the provisions of section 322,

20 Supplement D—Returns and Payment of Tax

21 (Supplementary to Subtitle B, Pait V)

29 SEC. 141, CONSOLIDATED RETURNS OF GORPORATIONS--

23 1939 AND SUBSEQUENT TAXABLE ¥EARS COR-
24 PORATIONS.
95 (a) Privinog 10 FiLE CONSOLIDATED RETURNS.—

26 An affiliated group of corporations shall, subject to the pro-



2
3
4

b

10
1
12
13

138

visions of this section, have the privilege of meking
oonsolidated return for the taxable year 3030 or any subse-
quent taxable yeary in liou of soparate roturns, The making
of a consolidated return shall be upon the condition that all
the corporations which have boen membors of the afliliated
group at any time during the taxable year for which the
roturn is made consent to all the regulations under subsection
(b) (or, in case such regulations are not prescribed prior
lo the making of the return, then the regulations presoribed
under section 141(b) of the Revenue Acl of 1928 in so far as
nol inconsistent with this Act) preseribed 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 a member of the affiliated group for a fractional part
of the year the consolidated return shall include the income of
such corporation for such part of the year as it is a member of
the affiliated group.

(b) RreULATIONS.—The Commissioner, with the
approval of the Secretary, shall prescribe such regulations as
he may deem necessary in order that the tax liability of an
affiliated group of corporations making a consolidated return
and of each corporation in the group, both during and after
the period of affiliation, may be determined, computed,
assessed, collected, and adjusted in such manner as clearly
to reflect the income and to prevent avoidance of tax liability,
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(0) CoMPUTATION AND PAYMENT OF TaX.—In any
vase in which a consolidated return is made the tax shall be
dotermined, computed, assessed, collccted, and adjusted in
acecordance with the regulations under subsection (b) (or, in
case such vegulations are not prescribed prior to the making
of the return, then the vegulations presovibed under section
141(b) of the Revenue et of 1928 in so far as nol incon-
sistent with this Aet) prescribed prior to the date on which
such return is made. Only one speeifie eredit; computed ae
_provided in seetion 38-(h)y shall be allowed in compiting the
¥
(d) DeriNImioN  oF “AFPILIATED GROUP ”,—As
used in this section an * affiliated group ”” means one or more
chains of corporations connected through stock ownership
with a common parent corporation if—

(1) At least 95 por centum of the stock of each
of the corporations (except the common parent oor-
poration) is owned directly by one or more of the other
corporations; and

(2) The common parent corporation owns direotly
at least 95 per centuns of the stock of at least one of the
other corporations.

As used in this subsection tho term *“ stock "’ does not indude
nonvoting stock which is limited and preforrod as to dividonds,
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(e) A consolidated return shall be made only for the
domestic corporations within the afliliated group. An insur
ance company subject to the tax imposed by section 201
or 204 ghall not be included in the same consolidated return
with a corporation subject to the tax imposed by section 48
13, and an insurance company subject to the tax imposed by
section 301 shall not be included in the same consoliduted
return with an insurance company subject to the tar imposed
by section 204,

(f) OmiNA TraDE AOT CORPORATIONS.——A oOOF-
poration organized under the China Trade Act, 1922, shall
not be deemed to bo affiliated with any other corporation
within the meaning of this section.

(g) CorrPorRATIONS DERIVING INCOME FROM POSSES-
BIONS OF UNITED BTATRS.—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
corporation.

(h) SussmiaRY ForMED TO COMPLY WiTH FORRIGN
LAW.—In the case of a domestic corporation owning or con:
trolling, directly or indirectly, 100 per centum of the capital
slock (exclusive of directors’ qualifying shares) of a corpo-
ration organized under the laws of a contiguous foreign



- - I - - I

S bk ek bk ek ek ek et ek fmd e
tscsco-ac:mhwwwa

126
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 a domestic corporation,

(i) SusprNSION OF RUNNING OF STATUTE OF LiMi-
TATIONS.—If a notice under section 272 (a) in respect of n
deficiency for any taxable year is mailed to a corporation,
the suspension 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.

(i) AvrrocaTiON oF INCOME AND DEDUOTIONS.—
For allocation of income and deductions of related trades or
businesses, see section 45.

SEG: 2. GONSOLIDATED RETURNS OF GORPORATIONS—
TAXABLE ¥EAR 1038

o) CONBOLIDATED RETURNS PERMITRID—Corpora-
may; for the taxable year 1038; mako separate returns o
under regulations preseribed by the Cemmissioner with the
approvel of the Seeretary; make o consolidated return of net
tnveme for the purpose of this itle; in which ease the taxes
thereunder shall be eemputed and determined upen tho bueis
of such returs: If relurn for the taxabls yeer 1037 was
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made upen oither of such bases; retum for the tnaxable vear
4098 shall be upen the same beeis unless permission te
change the bauis is granted by the Commissioner

{b) CoMPUPAFION AND PAYMANT 0P Tax—In any
eage i which & tax is awsessod upon the bweis of » eon-
selidated return; the tetal tax shell be computed in the flvw
instanee ro o unit and shall then be assessed upon the respee-
tive efliliatod eorporntions in such preporiions as may be
agreed upen ameng them; or; in the absence of any such
egreement; thon en the basis of the net ineeme properly
assignable to eael There shall be allowed in computing
the ineeme tax only one speeifio eredit computed as provided
in seetion 36-(b)+

+{o) DEPRUTION OF APPEIARION—TFor the purpese
of this peetion two or mere domestie corporations shall be
deemed to be nflilinted (1) i one eorporation owns at least
86 per eentm of the steek of the ether or others; or {3) i
ot Joast OB per eentumn of the stoek of twe o more eorpom-
tions is ewsned by the camme interests: As used in this sub-
seetion the term < stoek = does net inelude nenveting stoek
which is limited and preferred as (o dividends:

+{4) CuEA THADE A0T CORPORATIONS—A eorpor-

be deemed to be affiliated with any other eorperution within
the meaning of this seelion:
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{o) Conronavions Daurving iveodn phed Pes-
sussions oF Unirnd Seasus—For the purposce of this
seelion n corperation entitled 4o the benefite of seolion 361;
by reason of receiving o large pereontage of it income from
possessions of the United Staies; shall be trenled a0 o foreign
COFPOrRON:

) Suepunsion op Rumvune oF SeParurh o8 Lhe-
FAPIONS—I & notico under scetion S¥d-{a) in respeot of &
deficienvy for the taxable year 1038 is mailed {6 o corpor-
tion; the suspension of the munning ef the sletute of limita-
tions; provided in seetion 877 shall apply in the ease of
eorporations with whieh such eorporation made & eonseli-
dated return for such taxable year:

{g) ABHOCATION OF INcOME AND DHBUOTIONH—
For alloention of income and deduetions of related trades or
businesses; see seetion 46:

SEC. 148 142, FIDUCIARY RETURNS.

(a) REQUIREMENT OF RrTURN.—Every fiduciary
(except a receiver appointed by authority of law in posses-
sion of part only of the property of an individual) shall make
under oath a return for any of the following individuals,
entates, or trusts for which he acts, stating specifically the
items of gross income thereof and the deductions and credits
allowed under this title—
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(1) Every individual having a net income for (he
taxable year of $1,800 $1,000 of over; if sitigle, of if
wmarvied and not living with husband or wife;

(3) Every individual having a'tiet incorhe for the
taxable year of $3,600 $2,500 or over, if married and
living with hushand or wife;

(83) Every individual baving a groes 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 $3;600 §1,000 or over;

(5) Every estate or trust the gross income of
which for the taxable year is $5,000 or over, regardloss
of the amount of the net income ; and

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

(b) Jorer Fmuoraries—Under sach regulations as
the Commissioner with the approval of the Secretary may
prescribe & retam made by one of two or more joint fid-
ciaries and filed in the office of the ocolleotor of the distriet
where such fidusiary resides:shall be' sufficient  compliande
with ‘the' above requirement. Such: fiduciary ‘shall make
oath ‘(1) thet he has suficient knowledge. of the affairs of
the individual, estates or trust for which! the: retwrn is mads,

J. 118376—9
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to enable him to make the return, and (2) that the veturn
is, ta the best of his knowledge and beliel, true and correct.

(6) LAw APPLICABLR T0 FIDUCIARIES.—Any fidu-
ciary. required to make a return under this title shall be
subjcct to all the provisions of ]aw which apply to individuals,
SEC. 144 143. WITHHOLDING OF TAX AT SOURCE.

(a) Tax-Frer CoveNANT BONDS,—

(1) RRQUIRKMENT OF WITHHOLDING.—In any
case where bonds, mortgages, or deeds of trust, or
other similar obligations of a.eorpomtion contain a oon-
tract or provision by which the obligor agrees to pay
any portion of the tax imposed by this title upon the
obligee, or to reimburse: the obligee for any portion
of the tax, or to pay the interest without deduction
for any tax which the obligor may be required or per-
mitted to pay thereon, or to retain therefrom under any
law of the United States, the obligor shall deduct and
withhold a tax equal to 2 per centum of the ipterest
upon such bonds, mortguges, deeds of trust, or other
obligations, whether such interest is payable apnually
or et shorter or. longer periods, if payable to an indi-
.vidual, .a; pertnership, or & forsign oorporation not
engaged in trade or business within the United States
and not having any.office.or place of business. therein:
Provided, That if the lisbility assumed: by the
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obligor does not excoed 2 per centum of the interest,
then the dednction and withholding shiall,-after the date
of the enactment of this Aoty be at the following rates:
(A) 6 per contim 9 per centum in the. case of & non-
resident alion individual, or of any partnership not
engaged in trade or business within the United States
and not having any office or place of business therein
and composed in whole or in part of aonresident aliens,
(B) 13 per eontam 14 per centum. in the case of such
a foreign corporation, an(i (O) 2 per centum in the case
of other individuals and partunerships: Provided furs
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 rate of 2 per centum, or, if the liability assumed by
the obligor does not exceed 2 per centum of the interest;
then at the rate of b per eentum 9 per centum,

(2) BENEFIT OP. OREDITS AGAINST NRT IN+
00OMK.—Buch deduction and withholding shall not be
required in the case of a citizen or resident entitled to
receive such interest, if he files with the withholding
agent on or before February 1 a signed notive in
writing olaiming thie benefit of the credits provided in
section 25 (c). and-(d) ; nor in the case of & nonresident
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allen: individual if so provided for in regulations pre-
seribed: by the Commissioner ander section 915.

43) WisHotbRia ' AF LOWER DATR—Sach
deduction and withholding shall be ot the mie of i
por conium insicad of ot the rate of B pov contum in
the cane of o eltinen or resident entitled to voeoive such
intovest if he files with the withhelding agent on or
befere Fobmary + » signed notiee in writing that his
et ineome in excens of the erediie ageinsl nei income
provided in sertion 35 does nob exceed $4+,000;

44} (3) INCOME OF OBLIGOR AND OBLIGEE.—The
obligor shall not be allowed a deduction 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
soki tax be included in the gross income of the obligee.

" (b) NoNmESENT ArIeNs.—All persons, in what-
ever capacity acting, including lessees of mortgagors of
real ot «pemom! property, fiduciarios, employers,v and all
offivers and employees of tho United States, having the con-
trol; réveipt,- custody, disposal, or payment -of interest (ex-
lowpt | interest on deposits': with:persons  carrying on the
Junkirig:biisiness’ paid to persons not engaged:in' business in

e United States and:not having ai offioe o ‘place of busi-
‘noss therein);, reiit;: snlaries; ‘wages,’ pemiums;  annuities;

compensations, remunerations, emoluments, or other fixed
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of determinable annual or periodical gains, profits; and
income, of any nonresident alien individual, or of any
partnership not engaged in trade or bisiness within the
United States and not having any office or place of husiness
thetein  and composed in whole or in part of Honresident
aliens (other than income recolved 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 {ncome
a tax equal to & per eentam 9 per cenlum tﬁemof : P}ovided,
That the Commissioner may authorize such tax to be
deduoted and withheld from the interest upon any securitiés
the owners of which are not known to the w:thholding
agent.

'(¢) RETURN AND PAYMENT.—Every person required
to deduct' and withhold any tax under this section shall
make return thereof on or before March 15 of each year
and shall on or before June 15, iri lieu of the time prescribed
in seotion 56, pay the tax to the offisial of the United States
Government authoried to receive it. Every such ‘erson
is hereby made liablé for such tax and is hereby indemnified

“against the claims and demends of any ‘person ‘for the
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.1 amount of any payments made in accordance with the
2 provisions of this section.
8 .(d) Incomk or RrGIPIENT.—Income upon which
4 any tax is required to be withheld at the soupce under this
5 - section shall be included in the return of the recipient of such
6 income, but any amount of tax so withheld shall be creditod
7 against the amount of income tax as computed in sach return,
&  (e) Tax Pap vy ReciviBNT.—If any tax required
D under this section to be deducted and withheld is paid by
10, the recipicnt of the income, it shall not bo re-collected from
11 the withholding agent; nor in cases in which the tax is so
12  paid shall any penalty be imposed upon or collected from
13 the recipiex;t of the income or the withholding agent for
14 failure to return or pay the same, unless such failure was
15 fraudulent and for the purpose of evading payment. =
16 (f) ReEPUNDS AND CREDITS.—\Where there has been
17 an overpayment of {ax under this section any refund or
18 oredit matic under the provisions of section 322 shall be
19 made to the withholding égent unless the amount of such
20 . tax was actually withheld by the withholding agent.
2L. .. (9) Nouwithstanding the provisions. of subseciions (u).
22 and (b), th: deduction and withholding fér any, period prior
23 to the dal;z of the enactment of this Act shall be al the rates
24.. of 12 per centum and 5 per centum in liev. of the rales of 14.
25 per centum and 9 per centum prescribed in such .gubwcliom.’
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85C. 5 144 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 baving sny office or place of business
therein, there shall be deducted and withheld ,at.the. source
in the same manner and upon the same items of income as
is provided in section 444 143 a tax oqual to 434 per eentum
12 per contum thervof in respect of all payments of inovme
made before the enactinent of this Act, and equal to 43, per
eentm 14 per cenfum thoreof in respect of all payments of
income mado after the enactment of this Act, and such tax
shall be returned and paid in the same manner and gubject
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-free covenant bonds) the deduc-
tion and withholding shall be at the. rate specified in .
such subsection.

BEC. 148 1¢5. PENALTIES.

(a). Any person required wnder this title to pay any

tax, or required by law or regulations made under sptherity

thereof tn make s return, keep any records, or supply. any

information, for the purposes of the computaion, assessment,

orcollection of any.tax impossd by this Gitle, who willfully

fails t0.pay, such tax, make mich reinm, kesp woch records,
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1/ or supply such information, at the time or times required by
law or regulations, shall, in addition to other penalties prd-
vided by law, be gulilty of 2 misdemeanor and, upon convie-
tion thereof, be fmed not more than $10,000, or imprisoned
for not miove than one year, or both, together with tlie costs
of prosecution.

"~ (b) Any person required 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

T X ~ S O o+ B W
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‘over such tax, and any person who willfully attempts in
any manner to evade or dofeat any tax imposed by this title
"or the payment thereof, shall, in addition to other penalties
provided by law, be guilty of a felony and, upon conviction
thereof, be fihed not more than $10,000, or imprisoned for
not more than five years, or both, together with the costs of

prosecution.
‘(¢) The term “ person ” as used in this section includcs

ook peet bk ek sk e
® 2 > s 3 8

an officer or employee of a corporation or & member or em:
ployee of a partnership, who as sucli'officer, employes, of
"' metaber is' under a: duty to perform the act in' fespect of
24 SO M7 146 CLOSING BY COMMISSIONER OF TAXABLRE
28 YEAR.

24 (8) TAx 1¥ Jeopasny.—IF' thé' Commissiotier ‘Bnds
o8 ‘Wil & lexpiyer designs qulokly to-depart from: the United:

O A e
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States or to remove his property therefrom, or to conoceal
himeelf or kis property therein, or to do any other act tending
to prejudice or to ‘render wholly or partly ineffectual 'pro-
Mingl‘wm&ohxforﬁlemlbhymtbmhum

< or'the taxable year thien ourrent unless such proceedings bo

brought' without delay, the Commissioner shall declare the
taxable period for such taxpayer immediately terriinated and
shall cause notice of such finding and declaration to be given

' the: taxpayer, togethor with & demand for immediate pay-

* mont of the tax for the taxable poriod so declared terminated
and of the tax for the preceding taxable year or so much of
such tax as is unpaid, whother or not the time otherwise
allowed by law for filing return and paying the tax has'
expired; and such taxes shall thereupon become immediately
due and payable. In any proceeding in court brought to
enforce payment of taxes made due and payable by virtue of
the provisions of this scction the finding of the Commissioner,
made as herein provided, whether made after notice to the

- taxpayer or not, shall be for all purposes presumptive ovi-
 denicsrof the taxpayer’s design,
' 7' (b} BHOURITY woR PAYMENT.—A taxpayer who is

not in default in making any retiith of paying incotne, war-

' profits, or'exocess-profits tax under any At 'bf:(longma may

24" furnish’ t6 the Unitod States; under regulations to be pre-

28

“ineefbed by the Commissioner; wiih the wpproval of the Seore-
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tary, security approved by the Commissioner that he will
duly make the return next thereafter required to be filedl and
pay the tax next thereafter required,to be paid. The Com-
missioner may approve and accept in like manner security
for return and payment. of taxes made due and payable by
virtue of the provisious of this section, provided the taxpayer
bas paid in fall all other income, war-profits, or excess-profity
taxes due from him under any Act of Congress.

(o) BaMB—EXENPTION FROM émxox,——lt security
is approved and accepted pursuant to the provisions of this
soction and such further or othor security with respect to
the tax or taxcs covered thercby is given as the Commis-
sioner shall from time to time find neccssary and require,
puyme;xt of such taxes shall not be enforced by any pro-
ceedings under the provisions of this section prior to the
expiration of the vime otherwise allowed for paying such
rexpective taxes,

(d) CiTizRNB.—In the case of a cmun o( the United
Btates or of a possession of the United States about to depart
from the United Btates the Commissioner may, at his. dis-
cretion, waive any or all of the requirements: placed on the
mwcrbythmm e e o

(e). DrPARTURE OF Ax.mu ~~—No u;ep shall . do,pm"
from the United States unless he first: procures from: the
oollector or agent in charge a cortifirste, that he has, complied -
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with all the obligations imposed upon him by the income.
war-profits, and excess-profits tax laws.
(f) AobiTioN 10 TaAX,~1f a taxpaver violates or

. attempts to violato this section there shall, in addition to all

other penalties, be added as part of the tax 85 per centum

. of the total amount of the tax or deficiency in the tax,

logether with interest at the rate of | per centum a month
from the time the tax became due.

SEC. 48 147. INFORMATION AT SOURCE.

(a) PAYMBNTS OF $1,600 $1,000 08 MORB.~All per-
sons, in whatever capacity acting, including lessees or
mortgago:s of real or personal property, fiduciaries, and
employers, making payment to another person, of interest,
rent, salaries, wages, premiums, annuities, compensations,
remuncrations, emoluments, or other fixed or determinable

guins, profits, and income (other than payments described

_in section 1408-la) 148(a) or 460 149), of $1,500 £1,000

or more in any taxable year, or, in the onso of such

payments made by the United BStates, the officers or

employees of: the United States having information na
to such payments and required to make retarns in re-
gard thereto by the regulations hereinafter: provided for,

. shall render & true and accurate return to the Commis:
. sioner, under such regulations and in such form and manner
Aadmmgm”myhpmmibodbyhimwith%
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approval of the Secretary, setting forth the amount of such
gains, profits, and income, and the name and address of the
recipient of such payr-ont.

(b) RETURNS REGARDLERS OF AMOUNT OF Pay-
MENT.—Such returns nmy 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 (not
payable in the United States) of interest upon the bonds of
foreign countries and intcrest upon the bonds of and divi-
dends from foreign corporations by persons undertaking as a
matter of business or for profit the collection of foreign pay-
ments of such interest or dividends by means of coupons,
checks, or bills of exchange.

(0) RecirigNT TO 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. 140 146. INFORMATION BY CORPORATIONS,

(a) D1viDEND PAYMENTS.—Every corporation sub-
ject to the tax imposed by this title shall, when required by
the Commissioner, render a correct return, duly verified
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under oath, ¢f 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 0 him.

(b) Provrts oF TAXABLB YRAR DECLARED A8 DivI-
DENDS.—There shall be included in the retumn or appended
thereto a statement of such facts as will enable the Comunis-
sioner to determine the portion of the eamings or profits of
the corporation (including gains, profits, and income not
taxed) accumulated during the taxable year for whioh the
return is made, which have been distributed or ordered to
be distributed, respectively, to its shareholders during such
your. |

(06) ACOUMULATED GAINS AND PROFITS.—When
réquested by the Commissioner, or any ocollector, every
corporation shall forward to him a correct statement of
acoumnulated 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 xmounts 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 retarn duly

verified under oath, under such rules and regulations as the

COommissioner, with the approval of the Secretary, may

- prescribe, showing the names of customers for whom sueh
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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.
SKC. 5 150. COLLECTION OF FOREIGN ITEMS.

All persons undertaking as a matter of business or for
profit the collection of foreign payments of interest or divi-
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-
scribe; and whoever knowingly undertakes to collect such
payments without having obtained a license therefor, or
without complying with such regulations, shall be guilty
of a misdemeanor and shali be fined not more than $5,000
or imprisoned for not more than one year, or both.

Supplement E—Estates and Trusts
SEC. 16L INPOBITION. OF TAX,

(a) APPLICATION OF TAX.—The taxes imposed by
this title upon individuals shall apply to the income of
estates or of any kind of property held in trust, including—

(1) Income accumulated in trust for the benefit

of unborn or unascertained persons or persons with coun-



-0

L P ~3 B T e W

10
11
12
18
14
156
16

17 .

18
19
20
21
22
23

25

148

tingent interests, and income accumulated or held for

future distribution under the terms of the will or trust;

(2) Income which is to he distributed currently
by the fiduciary to the heneficiaries, and income col-
lected by a guardian of an infant which is to be held
or distributed as the court may direct;

(8) 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) CoMPUTATION AND PAYMENT.—The tax shall
be computed upon the net income of the estate or trust, and
shall be paid by the fiduciary, except as provided in sec-
tion 166 (relating to revocable trusts) and section 167
(relating to income for benefit of the grantor). For return
made by beneficiary, see section 348 142,

SEC. 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 that—

(a) There shall be allowed as a deduction (in lieu of
the deduction for charitable, etc., contributions authorized by
sectiop 23 (n)) any part of the gross income, withont limita-
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tion, which pursuant to the terms of the will or deed creating
the trust, is during the taxable year paid or permanently
set aside for the purposes and in the manner specified in
section 28 (n), or is to be used exclusively for religious,
charitable, scientifio, literary, or educational purposes, or
for the prevention of cruelty to children or animals, or for
the establishment, acquisition, maintenance, or operation of
a 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 amoant
of the income of the estate or trust for its taxable year which
is to be distributed currently by the fiduciary to the beme-
ficiaries, and the amount of the income collected by a guard-
ian of an infant which is to be beld or distributed as the
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 deduction under this paragraph shall not be
allowed as a deduction under subsection (¢) of this section
in the same or any succeeding taxahle year;

(¢) Inthe case of income received by estates of deceased
persons during the period of administration 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-
fioiary or accumulated, there shall be allowed as an addi-
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tional deduction in computing the net income of the estate
or trust the amount of the income of the estate or trust .for
its taxablo year which is properly paid or credited during
such year to any legatee, beir, or benoficiary, hut:the amopnt
50 allowed as n deduction shell be innlwded In computing
the net income of the legntee, heir, or beneficiary. -

SEC. 163 CREDITS AGAINST NET INCOME. ’

(s) Cmubirs oF Ravaxk ok Tuuar.—For.the pur-
pose of the normal tax the estate or trust shall be allowed
the same personal exemption as is allowed ta a single pomn
under section 25 (c), amd, iif no part ‘dwthe.heom:o! the
estate or trust is included .in computing the net income of
any legatee, heir, or beneficiary, then in additian the same
oredits against net income for dividends and interest:as are
allowed by section 25 (a) and (b).

(b) Cremime oF BaNgFICIARY.—Il any part.ot Ahe
income of an estate or tmst is included in computing the
net income of any legatee, heir, ar heneficiary, sch legatep.
heir, or beneficiary shall, for,the purpose of the nqwpal By
be allowed a8 aredits against. net income, in addition, to the
credits allovied to him. under section 25, -his ipmp;gr;ion‘gsﬂ
share of such amounts of dividends and inserest specifie] jn
section 25 (a) and (b) .as are, under this Bupplement,
required to be included in computing his.net income. Any

J. 1183756——10

I
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{ remaining portion of such amounts specified in section 25 (a)
o and (b) shall, for the purpose of the normal tax, be allowed
g as credits to the estate or trust. '
4 SEC. 164’ DIFFERENT TAXABLE YEARS.
5 If the taxable year of a beneficiary is different from
g that of the estate or trust, the amount which he is required,
7 under section 163 (b), to inclade in ocompating his net
g income, shall be based upon the incomo of the estate or trust
9 for any taxable year of the estate or trust ending within his
10 taxable year.
{{ SEC 105, EMPLOYEES' TRUSTS. |
12 A trust oreated bylnemployeraslpartofastock
in bonus, pension, or profit-sharing plan for the exclusive
14 benefit of some or all of his employees, to which contribu-
15 tions are made by such employer, or employees, or both,
16 for the phrpose of distributing to sach employees the earn-
17 ings und principal of the fund accamulated by the trust in
{g * ‘accordance with'sich plan, shall not be taxable under section
16 "161; bué the asnvint coritributed to smeh fund by (ke
50" elaployer end all chrsings of such fund shall be taxed to the
"9 - distibutéd in the jéar in which distributed or made aveilable
‘e {6 Wism but the amount achially distribiited or made available
33" 1o any distribiileé shall'be tazable to him in the year in which
84 50 distribrited or mads dvailable to the extént that it exceeds the

o
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amounts paid in by Aim. Such distributees shall for the
purpose of the normal tax be allowed as credits against net

- income such part of the amount so distributed or made

available as represents the items of dividends and interest

specified in section 25 (a) and (b).

SEC. 166. REVOCABLE TRUSTS.
%Mmdomhmﬂwmm

the tanable year; cither alone or in eonjunolion with any

persen not o beneficiary of the trust; the power to revest in

himoelf title to any part of the eorpus of the trust; then the

- income of sach part of the trust for such tanablo year shell

be imoluded in computing the net ineeme of the grantor:

Where at any time during the taxvable year the power to
revest in the grantor title to any part of the corpus of the
trust is vested—

(1) in the grantor, cither alone or in conjunction
with any person not having a substantial adverse interest
in the disposition of such part of the corpus or the
income therefrom, or ‘
¢ " (2) in any person not having a substantial adverse
interest in the disposition of such part of the corpus or
the income therefrom,
then the income of such part of. the trust for such tazable year
shall be included in computing the net income of the grantor.
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SEC. 107. INCOME FOR BENEBFIT OF GRANTOR.

Where any part of the income of o st mayy in the
diseretion of the granter of the trusl; either alone ov in oon-
junetion with any peswon ot o beneficiory of the trushy be
distribiited to the granter or be hold or acounwiated for
future distribution to himy or where any pars of the ineeme
of » tradt is or mey be applied to the payment of preminms
upen policien of inserance on the lifo of the granior {emeept
policies of inserance irvevecably payeble for the purpeses
and in the mannor specified in ceotion 38 (n)y relating te
the so-called & charitable comtribution doduetion); tweh
pﬂdﬁemd&ewﬂhwhw
the net income of the granter,

(a) Where any port of the income of & trush—

(1) is, or in the discretion of the grantor or of
any pormmhavhgoubdanﬁaladminumt
in the .lisposition of such part of -the wmoome may be,
held or .acoumulated for future distribution to the
granlor; or '

(2) may, in the discretion of the granlor or .of
any person not having @ substantial  adverse inlevest
inlhedispoﬁlionofuchmdwm,bcidio—
tributed to the granior;.or. o

(3) is,.or in the disoretion of the gramper or of
any person not having a substantial adverse inlerest
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n the disposition of such part of the incomes may be,
applid to the payment of premiums upon policies of
insurance on the life of the granior (except policies of
insurance irrevocably payable for the purposcs and in
the manner specified in seotion 23 (m), relating to the
20-collcd ** charitable contribution ' dedsotion);
then such part of the inoome of the trast shall be included in
computing the net income of the grantor.

(b) As weed in this soction, the term * in the discretion
of the gramtor'’' wmeans ' in the disoreion of the gramior,
either alons or in comjunction with any pereon mot Asving. -
a substantial adverse interest in the disposition of the part .
of the income in question .
SEC. 168. CAPITAL NET GAINS AND LOASES, :

htbeanofanmuorm.orofa‘beneﬁchryol’,
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 eapital net loss, shall be determined under
rules and regulations to be prescribed by the Commissioner:
with the approval of the Seoretary, and shall be separately:

- shown in the return of the estate or trust, and shall be taxed
2.0 to the beneficiary or to the estate or trust as provided in this
.Sapplement, but at the rates and in the manner provided in

{section 101(a) and (b), relating to capital net gains and

losses,

>
AR
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SEC. 180. NET LOSSES.

The benefit of the special deduction for net loescs
allowed by section 117 shall be allowed to an estate or trust
under regulations prescribed by the Commissioner with the
approval of the Secretary.

SEC. 1. 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 beneficiary of an estate or trust to the extent provided
in section 181, ‘

Supplement F—Partaerships
SEC. 181. PARTNERSHIP NOT TAXABLE.

Indis:iduals 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-
puting the net income of each partner his distributive 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 shail be based upon the income of the partnership

for any taxable year of the partmership ending within his
taxable year.
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(b) ParTNemsnrr YERAR EBumRAciNG OALENDAM

—

2  Yrears wiTH DIFFERENT Laws.—If a fiscal year of a part:
3 nership begins in one calendar year and ends in another
4 calendar year, and tho law applicable to the second calendar
& year is different from the law applicable to the first calendar
6 year, then
7 (1) the rates for the calendar year during wlgicb
8 such fiscal year begins shall apply to an amount of
9 each partner's share of such partnership net income
10 (determined under the law.applicable to such calendar
11 year) equal to the proportion which the part of such
12 ficoal yeer falling within such calendar year bears to the
13 full fiscal year, and
14 (2) the rates for the calendar year during which -
15 such fiscal year ends shall apply to an amount of each .
16 partner’s share of such partnership net income (deter-!
17 mined under the law applicable to' such calendar year). !
18 equal to the proportion which the part of such fiscal

19 year falling within such caleridar year bears to the full !
20, . fscal year, e \ B

21 In such oases the part of such income subject. to. the rates’
221 in offect for the most recent oalendar year shall be added t6 .
28 . the other income of the taxpayer subject to sach rates and:
24 the resulting amount shall be placed-in the lower: brackets :
25 of the rate schedule applicable to such year, and the part
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1 of such income subject to the mtes in offect for the next
2 preceding calendar year shall be placed in the next higher
3  brckets of the mte schedule applicable to mach year.

4 B8C. 3. COMPUTATION OF PARTNERSHIP INCOMB.

b The net income of the partmorship shall be computed
8 in the same manner and on the same basis as in the caso
T of an individual, excopt that the so-called  charitable con»
8 tribation " deduction provided in section 28 (n) shall not
¥  beallowed.

1 BRC. 194 CREDITS AGAINST NET INCOME.

1 The partaer shall, for the purpose of the normal tax,
12 be allowed as a credit agninat his net income, in addition to
14 the credits allowed to him under section 25, his propor-
14 tionate share of such amounts of dividends and interest
15 specified in section 25(a) and (b) ns are received by
16 the partnership.

17 SEC 185 EARNED INCOME.

18 In the case of the members of a partnership the proper
19 pant of each share of the net income which consists of earned
20 income shall be determined under rules and regulations to be
21 prescribed by the Commissioner with the approval of ihe

23: Secrsinry and shall be separately shown in the retarn of the

23. Mn‘”hhﬂb&cmmhrnpmwdod
24 in this Supplement,
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SEC. 188. CAPITAL NEY GAINS AND LOSBES.

In the care of the members of a partnership the proper
part of cach share of the not income which consists, respec-
tively, of ordinary net income, capital net gain, or capital
net loss, shall be determined under rules and regulations to
be prescribed by the (‘ommimsioner with the approval of the
Bocretary, and shall be separately shown in the retum of the
partnership and shall be taxed to the member as provided in
this SBupplement, but at the rates and in the manner provided
in section 101 (a) and (b), relating to oapital net guins and
losees.

SBC. 187. NET LOSBES.

The benefit of the special deduction for net losses
allowed by section 117 shall be allowed to the members of a
partnership uader regulations proseribed by the Commis-
sioner with the approval of the Secretary.
SEC. 188. TAXES OF FOREBIGN COUNTRIES AND POSSES.

SIONS OF UNITED STATES.

The amount of income, war-profits, and excess-profits
taxes imposed by forcign countries or possessions of the
United States shall be allowed as & credit:agninst tho tax of
the member of a partnership (o the extent provided in seo-
tion 181.
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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 numes and addresses of the individuals who would
be entitled to share in the net income if distributed and the

. amount of the distributive share of each individual. The

return shall be sworn to by any one of the partners.
Supplemeat G—Insurance Companies.
SEC. 20). TAX ON LIFE INSURANCE COMPANIES.
(2) DEPINITION.—\When used in this title the term
“life insurance company” means an insurance company
engaged in the business of issuing life insurance and annuity
contracts (including contracts of combined life, health, and
acoident 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.—Inlieu of the tix imposed by seo-
tion 18, there shall be levied, collected, and paid for each
taxable year upon the net income of every life insurance com- -
pany a tax as follows:
(1) In the case of a domestic life insurance com-
pany, +2 per eertum 14 per centum of its net income;
(2) In the case of a foreign life insurance com-
pany, 12 per eenttn 14 per centum of its net income
from sources within the United States,
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8EC. 32. GRUSS 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.
(b) The term ‘reserve funds required by law " in-
cludes, in the case of assessment insurance, sums actually
deposited by any company or association with State or
Territorial officers pursuant to law as guaranty or rescrve
funds, and any funds maintained under the charter or articles
of incorporation of the cornpany 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) GENEBRAL RULB.—In the case of a life insurance .
company the term “ net income "’ means the gross income.
less—
(1) Tax-FRER INTEREST.—The amount of in-
. terest received during the taxable year which under
. section 22 (b) is exempt from taxatien ander the tazes
. impoged by this title;
{3) Rusnsvi puNbi—An amount equal to the
' exeoss; if any; over the deduetion speeified in paragreph
{4} of thin subrection; of 4 per centum of the mean
of the reserve funds required by law and held et the
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beginning and ond' of the tnnable yenw; plus.{isii eane
life; health; and aeeident insurance combined im one
eontinning for life and not sebject to eancellation)
4 por centum of the mean of ouch reserve funds (not
requived by law) hold at the beginning and end of the
taxable vear; a8 the Commissioner finds to be necessary
for the preteetion of the heldems of suel policies onlyy

(2) RESBRVE FUNDS8.—An amount equal to 4

per centum of the mean of the reserve funds required
by law and held at the beginning and end of the taz- -

able year, except that in the case of any such reserve

fund whioh-is computed at -« lower interest assumption .

rate, such lower rate shall be substituted for 4 per-

cenlum.,

Life inswrance companies issuing policies '

covering life, health, and accident insurance combined '
in one policy issued on the weekly prémium payment
plan, continuing for life und noi subject to cancellation,
shall be allowed, in: addition t6 the: abovs; s deduction’”
of 3% per centum of the medn of eich reserve funds -
(not required by law) held ‘at the beginning and end -

necessary
oies only;

-of the taxable year, as the: Commissioner finds to be

for the protection of the holders of such polit

$a
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- (3) Divioewps.—The amount received as divi-
‘demds - (A) -from ‘a domestic eorporation ether which

is subject ‘to tavation under this title, .other than a
corporation entitled to the benefits of seotion 251, and
-other than & corporation erganized under the China
Trade Act, 1922, or (B) from any foreign corporation
‘when it is shownto the satisfaction of the Commis-
giomer that more. than 50 per centum of the gross income
‘of - swch .foreign : corporation -for . the tiu'eo-year period
rendimg with the-close of its: taxable: year preceding the
declaration of such dividends -(or for such part of such
period as.the foreign corporation has been in existence)
‘wag derived from sources within 'the United States as
-determined under section 119;

- i-(4) :RRSERVE FOR DIVIDEND8—An amount
1ioqual.t0' 3 per.centum; of any sums held .at the end of
'the: taxable yeur :as a reserve for dividends (other than
-divideads payable during the year follawing the taxable
year) the payment of which is deferred .for a period
o8 mot Jess than fiveyears fromi the:date of the policy
1combract ; B

. (D) 'INVESTMENT EXPENAES,—Investment ex-
pénses  paid dufing - the- taxable year: Provided, That
if -eny'- genersl expenses are in part:assigned to or
included {in- the . investment :6xpenses, the total deduc-
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tion under this paragraph shall not exceed one-fourth
of 1 per centum of the book valuc of the mean of the
invested assets held at the beginning and end of the
taxable year;

(6) REAL ESTATH RXPENSRS.—Tuxes and other
expenses paid during the taxable year exclusively apon
or with respect to the real estate owned by the com-
pady, not inoluding 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, but in such cases no deduction
shall be allowed the shareholder for:the amount: of

(7) DEPRECIATION.—+A reasonable allowance
for the exhaustion, wear and tear of property, including

-

.(8)- INTEREST.—AIll interest paid or accrued

-within the taxable year on its indebtedness, except.on

indebtedness incurred or:continued ‘to parchase or oarry
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obligations or securities (other than obligations‘of the

United States issued after September 24, 1917, and

oniginally subscribed for by the taxpaycr) the interest

upon which is wholly excmpt from taxation under this
title+—and

+{9) Bpneiric HERNPEION—In the case of a do-

mestio life insumave eompany; the aet ineome of which
{eomputed without the benefit of this paregraph) is
$25,000 or lews; the wam of $3/000; but i the net
ineome in more than $96,000. the tax impesed by see-
tion 201 chall not exeeed the tax which weuld be pay-
uble if the $3;000 eredit were allowed; plus the amount
of the net income in exeess of $35;000.

{b) Rungas \oabhvi o8 Ruan Eaeazi—Neo dedue-
tion shall be made under subseetion (o) {(6) and {¥) of
this seetion on aceount of any real esiate ewned and ocenpied
in whele or i part by e life incurance eompany unless there
is included in the return of gress income the rental value

“of the: spave 90, ccoupied:. Buch rental value shall be: set

less than a suin whieh in addition to any.tents received from
other tonants chall previde o net income (aiter dedueting
taxes; depreeigtion; and all other exponses) at the rate of
4 per eontum per annuin of thé beok value at the end of the
taxable year of the real estaté-so owned or oceupied:

. * Al . v T
PR . . e,
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(b) RExTAL VALUE OF REAL E8TATE.~The deduc-
tion under subsection (a) (6) or (7) of this section on
account of any real estate vwned and occupied in whole or
in part by a life insurance company, shall be limited to an
amount which bears the same ratio to swch deduction (com- ‘
puted without regard to this subsection) as the rental value
of the space so occupied bears to the rental value of the entire
property.

(6) ForrioN Lirk INsuRaNCE CoMraNiks.—In the
case of a foreign life insurance compeny the amount of its
net income for any taxable year from sources within the
United States shall be the same propertion of its net income
for the taxable year from sources within and without the
United States, which the reserve funds required by iaw
and held by it at the end of the taxable year upon business
transaoted within the United States is of the reserve fands
held by it at the end of the taxable year upen all business
transacted. '

SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR
MUTUAL.

(a) IMPoSITION OF TAX.—In lieu of the tax impesed
by section 13 of this title, there shall be levied, ‘ocollected,
and paid for each taxable year upon the net income of every
insurance company (other than a life or mutual msurdnce
company) a tax as follows:
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(1) In the case of such a domestic insurance com-

by

o

pany, 3 per eentun 14 per centum of its net income;

3 (2) In the case of such a foreign insurance com-
4 pany, 12 per eentimn 74 per centum of its net income
b from sources within the United States.

6 (b) DerINTTION OF INCOME, ET0.—In the case’ of
7 an insurance company subject to the tax imposed by this
8 section—

9 (1) Gross 1NCOME.—* Gross income” medns
10 the sum of (A) the combined gross amount earned
11 during the taxable year, from investment income and
12 frbhi dnderwriting income as provided in this snhseo-
13°  ° fion, ‘computed on the basis of the underwriting and
14 investment exhibit of the annua! statement approvéd

15° ' by 'the National Convention of Insurance Commis-
16 ' = sioners, ind (B) gain during the taxable year frén

17 ' 'thé sale or other disposition of preperty property, dnd
18 (C) all dlher items constituting gross inicome under
19" section 22; !

200~ ' (2) Ner mNooMB.—* Net income” means the
21 gross ificdme as defined in paragraph (1) of this sab-
98’ " section less the deductions allowed by subsection (o)
93' ' " of this section; L

24 (8) 'INVESTMENY 'INOOME.—* Investment in-
25 come "’ means the gross amount of income earned dur-

J. 1183756~—11
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ing the taxable year from interest, dividends, and
rents, computed as follows:

. To all intorest, dividends and rents received dur-
ing the taxable year, add interest, dividends and rents
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) UNDERWRITING INCOME.—" Underwriting

- income " mepns the premiums earned on insurance oon-

tracts during the taxable year less losses incurred and

expenses incurred;

¥

(6) PreMiuMs EARNED.—" Premiums earned

~ - on jnsurance contracts during the taxable year " means

an amonnt computed as follows: = |
... From the amount of gross preminms. 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

L
P

. business at the end of the taxable year; .
(6), Losses INQURRED.—' Losses incurred ”
means losses incurred during the taxable year on insur-

_ ance contracts, computed. as follows:

-

. .
. (¢
3 ) RN ¢ LA f L LI
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To losses paid during the taxable year, add salvage
and reinsurance recoverable outstanding 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
losses outstanding at the end of the taxable year and
deduct unpaid losses outstanding at. the end of the
preceding taxable year;

(7) ExXpENSES INOURRED.—'* Expenses in-
curred " meansallexpém 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
expenses unpaid at the end of the taxable year and

. - deduct expenses unpaid at the end of the preceding

taxable year. For the purpose of computing the net
income subject to the tax imposed by this section there
shall be deducted from expenses incurred as defined in
this paragraph all expenses incurred whioh are not

., allowed as deductions by subsection (c¢) of this section.

.+ {(e) DepyctioNs ALLOWED.—In computing the net
income of an insurance company subject to the tax imposed
by this section there shall be allowed as deductions:

(1) All ordinary and necessary expenses incurred,

_ as provided in section 28 (a) ;



L
10
I
12

18
14
15

1
18

I9

21

23

24
2H

164
(2) All interest s provided in section 23 (b) ;
"(8) Taxes as provided in section 23 (e) :

(4) Losses incurred as defined in subsection
(b) (8) of thils section;

(8) YLosses sustained during the taxable year
from the sale of other disposition of property;

(68) Bad debts in the nature of agency balances
and bills receivable ascertained to be worthless and
charged off within the taxable year;

(7) The amount received as dividends from oor-
porations as provided in section 23 (p) ;

(8) The amount of intercst' earned during the
taxable year which under séction 22 (b) (4) is exempt

* from axetion under the lazes imposed by' this title,

and the amount of interest allowed as a credit under

.swction 20;

(9) A reasouable allowanoe for the exhaustion,

‘wear and tear of property, as provided in section

28 (k)4
. {20} In the eave of such o domemtio insurance
company; the net income of which {computed without

- the benefit of this paragraph) is §25/000 or ooy, the

samt of $3.0004 bat if the net ineome is mere thee
$95:000 the tax imposed by this veetion shall net exceed
the tax which weuwld bé payable’ if the $3,000 eredid
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were allowed; plws the amonnt of the net income in

encess of $35,000,

(d) Depuorioxs or ForeioN CoxPORATIONS.—In
the case of a foreign corporation the deductions allowed in
this section shall be allowed to the extent provided in
Sapplement 1. ‘

" {e) DounLr Depvcrions.—Nothing in this section
shall be construed to permit the same item to be twioe
deducted.

SEC. 208, NET LO3SES,

The benefit of the special deduction for net losses al-
lowed by section 117" shall be allowed' to insarance com-
panies subject to the tax imposed by section 201 or 204,
under regulations prescribed by the Commissioner with the
approval of the Becretary.

SBC. 208. TAXES OF FOREIGN COUNTRIES AND POSSES-
' SIONS OF UNITED STATES.

The amount of income, war-profits, and' exeess-profits

' taxés 'imposed by foreign countries or ‘possessions of the

“United Btates shall be: allowed as a credit against the. tax

ol's dothestic insurance company ‘sabject to the tax imposed

by section 201 or 204, to the extent provided in the case
. of » domestic corporution in séction 131, and in such cases

“ net fncome ” as used in that section means the net income
a8 defined in this Supplement. . .. . -
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8EC. 207. COMPUTATION OF GROS8S INCOME.

The groes income of insuranoe compenies subject to
the tax imposed by section 201 or 204 shall not be deter-
mined in the menner provided in section 119,

SEC. 208. MUTUAL INSURANCE COMPANIES OTHER THAN
LIFE.

(a) AppPLiICATION OF TiTLE.—Mutnal insurapce
companies, other than life insurance companies, shall be
taxable in the same manner as other corporations, except as
hereinafter provided in this section.

(b) Gross INCOME.—Mutual marine insurance com-
panies shall include in gross income the gross premiums ool-
lected and received by them less amounts paid for reinsur-
anoe,

(c) DepuoTioNs.—In sddition to the deductions al-
lowed to corporations by section 23 the following deduc-
tions to insurance companies shall also be allowed, unless
otherwise allowed—

(1) MUTUAL INBURANCE COMPANIES OTHER

THAN LIFE INSURANCE.—In the case of matoal

insurance companies other than life insurance ocom-

penies—
(A) the net addition required by law to be
made within the taxable year to reserve funds

+ . (including in the omse of assessment insuranoce
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companies the nctual deposit of suma with State
or Territorial officers pursuant to law as additions
0 guamntee or teserve funds) ; and
(B) the smus oter thon  dividonds poid
(other than dividends) paid or incurred within
the taxahle year ou policy aud annuity coytracts,
(2) MUTUAL NMAKINE INSURANCE OONPA-
N1ES,—In the case of wntual marine insurance com-
panies, in addition to the deductions allowed in para- |
graph (1) of this subsection, unless otherwise allowed,
amounts repaid to policyholders on account of pre-
minms previously paid by them, aud ipterest paid
upon such amounts between the ascertainment and the
payment thereof; §
(3) MUTUAL INSURANCE COMPANIBRS OTHER
THAN LIFE AND MARINE—In the case of mutugl
insurance companies (including interinsurers and recip-
meal 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

rmdmwekpqﬁaykeﬁemtugd%mo&w

 miumn doposite retained for the payment of loseep;

exponscy; ohd rEIRGUTANCe reserves policyholders, andy
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unless otherwise allowed, a reasonable net addition to

reinsurance reserves.

Supplement H—Nonresident Alien Individuals
S8EC. 211. NORMAL TAX.

(a) GENERAL RuLR.~-In the case of a nonresiderit
alien individnal who is not a resident of a contiguous country,
the normal tax shall be & per eentmn 9 per centum of the
amount of the net income in excess of the oredits against
net income allowed to such individual.

(b) Avriens ResmeENT v CoNTiaUOUS COUN-
TRIES.—In the case of an alien individual resident in a con-'
tiguous country, the normal tax shall be an amount equal- to
the sum of the following:

(1) H per eentum 3 per centum of the amount
by which the part of the net income attributable to'
wages, salaries, professional fees, or other amounts
received as compensation for personal serviees actually
performed in the United States, exceeds the personal
exemption and credit for dependents; bat the amount:
taxable at such 44 per eentum 3 per centum rate shall
not exceed $4,000;

(2) 3 per eentum 6 per centum of the amount
by which such part of the net income exceeds the sum
of (A) the personal exemption and credit for depend--
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ents, plus (B) 84,000; but the amount taxable at such

8 per eentem 6 per centum rate shall not exceed

$4,000; and

(8) 6 por contrn 9 per oentum of the amount of

" the met income in excess of the sum of (A) the amount

‘taxed under paragraphs (1) and (2) of this subseo-

tion plus (B) the total credits against net income
allowed te such individual.

(o) In Lieu oF NorMAL TAX UNDER BrCTION 11,—
The tax imposed by this section shall be in licu of the normal
tax imposed by section 11,

SEC. 212. GROSS INCOME.

(a) (rNERAL RULE.—In the case of a nonresident
alien individual gross income includes only the gross income
from sourcés within the United States, '

:(b) Sures UNDER FoREIGN FLAG.—The income of &
nonresident: alien individual which oonsists exclusively of

earnings derived from the operation of a ship or shipy docu-

- mented -ynder the laws of a foreign dountry which grants
.An equivalent exemption to citizens of the United Staies and

to corporations organized in the United States, shall nnt be

- 'inoluded in gross income and shall be exempt from taxation

undei this title.
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SEC. 213, DEDUCTIONS.

(a) GENBRAL RutE—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-
ment and allocation of the deductions with respect to sourcee
of income within and without the United States shall he
determined as provided in section 118, under rules and
regulations presorihed by the Commissioner with the
approval of the Secretary. ‘ o

(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
gources within the United States, but only: if the profit,
if such transaction had resulted in a profit, woulg bhe
taxable under this title.

(2) The deduction for losses of property not con-
nected with the trade or business if arising from certain
cacualties or theft, allowed by section 23.(e) (3), shall
be allowed whether or not connected with income from
sources within the United States, but only if the loss
is of property within the United States.



O
10

—
-
o

12

14
151

16

171
(¢). OmariTaBLE, KErc., CoONTRIBUTIONS.—The
no-called “ charitable contribution” deduction allowed by
seotion 23 (n) shall be allowed whether or not connected

- with income from sotirces within the United States, but only

as to contributions- or gifts made to domestic corportions,
: or. to community chests, funds, or foundations, created in the
United States; or to-the vocational rehabilitation fund,
'8IC. 214..CREDITS AGAINST NET INCOME.

In the case of a nonresident alien indivichial the personal
exemption allowed by section 25 (c) .of this title shall he
only $;500 $1,000. The credit for dependents allowed by
section 25 (d) shall not be aliowed in thie rase of a nonresident
alien individual unless he is a resident of a contiguous country.
These eredite shall be detormined by the siatus of the tax-

. poyer on the last dey of the taxable yeer; pxcept that in cage
of denth the wule provided in seetion ;35{0)-{3) shall be
appliod: | oo ; i

' SEC. 218. ALLOWANCE OF DEDUCTIONS AtND CREDITS.
.« (&) RETURN 7T0: CONTAIN INFORMATION.—A non-
resident: alien individual sball 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
return of his total income received.from all sources. in the

‘ .
.+ United States, in the manner prescribed in this title; includ-
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ing therein all the information which the Commissioner may
deem necessary for the calculation of such’ deductions and
credits.

(b) TAx WrrHHELD AT BOUROR.—The benefit of
the personal exemption and credit for dependents, and of
the redaced rate of tax provided for in section 211 (b),
may, in the diseretion of the Commissioner and under regu-
lations presoribed by him with the approval of the Secretery,
be received by a nonresident alien individual entitled
thereto, by filing a claim therefor with the withholding
agent.

SEC. 216. CREDITS AGAINST TAX.

A nonresident alien individual shall nat be allowed the
credits against the tax for taxes of foreign countries and
possessions of the United States allowed by sectivn i51.
BEC. 217. RETURNS. |

In the case of a nonresident alien individual .the -retarn,
in lieu of the time prescribed: in section 83 (a) (1) shall be
made on or beferd the fifteentli day of the sixth month fol-
lowing the close of the fiscal year, or, if the return is made
on the hasis of the calendar year, then on or before the fifteenth

‘day of June.

SEQC. 218. PAYMENT OF TAX.'
. * &
(8) TrMr or PAYMENT.—In the oase of a nonresi-

dent alien individual the total amount of tax imposed by
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this title shall be paid, in lieu of the time prescribed in
section 56(a), on the 15th day of June following the
close of the calendar year, or, if the return should be made
on the basis of a fiscal year, then on the 15th day of
the sixth month following the close of the fiscal year.

“(b) WrraaOLDING AT SOUROR.—For withholding
at sourco of tax on income of nonresident aliens, sce sec-
tion 344 148.

Supplement I—Foreign Corporations
SEC. 231, GROSS INCOME.

(a)' ‘GeNERAL RULE.—In the case of a foreign corpo-
ration gross income includes only the gross income from
sources within the United States.

(b) SHips UNDER ForEeleg FrAaa.—The income of a

foreign corporation, which ‘tonsists 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. 232. DEDUCTIONS,

In the case of a foreign corporation the deductions
‘shall be allcwed only if and to the extent that they are
connected with income from sources within the United
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- States; and the proper apportionment and allocation of the

deductions with respeot to sources within and without the

~T'nited States shall be determined as provided in section

119, under rules and regulations prescribed by the Com-

missioner with the approval of the Secretary.

8EC. 233. ALLOWANCE OF DEDUCTIONS 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 aud

accurate return of its total incomg received from, all sources

_in the United States, in the manner prescrihed in this title,

including therein nll the information which the Commie-
sioner may deem necessary for the calculation of such
deductions and credits.

Foreign wrp?mtxons shall not be allowed the credtts
against the tax for taxes of foreign countries and possessions
of the United States allowed by section 131.

SEC. 235, RETURNS. ) P
.. In the case of a foreign corporation not having any.
office or place of business in the United Statggi @Q -return,.

in lieu of the time prescribed in sectign 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 retarn is
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made on the basis of the calendar year then on or hefore
the fifteenth day of June. 1f 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,
SEC. $36. PAYMENT OF TAX.

(a) TIME OF PAYMENT.—In the case of a foreign
corporation 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 of June following the close of the

calendar year, or, if the return 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 BOUROE.—For withholding at

. .source of tax on jncome of foreign corporations, see section

. 44 143

§EC, 2¥7. FOREIGN. INSURANCE COMPANIES.

Lo Fc;r special provisions relating 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 or 344,
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Supplement J—Possessions of the United States
SEC. 251, INCOME FROM SOURCES WITHIN POSSESSIONS

OF UNITED STATES,

(a) GrXERAL RULE.—In the case of citizens of the
United States or domestio corporations, uﬁsfying the fol-
lowing conditions, gross income ‘means only gross'Income
from sources within the United States—

(1) If 80 per centum or more of the gross in-
come of such citizen or domestic ¢orporation (com-
puted without the benefit of 'this seo'dohi,‘ for the
three-year period immediately preceding the close of
the taxable year (or' for sich part of such peridd
immediately preceding the close of such taxable year
as may be applicable) was derived from sources within
o' possession of the United Stutes; 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 sedtion) for siéh period or sush
part thereof was derived ‘from the active conduot: of
a trade or business within a' possession’of the United
States; or T N T R PN

(8) If, in case of such citizen, 50 per centumor
more of his gross income’ (computed without ‘the bexie-
fit of this section) for such period or stch ‘pert’ therest

was derived from the active conduct of a trade or busi-
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ness ‘within a possession of the United Btates either

[

2 on his own acconnt or as an employes or agent 'of
8 another.
4 (b) AMouNTs RECEIVED IN UNTTED 8TATES.—Not-
i withstanding the provisions of subsection (a) there shall be
6 included in gross income all amounts received by such citi-
7 gzems or ocorporations within the United States, whether
8 derived from sources within or without the United States.
8 - (c) DEFINITION.—As used in this section the term
10 “ poesession of the United States’” does mot ‘invlude the
11 Virgin Islands of the United States.
12 » {d) DEDUOTIONS.—
13 .+ (1) OCitizens of the United States entitled to the
14 ' ‘benefits of this section shall have the same deductions
15 ' as are allowed by Supplement H in the case of ‘& non-
16 - vesident alien individual.
17 ' -+ + (2) Domestic corporations entitled to the benefits
18 of this section shall have the same deductions as are
19 ' allowed by Bupplement I in the case of a foreign
2G. .+ - corporation. o
21 - 1/(e) OrEDITS AGAINST NBT INCOMER.—
99 ) CrrsrNs—A A citizen of the United Statés
925 < ' entitled to the benefits of this section shall be allowed
24 . a personal exemption of only $1:600 $1,000 and shall

J. 1183756——12
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not be allowed the credit for depemdents provided in

section 25 (d). The pereonal exemption shall be

determined by the slatus of the taxpayer em the last doy
of the tamable year; exeopt that in caso of death the
rale provided in seetion 36{e}{3) ehell be applied:

{3} -+ domontio corpomtion entiled (o the bene-
fite of this veetion shall not be ellowed the speeifie

eredit of 83,000 provided in seetion 36:

(f) ALLOWANOE OF DEDUOTIONS AND CREDITS,—
Citizens. of the United States and domestic corporations
entitled to the benefits of this section shall receive the benefit
of the deductions and credits allowed to them in this title only
by filing or causiug to be filed with the collector a true and
accurate return of their 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 necessary for the caloulation of such deduc-
tions and:credits.

(g) OmepiTs AGAINST TAx.-—-Pewon: entitled to the
benefits of this section shall not be allowed the credits
against the tax for taxes.of foreign countries and:possessious
of the United States allowed by section 131.

(h) AFFILIATION,—A ocorporation entitled to the
benefits of this section shall not be deemed to be affiliated
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with any other corporation within the meaning of section
141 ov 149
SBC. 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  Btates) and who is not a resident of the United
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 the same

manner and subject to the samo conditions as in the case of

-other persons wlo are taxable only as to income derived

. from such: sources,

(b) - Nothing in this section shall be construed to alter
or amend the provisions of the Act entitled “An Act making
appropriations 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 Isiands of the United States. '

Supplement E—China Trade Act Corporations
SEC. 261. CREDIT AGAINST NET. INCOME,

(a) . ALLOWANOB OF CREDIT.—For the purpose only

of the tax imposed by section 13 there shall be allowed, in

the case of a corporation organized under the China Trade
Act, 1922, in addition to the eredits credit provided in section
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26, a credit agninst the net income of an amount equal to the

proportion of the net income derived from sourcds within

. China (determined in a similar manner to that provided in

section 118) which the par value of the shuros of stock of
the corporation owned on the last day of tae taxable year
by (1) persons resident in China, the {Inited Btates, or

7 - possessions of the United States, and (2) individual citizens
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of the United Btates or China wherever resident, bears to
the par value of the whole number of shares of stock of th:
corporation outstanding 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 subseetion (b) of thix

<:spction. - "

(b) SeroiaL 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 retarn, 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
ocitizens of the United State;s or China, and owned shares
of stock of the corporation;
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(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
by each; except 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.

(6) OwNERSHIP OF 8T0CK.—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 inoome from such shares is in good faith vested.

(d) DEFINTTION OF CHINA.—As used: in this section,
the term ‘ China ” shall have the same meaning as wheu
.-uged in the China Trade Act, 1922, .

- 'SBC, 262. CREDITS AGAINST THE TAX. .

i+ A, corporation organized under thé China Trade Act,
1922; shall not be allowed the credits against the tax for
', tages of foreign' countries and possessions of the United
States allowed by section 131,
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8EC. 268. AFPILIATION.

A ocorporation organized under the Chiua Trade Adt,
1922, shall not be deemed to be affiliated with any other
corporation within the meaning of section 141 er 144,
SEC. 264. INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, see seo-
tion 1186.

Supplement L—Assessment and Collection of Deficiencies
SEC. 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
exoeeds the amount shown ns tho tax by the tuxpayer upon
his return; but the amount so shown on the return shall first
be increased by the amounts previously assessed .(er 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 whichi the tax excceds the amounts pre-

viously assessed (or collected without assessment) as a

;- deficiency; but such amounts previously assessed, or col-

lected without assessment, shall first be decreased by the

;
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amounts previously nbated, credited, refunded, or otherwise
repaid in respect of such tax. ‘
SEC. 272, PROCEDURE IN GENERAL.

(a) Perition 10 BoArp OF TAX ArrrAns.—If in
the case of any taxpayer, the 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 taxpayer by registered mail. Within 60
days after such notice is mailed (‘not'counting Bunday as the
sixtioth day), the taxpayer may file a petition with the Boardl
of Tax Appeals for a redetermination 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 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
the Board, until the decision of the Board has become final.
Notwithstanding the provisions ‘of section 3224 of the Re-
vised Statutes the making of such assessment or the begin-
ning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in
the proper court.

For exceptions to the restrictions imposed by this sub-

section, see—
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(1) Subsection (d) of this section, relating to
waivers by the taxpayer;

(2) Subsection (f) of this section, rclating to
notifications of mathematical errors appearing upon the
face of the return;

(3) Section 273, relating to jeopsrdy assess-
ments;

(4) Section 274, relating to bankruptey and
receiverships; and ' ,

(5) Section 1001 of the Revenue Aot of 1926, as
amended, relating to assessment or collection of the
amount of the deficiency determined by the Board
pending court review.

(b) CorrectioxN oF DErICIENCY FOUND BY BoARD,—
If the taxpayer files a petition with the Board, the entire
amount redetermined as the deficiency by the deecision of
the Board which has become final shall be assessed and
shall be paid upon notice and demand from the ocollector.
No part of the amount determined as a deficiensy by
the Commissioner but disallowed as such by the decisivn

. . of the Board which has become final shall be rsséssed or

be collected by distraint or by proceeding in: court with or
without assessment.

(¢) FArLureg 10 FiLr PETITION.~~If the taxpayer
does not file a petition with the Board within the time pre-
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scribed 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) Walver or RestrioTiONS.—The taxpayer shall
st 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 ocollection of the whole or any part of the deficiency.

(e) INORBASE OF DEFICIENOY AFTER NoOTIOR
MAiLED,—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 taxpayer, and to
determine whether any penalty, additional amount or addi-
tion to the tax should be assessed—if claim therefor is
asserted by the Commissioner at or before the hearing or
a rehearing, A A

. #(f): FurTHER DEFICTANOY . LETTERS RRSTRIOTED.~~
If the Commissioner has.mailed to the taxpayer notice of a
deficiency ag provided in 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
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except as provided in subsection (e) ‘of this section, relating
to assertion of greater deficiencies before the Board, or in
‘section 273 (c), relating to the making of jeopardy assess-
ments. 1f the taxpayer is notified that, on account of a
mathematical error appearing upon the face of the return,
an amount of tax in oxcess of that shown upon 'the return
is die, and that an assessment of the tax has 'been or will
‘be made on the basis of what would have ‘been the correct
amount of tax but for the mathematical error, such notice
shall not be considered (for the purposes of this subsection,
‘or of subsection (a) of this section, prohibiting assessinent
and collection until notice of deficiency has been mailed,
or of section 322 (o), prohibiting credits or refunds after
petition to the Board of Tax Appenls) as a notice of a
' deficiency, and the taxpayer 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 pro;isions of
subsection (a) of this section.
v (g) JurispIoTION OVER OTHER TAXABLE YRARS.—
' The ‘Board in redetermining a deficiency in respect of any
taxable year shall consider such facts with relation to the
taxes for other taxable years 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
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tax for any other taxable year has heen overpaid or
underpaid. coe
i(h) FiNaL Decistons oF Boarn.—For the purposes
of this title the date on' which a decision of the Board
beobmos final shall be determined-aceording to the provisions
of section 1005 of the Revenue Act of 19286,
+ (i) 'PRORATING OF DEFICIENOY TO INSPALLMENTS, —
If the taxpayer has elected to pay the tax in instalimeénts and
a deficiency has been assessed, the deficioncy shall be pro-
rated to the four installments. Except as provided in seo-
tion 278 (relating to jeopardy assessments), that part of

the deficiency so prorated: to any installmentthe: date for

-payment of which has not arrived, shall-be ¢ollected at tho

same time as and as part of such installment. That 'past

of the deficiency so prorated to any. installment the' date for

. payment -of which has arrived; shall be paid .wpon motice and.
.demgnd from the oolloctor. - B R NS T

(j) EXTENSION OF TiME ¥OR PAYMENT:oF DEFE
OIENCIES.—Where - it it shown to the' satisfastion of: the:
Commissioner ‘that the payment /of a ‘deficiency upon the
date presoribed for the payment thereof will result in undugp

- ‘hardship-to the taxpayer the Commisdidner, with the ap-

proval of the Secretary. (except: wheréithe:deficiency is due

‘to- negligence, to intentional - disregardi:of' rules. and regw
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lations, or to fraud wath intent to evade tax), may grant
an extension 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 in exocess of
twelve months. If an extension is granted, the Commis-
sioner may require the taxpayer to furnish a bond in such
amount, not exceeding double the amount of the deficiency,
and with such sureties, as the Commissioner deems neces-
sary, conditioned upon the payment of the deficiency m
accordance with the terms of the extension,

(k) Apbress FOR NOTICE OF DEFIOIENOY.—In the
absence of notice to the Commissioner under section 312 (a)
of the existence of a fiduciary relationship, notice of & 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 ocase of a corporation,
has terminated its existence.

SEC. 273. JEOPARDY ASSESSMENTS.

(a) AvrHORITY FOR MAKING.—If the Commissioner
believes that the assessment or collection of & 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-
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domand shall be made by the collector for the payment
thereof.
(v) Derroexoy Lerress.—If the jeopardy assess-

ment is made before any notioe in respect of the tax to which

.the jeopardy assessmeut 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.

(6) AMOUNT AS8SESSABLE ' BEFORE: DEOISION OF
BoARD.—The jeopardy assessment may be made: in respect
of 'a deficiency greater or less than that notice of which has
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 ABSSBSSABLE AFTER DEOCISION OF

Boarp.—If the jeopsrdy assessment is made after the deci-

‘sion of the Board is rendered such assessment may be made

4
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.only in: respect of the deficiency determined by the Board
in its decision.

(e) ExPIRATION OF RionT 10 AS8ESS.—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 710 SraY COLIEOTION.—When a. jeopardy

w =1 S O & W N =

assessment has been made the taxpayer, within 10 days after

-~
~r

notice and demand' from the collector for the payment of

pe

the amount of the assessment, may obtain & stay of collection

e
D

_ of the whole or any part of the amount of the assessment by
filing with the collector & bond in such amount, not, exceed-
ing double the amount. as to which the stay is desired, and

s e

with such sureties, as the collector. deems necessary, condi-

o
[

tioned upon the. payment of so much of the amount, the

[
(=]

collection of which is stayed by the bond, 88 is mot abated
by a decision of the Board which has become final, together

with interest thereon, as provided in section 297.

s e
o =

19 (g) Same—Furrige CoNvrrioNs.—If the bond is
20 given before the taxpayer has filed his petition with the
91 Board under section 272(a), the, bond shall contsin &
99. further condition that if -a petition is not filed within the
24 ¢ perivd provided in, such ,subsection, then the amount the
24, . colleotion -of which is-stayed by the bond; will be paid on
95 motice and demand at any time after the expiration of suoh
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period, together. with. intorest- tliereon ot the rate. of .6 per
centum per apnum from the date: of the jeoperdy notice and
demend to the date of native and; demnand. under this sub-
section.. .. . . e

(b): Warver or Srax,~—Upen the filing of-the bond
the oollection . of .50 much of the amount ametaeil 8. js cov-
ered by the bond shall be siayed. The txxpayen shall have
the: right: ta: waive swoh stay. at’ any time.in respect of the
whole or any: part of the amount. aovernd 'by.the bomsd, and
if as & result of such waiver any part of the, amount covered
by the bond: is; paid;. then the bond:sball, ati the: request of

_ the. taxpayer, ' be .proportionately - reduced.. If.;the Board
. determines that .the. amount. assessed: is- greater then 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. propertionately; redwoed: | 1

(i) COLLBOTION  OF, UNPAID AMOUNT®S ~mWhien the

. petition. has been filed with:the. Board: and . whan; the amount
-which should: have. heen. assessed. has been determiped: by: a

-WQnéi“?tthMuwm»w{W M’V&M any.

-umpeid.portion, the cvlleotivn. of /whiich. hed besn:stayed by:

the..bond, shall be. collected. as part of- the-tax:. apom notice
and denmnd from the eollector, and any . remaining-portion
of .the. assessment shall be: abated. . If the, amousti already:

. onllented, exoveds; the amoumt determined, as . the  .amount
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31 which: should-have: béeh *asbeassd, - sach' ‘uxcess -shall be
"3 oredited or refunded: to' the taxpayer: a3 provided i section
8- 882, without' the' filing of ‘daim thierefor! ' If the amount
4 detormined as the amount which should huve beéen assessed
18+ is greator than:the améunt sctually assessed; then the differ-
6 - ence éhall be sssbssed and.shall:be :collected as' part ‘of the
7. thx upon ‘notioe did demmad frokn the: collector, '

& o) Onars of AsaTeuene.~~No claim o' abatément
-9 .4hall be filed ‘in: respest of any assessmentin: respéot of- aﬁy
10:  tax imposed: by shis tithe. - «»vivx o o
11 SBC. 710 BANKRUPTCY AND RECEIVERSHHPS, 1! -
12: .1 5li(d) IMMEDIATE  ASSRSSMENT.«~Uponithe adjadion-
13; ition of benkraptéy: of any! taxpayer:in any bankruptey pro-
14! soeéding 6t the appointment of aiteosivet for any: taxpayer
18 in .lny- receivership sproceeding befére ‘any court: of the
16 Utlited ‘States:or 'of 'any State or Territory: 'or of :the: Distriet
17: iof' Columbia, 4hy deficiency) (togetheér ‘with! all interest,
18::additional'smounts; or ‘additivns (o-'the tak provided for by
19. ‘law) determined by the Commissioner: ini 'respect: of a tax
20 imposed:by this title upoh such tuxpayer shall,despite the
21 !vestrictions imposed by section 272 (&) upoirasseemnents by
22« immedistely assessed if such' defloloncy ! has not: therétofors
28 1boen : assessed - in: aocordance’ ‘with' law: | Olaims for the
24 - :defieisncy and’ sich -interest, ndditions]l amounts: dnd-addi-
2bii:tiens' to ‘the' tax! may b’ presented, for- adjadioltion It
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accordance with law, to the court before which the bank-
ruptey 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 bankruptoy or the appoint-
ment of the receiver,

(b) UnPAD CrAiMs.—Any  portion of the olaim
allowed in such bankruptoy or receivership proceeding
which ‘is unpaid 'shall be paid by the taxpayer upon notice
and demand: 'from the collector after the termination of
sach proceeding, and may be collected 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 same' provisions
and limitations as are provided in section 272(j) and’
gection 296 in the case of a deficiency in a tax imposed by -
this title.

SEC. 275. PERIOD OF LIMITATION UPON ASSESSMENT
AND COLLECTION.
Except a8 provided in section 276—
(a) GrNERAL RULE.—The amount of income taxes im-

‘posed: by this title shall be assessed within two years after

the return was filed, and no proceeding in court without:
J.118875-——18
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assessment for the collection of such taxes shall he begun

after the expiration of such period.
(b) BREQUEST FOR PROMPT ASSRSSMENT.—In the

- case of income received during the lifetime of a decedent, or

by bis estate during the period of administration, or by a
corporation, the tax shall be assessed, and any proceeding
in oourt without assessment for the collection of such tax

. shall be begun, within one year after written request therefor
. (filed after the return is made) by the executor, administra-

tor, or other fiduciary representing the estate of such dece-
dent, or by the corporation, but not after the expiration of
two years after the return was filed. This subsection sball
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

(8) The dissolution is completed.

(¢) CORPORATION AND SHAREHOLDER.—If 8 corpora-
tion makes no return of the tax imposed by this title, but
each. of the shareholders includes in his return his distribu-
tive share of the net income of the corporation, then. the

tax of the corporation shall be assessed within four years.

after the last date on which any such shareholder’s return
was filed.
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SEC. 27¢. SAME—-EXCEPTIONS,

(a) Farse RETURN OR NO RETURN.—In the case of
a false or frandulent return with intent to evade tax or of a
failure to file a return the tax may be assessed, or a pro-
coeding in court for the collection of such tax may be begun
without assessment, at any time,

(b) Warvers.—Where before the expiration. of the
time" presoribed 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
may: be assessed at any time prior to the expiration of the
period agreed upon. The period so agreed upon may be
extended by sabséquent agreements in writing made- before
the expiration of the period previously agreed upon.

(6) COLLROTION AFTER ASSESSMENT.—Where the.
assessment of any income fax imposed by this title has been
made: within the period of limitation properly applicable
thereto, such tar 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 dgreed upon in writing by
the Commissioner and the taxpayer before the expiration
of snch 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.
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SEC, 277. SUSPENSION OF RUNNING OF STATUTE.

The running of the statute of limitations provided in
section 275 or 276 on the making of ascessments and the
beginning of distraint or a proceeding in court for colleotion,
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 beginning distraint or a proceeding in
court (and in any event, if a proceeding in respoot of the
deficiency is placed on the docket of the Board, until the
decision of the Board becomes final), and for 60 days
thereafter.

Supplement M—Interest and Additions te the Tax
SEC. 391. 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, 25 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 canse 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 & 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
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same manner as the tax. The amount added to the tax
under this section shall be in lieu of the 25 per contum addi-
tion to the tax provided in section 3176 of the Revised
Btatutes, as amended.
SEC. 202. 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 colleoted as a part of the tax, at the rate of 8 per centum
per annum from tho 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 thirtieth day after the filing of
such waiver or to the date the deficiency is assessed which-
ever is the earlier, ‘
SEC. 208. ADDITIONS TO THE TAX IN' CASE OF DEFI-

CIENCY.

(a) NRQLIGENCE.—If any part of any deficiency is
due to negligence, or intentional disreged 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 asscssed, collected, and paid in the sawe
manner as if it were a deficiency, except that the provisions
of section 272 (i), relating to the prorating of a deficiency,
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aud of section 292, relating to interest on defiviencies, shall
not be applicable.

(b) Frauo.—If any part of any deficiency is duc to
fraud with intent to ovade tax, then 50 per centum of the
total amount of the deficienvy (in addition to such dofi-
ciency) shall be so assessed, collected, and paid, in lieu of the
50 per contum addition to the tax provided in section 3176
of the Rovised Statutes, as amended.

SEC. 204 ADDITIONS TO THE TAX IN CASE OF NONPAY.

MENT.

(a) Tax SHOWN ON RETURN.—

(1) General, RULB.—Where the amount de-
termined by the taxpayer as the tax imposed by thir
title, or any installment thereof, or auy part of such
amount or installment, is not paid on or before the date
prescrihed for its payment, there shall be collected as
a part of thoe 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) Ir 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 whichh has been extended, and the interest thereon
determined under section 295, is not paid in full prior
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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 centum a

month shall he collected on such unpaid amount from

the date of tho cxpiration of the period of the extension
until it is paid.

(b) DmricreNoY.—Where & deficiency, or any inter-
est or additional amounts assessed in connection therewith
ander section 292, or under section 298, 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 oollector, there shall be collecied 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 fall on or before the date prescribed for the payment
of such installment, there shall be collected as part of the
tax interest upon tho unpaid amount at the rate of 1 per
centum a month from such date until it is paid.

() Fmuoraries.—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 por annum in lieu of the interest pro-
vided in subsections (a) and (b) of this section.
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(d) Fruina oF JROPARDY BoND.—If a bond is filed,
as provided in section 278, the provisions of subsections
(b) and (o) of this section shall not apply to the amount
covered by the bond.
8KC. 255. TIME EXTENDED FOR PAYMENT OF TAX SHOWN

O‘N RETURN.

If the time for payment of the amount determined.as
the tax by the taxpayer, or any installment thereof, is ex-
tended under the authority of section 56 (o), there shall be
ocollected as a part of such amount, interest thereon at tho
rate of G per centum per aunum 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. 2%, TIME EXTENDED FOR PAYMENT OF DEFICIENCY.

If the time for the payment of any part of a deficiency
is extended, there shall be collected, as a part of the tax,
interest on the part of the deﬁcie;my 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 *he «xtension, there shall be collected, as a part
of the tax, interest on such unpaid amount at the rate of
1 por centum a month for the period from the time fixed
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by the texms of the extension for its payment until it is paid,
and no other interest shall be collected on such wupaid
amount for such period.
SEC. 207, INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

In the case of the amount collected under section
278 (i) there shall bo collected at the' same time as mach
amount, and as & part of tho (ax, 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 motice and
demand under section 278 (i), or,.in the case of the amount
colleoted in excess of the amount of the jeopardy assessment,
interest as provided in section 202. If the amount jncluded
in the notice and demand from the collector under section.
278 (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 unpeid amount at the rate of 1 per centum
a month (or, for any period the estate of the taxpayer is
beld by a fiduciary appointed by any court of’ competent
hx'ndmor by will, at the rate of 6. per centum per
sapum) from the date of such notice and demand until it
is paid.
SEC. 208, BANKRUPTCY AND RECEIVERSHIPS. _
.. If the unpaid portion of the claim allowed in a bank-

- .ruptcy or receivership proceeding, as. provided in section

274, is not paid in full within 10 days from the date qf
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notice and demand from the collector, then there shall be
collected as a part of such amount interest upon the unpaid
portion thereof at the rate of 1 per centum a month from
the dato of such notice and demand until payment.
SEC. 200. 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, ses section 44¥ 146,

Supplement N—Claims against Transferees and Fidu-
claries
SEC, 31L. TRANSFERRED ASSETS,
(a) MeTHOD OF COLLROTION.—The amounts of the

following liabilities shall, except as hereinafter in this seo-

tion provided, be 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 delinquenoy in payment

- after notice and demand, the provisions authorizing distraint

and proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds) :

(1) - TRANSPEREES.—The liability, at law or in

equity, of a transferee of property of a taxpayer, in

respect of the tax (including interest, additional

i
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amounts, and additions to the tax provided by law)

imposed upon the taxpayer by this title.

(3) Fmuoiarmms.—The liability of a fiduciary
under section 8467 of the Revised Statntes in' respect
of the payment of any such tax from the estate of the

taxpayer.

Any such liability may be either as to tho amount of
tax shown on the return or as to any deficienoy in tax.

(b) Periop oF LINITATION.—The period of limita-

tion for assessment of any such liability of a transferee or
fiduciary shall be as follows:

(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
yoar 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;—

exoept that if before the expiration of the period of limitation
for the assessment of the liability of the transferee, & court
prooeeding for the collection of the tax or liability in respect
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thereof hue been bogun against the taxpayer or last preced-
ing tranoferee, respectively,—then the period of limitation
for assessment of the liability of the transferee shall expire
ono year after the return of executiom in the court pro-
cooding.

(8) In the case of the liability of a fiduciary,—
not later than one year after the linbility arises or not
Ister than the expiration of the period for collection of
the tax in respect of which such. liability arises, which-
ever is the later.

(c) PERIOD FOR ASSBSSMENT AGAINST TAXPAYRR—
For the purposes of this section, if the taxpayer is deceased,
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 efiect had the death or
termination of existence not oocurred.
(d) SusPBN8ION OF RUNNING OF SBTATUTE OF LiMi-

PATIONS.-—The running of the statute of limitations upon the

. assessment of the liability of a 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 peripd
during which the Commissioner is prohibited from making

.the assesament 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
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decision of the Board becomes final), and for 60 days there-
after.

(e) ApDRESS FOR NOTIOB OF LIABILITY.—In the ab-
senco of notice to the Commissioner under seotion 312 (b)
of the existence of a fiduciary relationship, notioe of liability
enforceable under this section In rospect of a tax imposed -
by this title, if mailed to the person subjoct to the liability at-
his last known wdress, shall be sufficient for the purposes of
this title even if such person is deceased, or is under a legal
disability, or, in the caso of a corporation, has terminated its
existenoce,

(f) DEFINITION OF * TRANSFERED ”’.~—A3 used in this
section, the term * transferee ” includes heir, legatoe, dev-

isee, and distributes.

8EC. 812 NOTICE OF FIDUCIARY RELATYONSHIP,

(a) FDUOIARY OF TAXPAYER.—Upon notice to the
Comumissioner that any person is acting in a fiduciary capao-
ity such fiduciary shall assume the powers, rights, duties,
and privileges of the taxpayer in respect of a tax imposed.
by this titlo {except as otherwise specifically. provided and
excopt that the tax shall be .collected. from the estate of the
taxpayer)., until notios. is given that the fiduciary capacity
has terminated.

(b) FmuciAry or TRANSFizES.~Upon notics to the .
Commissioner that any perzon is acting in a fiduciary capsc-.
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208 -
ity for a person subject to the liability specified in section
811, the fiduciary shall assume, on behalf of such person,
the powers, rights, duties, and privileges of such porson
uuder such seotion (except that the liability shall be col-
lected from the estate of such person), until notice is given
that the fiduciary capacity has terminated.

(¢) MANNER oF NoOTiOR.—Notice under subsection
(8) or (b) shall be given in accordance witii regulations
prescribed by the Comwiissioner with the approval of the
Secretary.

Supplement O—Overpayments

SEC. 331, 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

already paid, whether or not on the basis of instaliments,
exceeds the amount determined to be the correct amount
of the tax, the overpayment shall be credited or r~funded
as provided in seotion 322.

SEC. 822 REFUNDS AND CREDITS,

(s) 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-profits, or excess-p:ofits tax or instaliment thereof then
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1 due from the taxpayer, and any balance shall be refunded
2 immedistely to the taxpayer.
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(b) LIMITATION ON ALLOWANOR.—

(1) PrRriop oF LIMITATION.—No such oredit or
refund shall be allowed or mnde after two years from
the time the tax was paid, unless before the expiration
of such period & claim theiefor is filed by the taxpayer.

(2) LiMIT ON AMOUNT OF OREDIT OR RB-
PUND.—The amount of the credit or refund shall not
exceed the portion of the tax paid during the two
yesrs immediately. preceding the filing of the claim,
or if no claim was filed, then during the iwo years
immediately preceding the allowance of the oredit or
{0) ErrgoT OF PRTITION TO BoARD.—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 subsection, 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 & de-
cision of the Board which has bocome final; and
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(3) As to any amount oollected in excess of
an amour’ computed in accordance with the decision
of the Board which has become final; and
(8) As to 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, as to whether such period has expired before the
notice of deficiency was mailed, shall be conclusive.
(d) OveErPAYMENT 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 deter-
mined the deficiency, the Board shall have jurisdiction to -
.determine the amonmnt of such overpayment, and such

- amount shall, when the decision of the Board has become

final, be credited or refinded to the taxpayer. No such
aredit 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.

- () TAX WritHHELD AT BOURCE~—For refund or

credit in case of excessive withholding at the source, see -
'soction 14448 145(f).
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TITLE I11~~ADDITIONAL ESTATE TAX i

SEC. 401, IMPOSITION OF T4X. C o : "
(a) In addition to the eslate tax imposed by. section
301(a) of the Revenue Act of 1926, there is hereby imposed
upon (he transfer of the mel estate of every decedent’ dying
after the enactment of this Act, whether.a. resident or row-
resident of the-United Slales, a.taz cqual.lo the. exvess of—
. (1) the amount of a tontative tax compuied under
subsection (b) of this section, over .. = .

. () the amount of the tax imposed by seclion

- 301(a) of the Revenus Aot of 1926, compiuted without

regard lo the provisions of this bitle. .. . . .

« (b) The tomtative lax referved lo.in subscotion (a)(1):
d&umwmwmofmfdbmmm

ages of the value of the nel estate: R V)
.+ Upon net esales not in uwwoﬁ&lo,OM;*.l»per oenlum,

$100 wpon net. estaies of $10,000;. and upon et estates

in cacess of 810,000 and-nol in-excess of $20,000, 2 pen
centum in addition of such.exorss.. - . ...’ 0.

$300 upon net cstales of $20,000; and upon net estatos:

in excess of $20,000-and not.in. excess. af\~&90,000,~3 pér:

.cenbum. in addition of swoh excess,. .. .\ .. \-
281;,“,~;a

. $6Q0 upon wet estales of £80,000;. and wpon et cstales
in ezoess of $30,000. and.not.in: edoess’ of :$40,000, 4 pér:
centum in addition of suck exoess.

J. 118876———14
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91,000 upon nel estates of $40,000; and upon net eslates
in excess of $40,000 and wot in exoess of $50,000, 3 per
sentum in addition of such excess. | :

$1,500 upon set estates of $50,000; and upon nel estates
in azoess of $50,000 and not in exoess of $100,000, 7 per,
cenlum ‘n oddition of such excess.

$5,000 upon nei estales of $100,000; and upon net
eslates in exoess of $100,000 and not in exoess of $200,000,
& ner centum in addition of such excess.

$14,000 upon net estales of $200,000; and upon net
eslates in exoess of $200,000 and not in exoess of $400,000,
11 per centum in addition of such excess, ' '

$36,000 upon net estates of $400,000; and wpon net
estales in exess of $400,000 avd not in excess of $600,000,
13 per ocentum in addition’of swch exoess: S

$062,000 upon nei estates of $600,000; and upon wet
eslales in excess of $600,000 and not in excess of $800,000,
15 per oentum in addition of suck exaess.

$92,000 wpon net estates of $500,000; and- upon neé
eslales in excess of $800,000 and not in exoess of $1,000,000;
17 per centum in addition of such exoess. .~ '

$126,000 upon net estatés of $1,000,000; and upon wel:

‘estales in excess of $1,000,000 and not in excess of $1,500,000

19 per centym in addition of such éxcess; " o . )

. ’
K
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$321,000 upon wot estates of $1,500,000; and wupon

" Nt celales in excess of $1,500,000 and wot in ercess of

$2,000,000, 21 por osutum in addition of such excess. .
$336,000 wupon net cstates of- $3,000,000; and upon
nol cslales in exoess of $3,000,000 and wnot in exoess of
$3,500,000, 23 per contum in addition of suoh excess.
$441,000 upon net estates of $3,500,000;. and upon net
eslates in exoess of $8,500,000 and not in excess of
$3,000,000, 35 per centum in addition of such exoess.
$566,000 wpon net eslates of $3,000,000;.and upon
nol eslales in excess of $3,000,000 and wot in excess of .
$3,500,000, 27 per centum in addition of suoh excess.
- $701,000 upon net estales of $8,500,000; and.upon net
estales in excess of $3,500,000 and wot. in: excess of .
$4,000,000, 29 ger centum in addition of such.exvess. . -
$846,000 upon net esiates of $4,000,000;.and upon net,
estales. in cxoess of $4,000,000 and wot ‘in excess of :
$4,600,000, 31 per centum in addition of suoh cxoess; © - :
1,001,000 wupon ‘net estales of $4,500,000; and upon ,
net eslales in evoess of $4,500,000. and .nol in ezoess of -
$5,000,000, 33 per centum.in addition of such excess. . .
. #1,166,000 upon nel eslales .of .$5,000,000;. and upon -

‘nol. eslates in. excess of $5,000,000 and not in excess of.

$6,000,000, 85. per centum in_addition.of such excess. . . .
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" $1,516,000 wpon nel estates of $6,000,000; and upon
net eslales in excess of $6,000,000 and nol.in exoess of
£7,000,000, 37 per oentum in addition of sk azows,

. $1,886,000 upon net estales of $7,000,000; and upon
wol. estales in excess of 87,000,000 and w0l in exoess of
$8,000,000, 39 per centum in addition of smeh excess..
..+ $8,876,000 upon net estates of $8,000,000; and upon
net eslates in cxcess of $8,000,000 and. wol in -exces of
$9,000,000, 41 per. centum in addition of suck excoss.
$2,686,000 upon net eslales of.$9,000,000; and wpon .

net estales in excess of $9,000,000 and wot in. exoess of

$10,000,000, 43 per centum in addition of swok excess,

,116,000 upon wet estaies: of $10,000,000; and upon
net_esiales in excess of $10,000.000, 45 per centum in. addi- .
tion-of such arvess;. N T IR BT S
- (o) For the purposes of this seotion: the valus of the not :

- estate shall*be determined: as provided in Tils 111 of thé
Revenue Actof 1986, as amended, exoept that in liou 'of the
exempiion of $100,000 provided in‘ section'803(n)(4) of
such Act, the cromphion shall be $60,000.. .. =~ .
21 SEC. 402. CREDITS AGAINST TAX. 5.\« " hie Do 10
28 .+ - (a)'The oredit provided in.section:801(c) of lhe Rev-
25 enwe Act of 1546, as. aminded (80 per: contum, oredit), -
24  shall not'bi alloswed in) respect OIMWMW o
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 of tax paid Jor any’ yegr under Title TLIof ‘this- Act with
- pespéct to any ' propertyj shall be an aniownt: which ‘bears the
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(b) (1)1} a tax has been paid wnder Title 111 of this
Act on @ gift, and thereafter upon the death of the domor
any amount in respecl of such gift is required to he includded
in the valus of the gross estate of ke decedent for the pur-
poses of this title, then there shall be oredited against the
tax imposed by scotion 401 of this Aot the.amount of the
tax paid wnder such Title 111 with respect to-80 muochk of the
properiy whiok constituled the gift as is indluded in: the gross
estate, exospt' thal the amount of such oredit (A) ehall wot
exceod' an amounl which bears the same ratio to the' tax
imposed ' by - section 401 of this Act as the value (at the
time of the gift or at the time of the death, whickever is
lower) of $o much of the property which constituled: the
gift as is included in the. gross: estute, boars. lo the valuk lof
the ‘entire gross eslate; and (B) shall not exceed the amount

by rohiok the: gift. taz paid. wnder Title I11. of this Aot with

respect to so-much of the property as constituled: the-gifi ias
i4 Snoluded in-the gioss: estate; evveeds the amount of :fhe
credit under vection 301(b) of the Revenue Act. of 1336,
asamdedbytthd R K

v:(2) For'the puirposes of ‘paragraph’(1), the amownt

» N ‘
h"‘ M ”-.3 SR L -.‘:‘r»' Y H. Wt ".-' ST Z.Y i
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stk property Lears lo the tolal amount of wet gifts (rom

puled without deduction of the specific exemption) for ek
year.
SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF T4X.
Except ax provided in section 402, the tax imposcd by
seotion 401 of this Act shall be assessed, collected, and paid,
in the same manner, and shall be subject io the same pro-
visions of law (inclyding penalties), as the tax imposed hy
section 301(a) of the Revenus Act of 1926, except that in

‘the case of a resident decedent a return shall be required

if the value of the gross eslale at the lime of the decedent’s
death crceeds $50,000,
TITLE lII—GIFT TAX
BEC. 501. IMPOSITION OF TAX. N s
(@) For the oalendar year 1932 and each calendar
year: thoreafler a laz, compuied as provided in section 5(2,
shall be imposed. upon the iransfer. during such calendar
year by any iﬂdéoidual,mwidmt_ghmreﬁdmh of property
(b) The taz shall apply gvlmlwr tlw trapsfer iy, in
trust or otherwise, whether the gift is direct or indirect, gnd

whether tha property is.real or personal, tangible or. infan-

gible; but, in the case,of -a nonresident not a citizen. of , the
United States, sholl upply to a transfer only. if the groperty
i situated within the United States. The tax shall not
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apply lo a transfer made on or before the date of the enactment
of this Aok,
SEC. 3503. COMPUTATION OF TAX.
. The taz for each calendar yecar shall bo an amount
equal to the exoess of—
(1) a tax, compuled in aocordance with the Rate
Schedule hercinafter set forth, on the aggregate sim
. of the net gifis for such calendar year and for each of
the preceding oalendar years, over .
- (2) ataz, compuled in accordance with the Rale
= dedule,ontbeaw(cmoﬂkqudgifb[orm
of the preceding calendar years. - !
Girr Tax RaTs ScRBDULE
Upon nel gifts not in excess of $10,000, threo-fourths
of 1 per centum. “ ' .
875 upon net gifts of $10,000; and upon net gifts
in. excess of $10,000 and wot in excess of $20,000, 1% per
centum in addition of suok-excess.. - . - -
+ 8325 wpo el gifts of $90,000;-and simon net gifis'in
exoess ‘of $20,000 -and not in: exoes: of 330000, 2% per
centum in addition of such excess. - :
© $450 upon' wet gifts of $30,000; and vpon net gifis.in

28 mof}&O,Mdememoflw,Ow,.?mm

in addition of such excess, - - - SR



55.535?55;3@@‘360:*«»9

,,,;8

21

N6

#7850 upon net gifts of $40,000; and upon net gifts
in crcess of $40,000 and wol' in ercess of 850,000, 34
per contum in addition of suok excess, - coo

$1,135 upon wel gifts of $50,000; and upon net gifts
in excess of $50,000 and not in excess of $100,000, 5 per
oentum in addition of such evoess. | 3

$3,636 upon net gifts of $100,000; and upon net gifts
in eaxcéss of - $100,000 and not in excess of $200,000, 6}
per centum ix addition of such excess, . :

$10,125 upon. -nel gifts of $200,000; and upon nel gifis

. in ewonss of $200,000 and wot in excess of $400,000, der

centum in addition of such evoess.. » <
326,135 upon- net gifts of 3400,000; and upon wet

. gifls in cxoess of $400,000 and. not in excess of $600,000,

9% per centum in addition of such creess. g
.. $45,125 upon net gifts of $600,000; and upon nel gifts

:in ezcess of $600,000. and not . in cxess of $800,000, 11

per centum in addition of suck.evcess, L e B
- $67,125 upon wet gifts of $800,000;. mdspoumm

i excess of $800,000 and ot in- exoess of $1,000,000, 19}
per centum in addition of suoh evcess, .. .. .., .
© 892,125 upon et gifts of $1,000,000; and upon 4t

. af;a in.excess of $1,000,000 and not m excess of $1,500,000,

14peroentummadddwao[wohma N

.
oty
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+ $163,185 wpon net gifts of $1,500,000; and upon ‘el

gifts in excess of $1,500,000 and nol in ercess of $2,000,000,

15¢ per contwm: in addition of such evocss, :
'$289,625 upon net gifts of $2,000,000; and upon nel
gifts inaxcess of £2,000,000 and not in excess of $2,500,000,
17 per centum in addition of such exoess,
$324,625 upon net gifts of $8,500,000; and upon net
gifts in exoees of $2,500,000 and not in exoess of $3,000,000,
184 per centum in addition of such excess.

'« $417,125 wpon net gifts of $3,000,000; and upon wel
§ifts in exoess of $9,000,000 and not in excess of $3,500,000
20 per centum in addition of such exoess.

$617,135 upon wet gifts of $3,500,000; and upon net
gifis in excoss of $3,500,000 and not in excess of $4,000,000,
214 per centum in addition of such excess.

$634,625 upon net gifts of $4,000,000; and upon net
gifts in excess of $4,000,000 and ot in excess of $4,500,000,
88 per contum in addition of such exoess;
9739685 upon net gifts of $4,500,000; and upon et
Mmmof“ﬁWﬁWMnﬂmmoiﬁ,wom

‘24}parmmmaddcﬁonofauokmm

868,125 upon-net' gifts of $5,000,000; and upon net

m%mof”,mmaﬂdﬂ“mMOY'spmm

26 per centum in addition of such excess.
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$1,183,135 upon net gifts of $5,000,000; and upon net
gifts in excess of $6,000,000 and not in exoess of $7,000,000,
274 per centum in addition of smok exoess. )

$1,397,185 upon nel gifts of $7,000,000; and upon net
gifts in excess of $7,000,000 and not in exoess of $8,000,000,
29 per centum in addition of such exocss, Y

$1,687,185 upon net gifts of $8,000,000; and upon net
gifts in exoess of $8,000,000 and not in exoess of $9,000,000,
30% per centum in addition of suok excess. . . . .

$1,992,185 upon net gifts of $9,000,000; and upon net
gifls in excess of $9,000,000 and not in ercess of $10,000,-
000, 32 per centum in addition of such excess. -

$2,312,125 upon net gifts of $10,000,000; and upon
net gifts in excess of $10,000,000, 38% per centum in cddi-
tion of such excess. '
SEC. 503. TRANSFER FOR LESS THAN ADEQUATE AN FULL

CONSIDERATION. - L

Where property is transferred. for less:(han a1; adequate

and full comsideration in money or. money's worih, then. the

. amount by which. the value .of .the . property, yzceeded the

value of the consideration shall, for the. pwrpese of ‘the lax
imposed by.this title, be doemed 0.gift, and sholl be incduded
in compuling the amount of gifis made during.the calendar
year. T e L e S ey Y
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SEC. 564, NEY GIFTS. |

(a) GENERAL DEFINITION~The term * net pifta”
means the tolal amount of gifts made during the calendur
year, less the deductions provided in section 505,

(b) Girrs L.kss THAN $5,000.—In the case of gifix
(other than of future inlervests in property) made to any
person by the donor during the calendar year, the first $5,000
of such gifts o swch person shall not, for the purposes of
subsection-(a), be included in the total amount of gifts made
during such year.

SEC, 505. DEDUCTIONS.,

In computing net gifts for any calendar year there shall
be allowed as deductions:

(a) RESIDBNTS.—In the ocase of a citizen: or
resident—

(1) SPrOIFIC EXEMPTION.—An cxemplion of

850,000, lcss the aggregate of the amounts daimed

- and " allowed ~as specifio mptwn for preceding

+ calendar yesre.

o 7(2) OHARITABLR, B0, G1FT8—The amount of
all gifts made during such year to or for the use of—
(A): the United Blates, any State, Territmy,
* ' or any-political subdivision thereof, or the District
of Columbia, for exolusively public purposes;.
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(B) a corporation, or trusl, or community
chesl, fund, er foundation, organized and operated
exclusively ‘for religious, charilable, scientifio,
literary, or educational purposes, including . the
enconrugement of art and the - prevention of

- .orwelty: to. childron-or animals; wo part of the wet

earnings of .which -inwres to the domefit of any
private shareholder or individual;

- (C) a fraiernal society, ovder, or association,
operating wnder the lodge system, but only. if such
gifts are lo be used .eaclusively for religious,
charitable, scientific, literary, or eduoational pur-
poses, including the encouragement of art.and the
prevention of crudlly to children or animals;

(D) posts or organizations of «war velerans,

. or awxiliary units or: sooieties of any such posis or
.organitations, .if such posls, organizations, unis,

or secieties are organized in the Unifed States or

" any of ils possessions, and if no. paré.of their met

carnings inures to the bemefil of any privale share-
holder or individual; . g :
.. (1) the special fund for vocational rehabili-

lation aulhorized. by sectiun 12 of, the World Way
‘Velerans' Act, 1924. . 5 ... . .
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(2} NoNRESIDENTS~In the case of a nonresident

2 nol a oitizen of the United Stales, the amount of all gifts
8 made during awok year lo.or for the use of—

4
5
6
7
8
0

10

11
12
18
14
15
18

17

18
19

20

21

22
25
24%2 '

(1). the United Slales, any Siate, Tcrritory, or
any . political subdivision. thereof, or the District of

. - Columbia, for exolusively public purposes;

(8) a domestic corporation orgemized and opers

.aled exolusively for religious, charilable, scientific,
. lilerary, or educational purposes, including the encowur

ageient of art and. the prevemtion of cruelty to chil-
dren or animals; no part of the net earnings of which

. inures.lo the benefit of any privale shareholder or indé-
- vidual;

(8) .a trust, or community chest, fund, or foun:
dation, organized and operated exclusively for reli- |
gious, charitable,. .sciendific, . lilerary, . or educational
purposes, including the encouragement of art and the

.+ prevention: of: cruelty lo. children or. apimals; but only

if such gifts are to be used within: the [nited Slates:

. exclusively for such purposes; - . | < -
i (4) a fralernal sociely, ovrder, or - association; -
-operating wnder the lodge system, but only if such gifts :

“ v\ abe 10 be- used within. the. Uniled. States exclusively..
*for m charitable;. scientific, ' liderary, or. educa: .

¥ ‘é‘
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tional purposes, inoluding the ewcowragement of art
and the prevontion of oruelty to children or awimals;
() posts or organizalions of war velerans, or aus-
iliary wnits or socicties of any such posts or organiza-
tions, if asuch posts, organizations, wnits, or socisties aré
organized in the United States or any -of ils possess
sions, and if no part of their met carnings inures to
the benefit of amy private shareholder or individual;
(6) the apecial fund for vooational rehabilitation
authorized by seotion 12 of the World War Veterans'
Aot, 1924,
(o) The deductions provided in' subseotion: (a)(2) or
(b) shall be allowed only to the extent that the gifts therein
specified are included in the amount of gifts against which .
such deductions are applied.
SEC. 506. GIFTS MADE IN PROPERTY.
If the gift is made in property, the value thereof al the

-date of the gift shall be considered the amount of, the gift.
~ SBC. 507: RETURNS.

(a) REQUIRENENT—Any individual who within the
calendar year 1932 or any calendar year thereafter mukes -

. any transfers by gift (except those which under section 504

are not 1o be included in the total amount of gifts for suok .

~year) shall make: a:return wnder oath .in duplicate. The.

return shall set forth (1) each gift made during the calendar
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year which wnder section 504 is to be included in computing
nel gifts; (3) the deductions claimed and allowable under
section 305, (3) the met gifts for each of the preceding
calendar years; and -(4) such further information as muy
be vequired by regulations made pursuant lo law,

(b) TiINE AND PLACE FOR F11ING.~—TRe return shail
be filed on or before the 15th day of March following the olose of
the calendur year with the ocollector for the district in which is
localed the legal residence of the domor, or if ke has no legal

" residence in the United States, then (unless the Commissionor

designates another district) with the collcotor al Baltimore,
Maryland.
SEC. 508. RECORDS AND SPECIAL RETURNS.

(a) By DoNOR.—Every person liable lo any laz im-
posed by this title or for the collection thereof, shall keep
such records, render under oath such stalements, make such
returns, and comply with such rules and regulations, as the
Commissioner, wilk the approval of the Secrelary, may from
time lo time prescribe.’

- (b) To DETERMINE LiABILITY 10 TAX.—1Whenever
in the judgment of the Commissioner necessary he may

“require any persom, by -notice served upon him, to make @

return, render under oath such sialements, or keep such
reoords; as the Commissioner deems suffivient lo show whether
or not. suck person is liable to taz vnder this title.
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SEC. §09. PAYMENT OF TAX.
(a) TiMKk OF PAYMENT~The lax imposed by this

title shall be paid by the donor on or before the 15th day of

March following the olose of the calendar year,

(b) ExTENSION OF TINE FOR PAYMENT —AL the re-
quest of the donor, the Commissioner may eriend the time
for payment of the amount determined as the lax by the
donor, for a period not lo exceod six months from the date
presovibed for the payment of the tax. In such case the
amount in respeot of which the ertension is granted shall.
be paid on or before the date of the expiration of the period.
of the cxiension.

(c) VOLUNTARY ADVANCE PAYMENT—A laz im-
posed by this title may be paid, at the election of the donor,
prior lo the date presoribed for ils payment.

(d) FRACTIONAL PARTS OF CENT—In the payment
of any lax under this litle a fractional part of a cent shall
be disregarded unless it amounts lo one-half cent.or more, in
which case it shall be increased to 1 cent. ,

(e) REcEIPTS.—The collector to whom any payment
of any gift lax is made shall, upon request, grant i the person
making such payment a receipt therefor. ~
SEC. 510. LIEN. FOR TAX, L L

The tax imposed by .ikis title s\all be. a lien wpon all
gifis made during. the. volendar. year, for. ten. yoars. from.
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the time the gifts are made. If the tax is nol paid when
due, the domee of any gift shall be personally liable for
such taz to the exient of the value of mok gift. Any pert
of the property comprised in the gift sold by the dowee
to a bona fide purchaser for an adequale and full considera-
tion in money or money's worth shall be divested of the
lien herein imposed and the lien, to the evient of the value
of such gift, shall attach & aii the property of the domee
(including after-acquired property) - excopt any part sold
to a bona fide purchaser for an adequnts and full considers-

Hon in money or money’s worth. If the Commissioner is

salisfied that the taz liability has been  fully discharged or

provided for, he may, under regulations presoribed by him

with the approval of the Secretary, isswz his certificate,

releasing any or all of the properiy from the lien heremn

imposad.

SEC. 511. EXAMINATION OF RETURN AND DETERMINATION OF
TAX.

As soon as practioable 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 vespect of the tax imposed by

this title the term * deficiency "’ means—
J. 11837515
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(1) The amount by wohich the tax imposed by this
title exceeds the amount shown as the taxr by the donor
upon his return; but the amount so shown on the return
shall first be increased by the amounts previously assessed
(vr evllected withonl asscaement) as a deficiency, and
dacreased oy the amounts previously abated, refunded,
or otherwise repaid in respect of such tax; or
(3) If no amount is shown as the tax: by the donor
upon Ais retusn, or if no return is made by the do-or,
. then the amount by which the tax evceeds the amounts
previously assessed (or collected without assessment) as
a deficiency; bul 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 taz.
SEC. 513. ASSESSMENT AND COLLECTION OF DEFICIENCIES.
{a) PrriT1oN 170 Bo.uRD OF TAX APrEA LS.—I1f the
Commissioner determines that there is a deficiency in respect
of .the lax imposed by this title, the Commissioner is authorized
to send. notice of such deficiency to the domor by registered
mail. Within 60 days after such notice is mailed (mot
counting Sunday . as. the: siztieth- day), the donor may file

. a petition with the Board of Tar 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
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proceeding in court for its collection shall be made, begun,
or prosecuted until such notice has been mailed to the donor,

‘nor until the erpiration of suck 60-day period, nor, if a

petition has been filed with the Board, until the decision of
the Board has become final. Notwithstanding the provisions
of section 3224 of the Revised Statutes the making of swch
assessment or the beginning of such proceeding or distraint
during the time such prohibition is in force may be enjoined
by a proceeding in the proper court.

For exceptions to the restrictions imposed by this sub-
section 3ee—

(1) Subscction (d) of this section, relating to
waivers by the donor;

(2) Subsection (f) of this section, relating to
nolifications of mathematical errors appearing upon
the face of the return;

(3) 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 fhe
amount of the deficiency determined by the Board pend-
thg court review.

(b) Corrgocrion or Dgriciency FoOUND BY
BoARD 1] the dovor files a petition with the Board, the
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entire amoun! redetermined as the deficiency by the decision of
the Board which has become final shall be assessed and shall
be paid wpon motice 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 prooeeding in court with or withoul assessment.

(¢) FAILURE 10 F1LE PETITION.~1f the domor does
nol file a petition with the Board within the time presoribed in
aubsection (a) the deficiency, notice of which has been mailed
to the donor, shall be assessed, and shall be paid upon notice
and demand from the collector.

(d) Warver or Resrrierions.—The donor shall
ot any bime have the right, by a signed notice in writing filed
with the Commissioner, lo waive the resirictions provided. in
subsection (a) on the assessment and collection of the whole

w1 any part of the deficiency.

. +(e) INCRE4ABE oF DkricieNncy ArtErR NorTICE
MAILED.—The Board shall have jurisdiction to redetermine
the correct amount of the deficiency even if the amount so

..redelermined is greater than the amount of the deficienoy,

23 |, wotice of which has been mailed to the donor, and to determine

23

whether any additional amount or.addition to the taz showld

24 be assessed, if olatm.thercfor is asserted by the Commissioner
2 ab oi: bafore the hearing or a rehearing.
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(f) Forrakr DericieNcy LErrars RESTBIOTED.—
If the Commissioner has mailed to the donor wokive of o
deficiency as provided in subseotion .(a) of this sevtion, and
the donor files a petition with the Board within the lime
presoribed in such subsection, the Commissioner: shali- have
no rht to delermine any additional deficiency m: respect
of the same calendar year, except in the oase of fraud, and
except as provided in subsection (e) of this section, relating
to assertion of greater defioiencies before the: Board, or in
seotion 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 laz in cvcess of that shown upon the. return is
duc, and that an assessment of the taxz has been or will ba
made on the basis of what would have been the correct amount
of tax but 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 until notice of deficiency has been mailed, or of. section::

" 528(¢), prohibiting credits or.vefunds after petition. io. the -

Board of Taz Appeals) as a notice. of. a deficiency, .and, the,
donor shall have no right to file a petition with .the Beard
based on such notice, nor shall such assessment or collection:
be prohibited by the provisions of subsection (a) of. this
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(g) Jumispicrion Over OrBER CALENDAR
YB4R8.—The Board in redelermining a deficiency in respect
of any calendar year shall consider suoh faols with relation
lo the taxes for other calendar years as may be mecessury
correolly to redetermine the amount of such deficiency, but in
80 doing shall have no jurisdiction lo determine whether or

- not the tax for any other calendar yeur has besn overpaid

or undsrpaid.

(h) FiNaL DEcisions or Boarp—For the pur-
poses of this title ths date on which a decision of the Board
becomes final shall be determined according lo the provisions
of section 1005 of the Revenue Act of 1926.

(i) ExTENSION oF TIME FOR PAYMENT OF DEFI-
OIENCIES.—Wher: it is shown lo the salisfaction of the
Commissioner that the payment of a duficiency upon the date
presoribed 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 negligence,
to intentional disregard of rules and regulations, or to fraud
with inlent to evade taz), may grant an exiension for the
payment of such deficiency or any part thereof for a period

- nol tn excess of eighleen months, and, in exceptional cases,

for a further period not in excess of twelve months. If an

© extension is granled, the Commissioner may require the

donor to furnish a bond in such amount, not exceeding double
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the amount of the deficiency, and with such sureties, as the
Commissioner deems wncoessary, conditioned upon the pay-
ment of the deficiency tn accordance with. the terms .of the
eziension. :

(i) ADDRESS FOR Norwi or DEFICIENCY ~~In #he
absenoe of nolice to the Commissioner under section 537(&)
of the existence of a fiduciary relationship, notice of .a
deficiency in respect of a lax 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 is deceased)
or is under a legal disability.

SEC. 514. JEOPARDY ASSESSMENTS.

(a) AurHoriTy FOR MaKING—If the Commis-
sioner believes that the assessment or collection of a deficienéy
will be jeopardized by delay, he shall immcdiately assoss such
deficiency (togelher with all interest, additional amounis, or
additions to the taz 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 is made before any notice in respect of the taz to whish
the jeopardy assessment relates has been mailed under section
513(a), then the Commissioner shall mail’ a notice under

. such' subsection within' 60 days after the waking-of the

assessment. T T T O P R Y
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(o). AMOUNY A885884BIER BEPORE DECISION OF
B0o4RD~—The jeopardy. assesoment. may be madse in respect
of - @ deficiency greater or. less than that motice of which
has been mailed to the donor, despite the provisions of seo-
tion.518(f) prokibiting the determination of odditional de-
ficisnoies; and. whether or not the domor has theretofore filed
a peliion with the Board of Tax Appeals. The Commis-
sioner- shall notify the Board of the amouné of such assess-
menl, 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 therewih,

(d) AMOUNT ASSKSSABLE AFTER DECISION OF
Boarp.—If the jeapardy assesmnent is made. afler the
decision of the Bom . is rendered, such assessment may be
made only in respect. of the deficiency delermined by the
Beard: in its decision.

(e) EXPIRATION OF RIGHT TO ASSES8.—A jeopardy
assessment.may not-be made after the decision of the Board
has become final or after the donor has. filed.a petition for
review of the.decision of the Board.

(f) BoND 10.814Y COLLECTION.—When a jeopardy
assesement has been made, the donor, within 10 days after
notice and demand from the collector for the payment of the
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amount of the assessment, may oblain a stay of collection’
of the whole or any part of the amount of the assessment
by filing with. the collecior- a bond in such amount, not ex-
ceeding double. the amount as to which the stay is desired,
and. with such suretics, as the collector deems nacessary, con-
ditioned upon the payment of s0 muok 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,
logether with inlerest thereon as provided in section 523 or
584(b)(4).

(9) SaME—FURTHER CONMITIONS.—If the bond is
givon before the donor has filed his petition with the Board
under section 513(a), the bond shall contain a fur
ther condition that if a 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
nolice and demand at any time after the expiration of such

- periad, together with interest thereon al the rate of 6 per
. cendtimy per annum. from the dale of the ,eopardy notice and

demand to the dale of notioe and demand under this subsection.
(h) WAIVER oF S81ay.—Upon the filing. of the bond

.. the collection of so much of the amount assessed as is covered:

by the bond shall be stayed. The donor shall have the right
lo watve such stay at any time in respect of the. whole or
any part of the amount covered by. the bond, and if as a
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result of such waiver any part of the amount covered by the
bond is paid, then the bond shall, at the request of the dowor,
be proportionately reduced. If the Board determines that the
amount assessed is grealer than the amount whick should
have been assessed, then when the decision of the Board s
rendered the bond shall, at the requect of the donor, be pro-
portionately reduced.

(1) CovrikcTION 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 refunded
as provided in section 528, without the filing of clasm there-
for. If the amount determined as the amount whiok should
have been assessed is greater than the amount aotually
assessed, then the difference shall be assessed and shall be
collected as part of the tax upon nolice and demand from
the collector.

SEC. 515. CLAIMS IN ABATEMENT.

No daim in abalement shall be fled in respoct. of any.

assessment in respect of any tax imposed by this title.
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SEC. 516. BANKRUPTCY AND RECEIVERSHIPS.

(a) IMuEDIATE A88ESSMENT.—Upon the adjudica-
tion of bankrupicy of amy domor in any bankruplcy
prooceding or the appotniment of a receiver for any donor
in any reosivership proceeding before any court of the United
Slates or of any State or Territory or of the District of
Columbia, any deficiency (logether with all interest, addi-
tional amounts, or additions to the lax provided for by law)
determined by the (ommissioner in respect of a lax imposed
by thes title upon such donor shall, despite the restrictions
imposed by section 513(a) upon assessments be immediately
asscssed if such deficiency has not therelofore been assessed
in accordance with law, Claims for the deficiency and such
interest, additional amounts and additions to the tax may be
presented, for adjudication in accordance with law, lo the
court before which the bankrupicy or receivership proceeding
i pending, despite the pendency of proccedings for the
redetermination of the deficiency in pursuance of a petition
lo the Board; but no petition for any such redetermination
shall be filed with the Board after the adjudication of bank-
rupley or the appointment of the receiver.

(b) UNrPaIiD CLAIM8.—Any portion of the claim
allowed in such bankruptcy or receivership proceeding which
s unpaid shall be paid by the donor upon notice and demand
from the collector after the termination of such proceeding, -
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and may be collected by distraint or prooceding in court
Extonsions of time for such payment may be had in the same
manner and subject lo the same provisions and limitations as
are provided in sections 513(i), 531(b), and 524(b})(8)
h&omo]udaﬁckncyiaamiﬂpadbyﬁn%
SEC. 517. PERIOD OF LIMITATION UPON ASSESSMENT AND

COLLECTION.,

(a) GENERAL RULE~Ezcept as provided in subseo-
tion (b), the amount of tazes imposed by this titl: shall be
assessed within three years after the return was filed, and
no proceeding in court without aseossment for the oollection
of such tazes shall be begun after the erpiration of three
years after the return was filed.

(b) ExcerTiONS—

(1) FALSE RETURN OR NO RETURN.—In the
oase of a false or fraudulent refurn with intent to evade
taz or of a failure to- file a return the taz may be
assessed, or a proceeding .in. court for the colletion of
such laz may be begun without assessmendt, at any. time.

(2) COLLECTION APTER ASSESSMENT.~—Where
the assessment of any taz imposed by this title has
been made within the statutory period of limitation
properly, applicable thereto, such taz may. be .collected .
by distraiat or by a procceding in: court, bub.only if
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begun (1) within siz years after the assessment of the

taz, or (3) prior to the expiration of any peviod for

ocollection agreed wpon in writing by the Commissioner
and the donor.
SEC. 518. SUSPENSION OF RUNNING OF STATUTE.

The running of the slatute of limitations provided in
section 517 on the making of assessments and the beginning
of distraint or a proceeding in court for collection, in respect
of any deficicncy, shall (after the mailing of a notice under
seotion 513(a)) be suspended for the period during which
the Commissioner is prohibited from making the asscssment
or beginning distraint or a proceeding in court (and in asy
event, if a proceeding in respect of the deﬁc.ianoy 18 placed
on the docket of the Board, until the decision of the Board
becomes final), and for 60 days thereafter.

SEC. 519. ADDITIONS TO THE TAX IN CASE OF FAILURE TO
FILE RETURN.

In case of any failurc to make and file a veturn requered

by this tile, within the time prescribed by law or pre-

‘soribed by the Commissioner in purswance of law, 25 per

centum of the tax shall be added to the taz, except that when
a return is filed after such time and it is shown thal the
failure to.filz:4t was due o reasonable causs and not.due lo
willful neglect iz such addition shall be \mads io the taz.
The.amount. e0 added (o any .oz shall be collecied at the same
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time and in the same manner and as a part of the lar 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 as the tax. The emount added to the tar
under this section shall be in lieu of the 25 per centum
addition to the tax provided in section 3176 of the Revisea
Statuizs, as amended.

SKC. 520. ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.

(a) NRGLIGENCE.—~I[ any part of any deficiency
ts due (0 negligenos, or intentional disregard of rules and
regulations but without inient t» defraud, 5 per centum of
the total amount of the deficiency (in addition to such de-
ficiency) shall be assessed, collected, and paid in the same
manner as if it were a deficiency, except that the provisions
of section 522, relating to interest on deficiencies, shall not
be applicable.

(b) FrRAUD.—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 deficiency)
shall be so assessed, collected, and paid, in Liew of the 50
per centum addition to the tax provided in section 3176
of the Revised Statutes, as amended.

SEC. 521. INTEREST ON EXTENDED PAYMENTS.

(a) Tax SROWN ON RETURN.—If the time for pay-

ment of the amount determined as the taxz by the donor is



L W =3 D v e W N e

O T T O S O R
gﬁﬁgwmdam&wwa—o

239
extended under the authority of section 509(b), there shall
be collected as a pari of such amount, interest thereon al
the rate of 6 per centum per anwum 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.

(b) DEri1cIENCY.—In case an exlension for the pay-
ment of a deficiency is granled, as provided in section £73(i),
there shall be collected, as a part of the taw, interest on the
partoflludcﬁcimythcﬁm}orpaymofwhbhiaao
extended, at the rale of 6 per oentum per annum for the
period of the extension, and no other interest shall be col-
lected on such part of the deficiency for such period.

SEC. 522, 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
per annum from the due date of the tax to the date the
deficiency is assessed, or, in the case of a waiver under
section 513(d), to the thirtieth day after the filing of such
waiver or (o the date the deficiency is assessed whichever is
the earlier.
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SEC, 523. INTEREST ON JEOPARDY ASSESSMENTS.

In the case of the amount colleoled under:section 514(f)
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 demand under
section 514(i), or, in the case of the amount collecied in
excess of the amount of the jeopardy assessment, intercst as
provided in section 622,

SEC. 524. ADDITIONS TO THE TAX IN CASE OF NONPAYMENT.

(a) Tax SnowN oN RETURN—

(1) PAYMENT NOT EXTENDED.—Where the
amount determined by the denor ‘as the tax tmposed by
this title, or any part of ‘such amount, is not paid:on
the due date of the tax, there shall be collected as ‘a
part of the tax, interest upon suck unpaid amount at
the rate of 1 per centum a month from the due dute
until it is pad.

(2) PAYMENT EXTENDED.—Where an extension
of time for payment of ‘the amount so determined -as
the taz by the donor has been granted, audﬂw amount
the time for peyment of which'has been extended, and
the interest thereon determined under section 581(a),
isﬂotpaidt'ufullpriortothcexpiraﬁonofthcpcriod
of the extension, then, in liew of the interest provided
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for in paragraph (1) of this subseotion, interest ‘at
the rate of 1 per centum a month shall be collected on
such unpaid amount from the date of the czpiration
of the period of the extension until W is paid. L
(b) DEFiCIENCY—

(1) PAYMBNY NOT EXTRNDED.~—Where a défi-
cienoy, or any inlerest assessed in connection therewith
under section 522, or any addition to the tax provided
for in section 8176 of the Revised Statuies, is not palid
hfuﬂwﬂhinlﬂdappfromtbcdanofmﬁccaﬂl
demand from the collector, there shall be ocollected ik
port of the lav, interest upon. the unpaid amount ‘dt
tbemko[lmam&manmﬂfmthcdazeofw
notice and demand-until it is paid. E M

(2) FiLinGg oF JEOPARDY BOND.—If a bondiis
filed, as. provided. in section 514, the provisions iolf
paragraph (1) of this subseotion shall not apply to Tie
amount covared by the bond. ‘ of

- {3) PAYMBNT EXTENDED—If the part of de
deficiency the time for payment of whiok is extendrd
as provided in section 513(1) 3. %08 paid in accordante
with the terms of the extension, there shall be collectad,
as a part of the laz, interest on such unpaid amount: 't

- thcraboflpmmtnmawmnﬂszthpcrndfrm
J. llm&"“ﬂ’le ARENEY D S 1) AUV o
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. the time fived by the terms of the cxtension for ils pay-

ment until it is paid, and no other interest shall be
collected on such unpaid amouni for such period.

(4) JEOPARDY ASSESSMENT-—~PAYMENT STAYER
BY BOND.~If the amount included in the notice and

. demand from the collector under section 514(i) is nol

paid in full within 10 days after such notice and
demand, then there shall be collected, as part of the taz,
inlerest upon the unpaid amount at the rale of 1 per
centum a monih from the date of such notice and demand
until it is paid. ‘

(5) INTEREST IN CASE OF BANKRUPTCY AND
RECEIVERSRIPS.—If the unpgid portion of the claim
allowed in a bankruptcy or receivership proceeding, as
provided in section 516, is not paid in full within 10
days from the date of notice and demand from the col-
lecior, then there shall be collected as a part of such
amount inlerest upon the unpaid portion thereof at the
rale of 1 per centum a month from the date of such
notioe and demand until payment.

- SBC, 535. PENALTIES.

(a) Any person required under this title lo pay any
taz, or required by law or regulntions que under authorily
* thereof o make a return, keep any records, or supply any
information, for the purposes of the vompulation, assessment,

R e EBRR2SE 5
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or collection of any tar imposed by this title, who willfully
fails o pay such tax, make such refurn, keep such records,
or supply such information, at the time or times required
bylawormda&om,ahau,iuaddiﬁontooﬁcrmwu
provided by law, be guilty of a misdemeanor and, upon con-
viction i’ssreof, be fined not more than $10,000, or imprisored
fornotmthanamyear,orbolh together with the cosls
of prosecution. : :

(b) Any person who willfully atlempls in any man-
ner lo evade or defeal any tax imposed by this title or the
payment thereof, shall, in addition to other pemalfies pro-
vided by lave, be guilty of a felony and, on conviction
thereof, be fined mot -more than $10,000, or ‘imprisoned
for not more than five years, or both, loge!lm\ weth ‘the costs
of prosecution.

SEC. 526. TRANSFERRED ASSETS.

(a) METHOD OF COLLECTION.—TRe amounis of the
following liabilities shall, exoept ‘as hereinafter in: this section
provided, be assessed, collected, and paid in the same mansier
and subject to the same provisions and limitations as in the
case of a deficiency in the tazs intposeil by-this Ktle (including
the provisions in case of delingquency in payment after notice
and demand, ‘the provisions awthorizing distraint and pro-
ceedings in court.for callmaomavidtheprwﬁ:m prohibiting
claims and suils for refunds) : Aevvvinno o
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(1) TRANSFEREES.—The liability, at law or in
equily, of a transferec of property of a donor, in respect
of the taz (induding inleresi, additional amounts, and
additions o the tax provided by law) imposed by this
tile.
(2) FipuciarIBES.—The liability of a fiduciary

under section 3467 of the Revised Statmies [U. 8. C.,

title 31, sec. 198] in respect of the payment of any such

taz from the eslate of the dowor.
Any such liability may be either as to the amount of tar
shown on the relurn or as lo any deficirney ™ ez,

(b) PrrioD or LiMiTaTioN.—The period of limila-
tion for assessment of any suwoh liability of a transferee or
fiduciary. shall be as follows:

(1) Within one year after the evpirvation of the
period of limilation for assessment against the donor.

(2) If a court preceeding agaimst the donor for
the collection of the taz has been begun within the period
provided in peragraph (1), then within one year
after return. of evecution in such proceeding.

() PERIOD FOR ASSESSMENT AGAINST DONOR—

. Kor the purposes of this section, if the donor is deceased,

the poriod. of limitation for assessment against the domor

shall b the poriod that would be in effect had the deall
noé oocurred. Lo
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(d) SuvspEnsion or RunNING oF STaTUTE OF LIN-
ITATIONS—The running of the statute of limitations upon
the assessment of the liability of a transferee or fiduciary
shall, after the mailing of the notice under section 518(a)
to the transferee or fiduciary, 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 Kability is placed on the docket of the Board, until the
decision of (ke Board becomes final), and for 60 days
thereafter, ' B

(¢) Promgition or Suvits 10 RESTRAIN EN-
PORCEMENT OF LIABILITY OF TRANSFEREE OR FIDUCH-
ART.—No suit shall be maintained in any court for the pur-
pose of restraining the assessmenl or collection of (1) the
amount of the liability, at law or in equity, of a transferee
of property of a donor in vespect of any gift taz, or (2) the
amount of the liability of a fiduciary under section 3467 of
the Revised Statutes [U. 8. C., title 81, sec. 193] mmpwt

" of any such tax.

(1) DErINiTION OF “ TRANSFEREE'.—As used in

“this section, the term “transferee” includes domee, heir,

legatee, devisee, and distributee.
(g) Avnﬁz‘as;%‘ FOR NoTicE oF LiaBiLiry.—In the
absence of notice to the Commissioner under section 527(b)
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of the eristence of a fiduciary relationship, notics of liability
enforceable under this section in respect of a tav imposcd 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

-

13-

title even if such person is deccased, or is under a legal dis-
ability, or, in the case of a corporation, has terminated is
ecistence.

- SBC. 521 NOTICE OF FIDUCIARY RELATIONSHIP.

R ' HE T = B~ B T

(a) FipuciarRy or DoNoR—Upon notice to the
10 Commissioner that any person is acting in o fidwoiary
11  capacity such fiduciary shall assume the p.owen, rights,
12 . dubies, and privileges of the donor in respect of a tax imposed
13 | by this tile (except as otherwise specifically provided and
14 ercept that the tax shall be collected from the estate of the
15. ‘doaor), umtil notice is given that the fiduciary capacity has
16 terminated.

17 (b) Fipvcrary oF TRANSFEREE.—Upon notice to
18  the Commissioner thal any person is acting in a fiduciary.
19 . capacily for a person subject to the liability specified i
20 section 526, the fiduciary shall assume, on -behalf of such
21, person, the-powers, rights, duties, and pripileges of suoh
22 .person. under such.section (except that the liability shall be
23  collecled from the estate of such person), until notice is given
24, that the fiduciary capacity has terminated. .,;.

. .
1, B
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{c) MANNER or NoOTICE.—Notice under subsection
(a) or (b) shall be given in accordance with regulations
presoribed by the Commissioner with the approval of the
Secretary.
SEC. 528. REFUNDS AND CREDITS.
6 (a) AUTHORIZATION.—W here there has been an over-
7 payment of any tax imposed by this title, the amount of such
% overpayment shall be eredited agaimst any gift tax then due
) from. the tazpayer, and any balanos shall be refunded
e immediafely to the tazpayer.

N e

- 0

ot

i (b) LiMiTATION ON ALLOWANCE.—~

12 (1) PrRrion or LiMrrarioN.—No such credit or
(- refund shall be allowed or made after three years from
1 the time the tax war paid, unless before the expiration
15 of such period a claim therefor is filed by the tazpayer.
16 ‘ (2) LIMIT ON AMOUNT OF CREDIT OR RE-
17 FOND.—The amount of the oredit or refund shall not
18 ~: exceed the portion of the tax paid during the three years
100 75 immediately preceding the filing of the claim, or if mo
20 claim was filed; then during the three years immediately
21 ° preceding the allowance of the credit or refund.

22  (¢) Errect oF PETITION 10 BoARD—If the Com-
53 misstoner Rus mailed to the tazpayer a notice of deficiency
24 " under section 513(a) and if the tazpayer files a pelition with
25 -the Board of Tax Appeals within ths time presoribed in swok
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subsection, no oredit or refend in respect of the tax for the
calendar year i respect o; whioh the Commissioner has
delermined the deficiency shall bs allowed or made end no
suit by the tazpayer for the recovery of any part of such
taz shall be instituted in any court exoept—
(1) As o overpaymeonts determined by a deci-
sion of the Board which has become final; and
(2) As lo any amount collecied in cxoess of an
amount compuled in accordamce with the decision of
the Board which has become final; and
(8) As 1o any amownt collecied aftor the period
. of limitation upon the beginning of distraint or a pro-
. ceeding in court for collection Aas expired; but in any
such claim for credit or refund or in any sch suit for
refund the decisivn of the Board which has become final,
@8 lo whether suck period .has expired before the notice
of deficiency was mailed, shall be conolusive.
(d) OVERPAYNENT FOUND BY ,Bo.m.--lf the

. Board finds that there is no deficiency and further finds thal
the taxpayer has made an overpayment of taz in respect of

the larable yoar in vepect of which the Commissioner deler-
mined. the defisiency, the Bogrd shall have jurisdiction to
detormine the amount of such overpayment, and suah amount
shall, when the decision. of .the Board: has becoms final, -be
crediled or refunded to the tazpayer.. No such credit or
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refund shall be made of any portion of the iax paid more
than three ycars before the filing of the claim or the filing
of the petition, whichever is earlier.
SEC. §29. LAWS MADE APPLICABLE,

All administrative, special, or stamp provisions of law,
including the law relating lo the asscasment of tazes, 30 far
as applicable, are hereby extended to and made a part of
this title.

SEC. 530. RULES AND REGULATIONS.

The Commissioncr, with the approval of the Seorelary;
shall preacribe and publish all needful rules and regulations
for the enforcement of this title.

SEC. 531. DEFINITIONS.

For ke purposes of this title—

(a) CALENDAR YEAR—The term “ calendar year”
tncludes only the calendar year 1932 and sucoeeding calendar
years, and, in the case of the calendar year 1938, includes
only the porticn of such year after the date of the enactment
of this Aet.

(b) ProreiTYy WireIN UNrrep S8rares.—Siock in a
domestic corporation owned: and held by a nonresident shall
be deemed property sitwated within the United States.
M‘ﬂ.& SHORT TITIR.

This title may be cited as the “ Gift Taz Aot of 1933 ".
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TITLE IV—MANUFACTURERS EXCISE TAXES

1 SEC. 601, EXCISE TAXES ON CERTAIN ARTICLES.

(a) In addition to any other tax or duty imposed by

i law, there shall be imposed a tax as provided in subsection
(o) on every article imported info the United States unless

(b) The taz imposed under subsection (a) shall be

&
6 rcaly provisions of the Uniled States othervise provide.
(4
8

levied, assessed, collected, and paid in the same manner as
0 a duty imposed by the L'arif Act of 1930, and shall be

10 (lreated for the purposes of all. provisions of law relating
11  io the cusioms revenue as a duly imposed by such Act, except

12 that—
13 (1) the value on whick such taz shall be based
14 shall be the sum of (A) the dutiable value (under

section 503 of such Act) of the article, plus (B) the
cusioms duties, if any, imposed thereon under any provi-
sion of law;

(2) for the purposes of section 489 of such Act
(relating to additional duties in ceriain oases of wunder-

.- valuation)’ suck, taz. shall ‘ot be consideied an ad

valoresm rate of duty or a duty based upon or regulated

.in. any manner by the value of the article and for the

purposes of section 336 of such. Act. (the. so-called flex-

‘v thie taniff provision) such tax shall not be considered a

duty;
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(8) such tux shall not be imposed upon any
article imported prior lo the date on which this titls
takes effect;

(4) no drawback of such taxz (except tax paid
upon the importation of an articls desoribed in sud-
section (c) (4), (5), (6), (7), or (8)) shall be
allowed under scction 313(a), (b), or (f) of the
Tarif Act of 1930 or any provision of law allowing
a drawback of customs dutics on articles manufactured
or produced with the use of duly-paid materials;

(5) such taz shall be imposed in full notwithstand-
irng any provision of law granting rzemption from or
reduction of duties to products of any possession of the
United States.

(c) There is hereby imposed upon the following articles
sold in the United States by the manufacturer or producer,
or imported into the United States, a tax at the rates here-
inafter sel forth, to be paid by the manufacturer, producer,
or importer: S S c

(1) Lubricating. oils, 4 cents a gallon; but the
taz on the articles described in this paragraph shall not
apply with respect to the importation of such articles.

(2) Brewer's worl, 15 cenls a gallon. Liquid.
malt, malt syrup, and malt extract, fluid, solid, or con-
densed, made from malled cereal grains in whole or in
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part, unless sold to a baker for wuse in baking or lo a
manufacturer of malied milk, medicinal products, foods,
cercal beverages, or lextiles, for use in the manufao-
ture of such products, 3 cents a pound. For the pur-
poses of this paragraph liquid malt containing less than
15 per centuen of solids by weight shall be tarable as
brewer's wort,

(3) Grape concentrate, coapovated grape juice,
and grape syrup (vther than fivished or fountain
xyrup), if containing more than 35 per centum of
au;,mrs by weight, 20 cents a gallon. No tax shall be
imposed under this paragraph (A) upon any article
which comtains preservative suffisient lo prevent fer-
mentation when diluted, or (B) upon any article sold
to a manufacturer or producer of food products or soft
drinks for use in the manufacturc or production of
such products.

'(4) Crude petroleum, § cent per gallon; fuel oil
derived from petroleum, gas oil derived from petro-
leum, and all liquid derivatives of crude petroleum,
except lubricating oil- and gasoline or other motor
fuel, 3 comt per gallon; gasoline or other motor fuel,
2% cenis per gallon; lubricating oil, 4 cents per
gallon; paraffin and other petrolenm wazr products,
L cont per pound; natural asphdll and asphalt and:
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bitumen derived from petroleum, 10 cenls per 100
pounds. The taz on the arficles dasoribed in this paga-
graph shall apply only with respect to the importation
of such articles. L

{6) Coal of all sizes, grades, and dlassifications,
coke manufactured thevefrom; and coal or coke bri-
quetles, 10 cents per 100 pounds. The tax on the
articles described in this paragraph shall apply omly
with respect to the importation of such articles, and
shall not be imposed upon any such artiale if during e
preceding calendar yrear the exports of the articles de-
scribed in this paragraph frem the United Slates lo
the country from which such article is imported have
been grealer in quantity than the imports inda the United
States from such country of. the articles described: in
this paragraph. o . ¥

(6) Lumber, rough, or planed or dressed on ome
or more sides, $3 per thousand: feel, board measure;
but the tax on the articles described in this paragraph
shall. apply. only with respect. lo. the importation of such

R T SO A R Y i..‘
5 (IR Y 1

(7). Copper-bearing ores and concgnirales and

- articles provided for in paragraph 316, 380, 381,

387, 1620, 1634, 1657, 1658, or 1648 of the Tarif
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Act of 1930, 4 cents per pound on the copper conlained
therein: Provided, That no tax wnder this paragraph
shall be imposed on copper in any of the foregoipg
which is lost in metallurgical processes. ~ All articles
dutiable under the Tariff Act of 1930, not provided
for herclofore in this paragraph, in which copper (in-

cluding copper in alloys) is the component material -of

chief value, 3 cents per pound. All articles dutiable
under the Tariff Act of 1930, not provided for here-
tofure in this paragraph, containing 4 per centum or
more of copper by weight, 3 per centum ad valorem or
4 of 1 cent per pound, whichever is the lower. The
taxz on the articles described in this paragraph shall
apply only with respect to the importation of such ar-
ticles. The Secrelary is awthorized to- prescribe . all
necessary reyulétiwm for the enforcement of the pro-
visions of this paragraph.

(8) Rubber, 5 cenis a pound. Al articles con-

- taining rubber, 5 cents & pound on the rubber contained

therein. The taz on the articles desoribed in this para-
graph shall apply only with respect 1o the importation

- of such articles. As used in.this paragraph, the term
" “rubber” includes cll kinds of rubber and gutta-

percha.



. a1 & T A U O

: [y [y — [y [y [a—y 9y ot -3 ol
g S&: g s 8 Nl x -3 O [ -~ (VY N -t <

)
SEC. 602. TAX ON AUTOMOBILES, ETC.

There is hereby imposed upon the following articles
sold by the manufacturer, producer, or importer, a lax
equivalent o the following percentages of the price for which
20 sold:

(a) Automobile truck chassis and automobile truck
bodies (including tn both cases parts or aocessories therefor
sold on or in connection therewith or with the sale thereof),
3 per centum, A sale of an awtomobile truck shall, for the
purposes of this subsection, be considered to be a sale of the
chassis and of the body.

. (b) Other astomobile chassis and bodies and motor-
cycles (including in each oase parts or accessories therefor
sold on or in connection therewith or with the sale thereof),
except tractors, 4 per centum. A sale of an awtomobile shall,
for the purposes of this subseclion, be oonsidered to béia
sale of the chassis and of the body.

(o) Paris or accessories (other than tires and innér
tubes) for any of the-articles enumerated n subsection (a) or
(b), 2 pér centum. For the purposes of this subsection and

- subsections (a) and (b), spark plugs, storage batierids, losf

springs, coils, timers, and tire chains, which are suitable for
use on or in copneclion with, or as component paris of, any of
the articles cnumerated in subsection (a) or (b), shall' be

H
vt
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considered parts or acoessaries for such articles, whether or
ot primarily adapted for such use. This subsection shall

-not apply lo chassis or bodies for antomobile trucks or other

awlomobiles.  Under regulations prescribed by the Commis-
sioner, with the approval of the Secretary, the lax under this
subsection shall not apply in the case of sales of parts or
accessories by the manufacturer, producer, or importer lo a
mansufaciurer or producer of any of the anticles enumerated
in subsection (a) or (b). If any such parts or accessories
are resold oy such vendee othermise than on or in connection
wilk, or with the sale of, an article enwmeratod in subsection
(a) or (b) and manwufactured or produced by such vendee,
then for the purposes of this section the vendee shall be con-
ddcndt&cmmfmmormro[dummqr
acceseorses 30 resold.

(d) Under regulations prescribed by the Commissioner,
with the approval of the Seerctary, the laz under subsection
(a) shall not apply in the case of sales of bodies by the manu-
facturer, producer, or importer to a manufacturer or pro-
ducer of automobile trucks or other auiomobiles to. be sold
by such vendee. For the purposes of subsection (a) such

-vendec shall be considered the mansfacturer or producer of

such bodies. ,
{e) (1) Where prior to August 1, 1934, any. article
subject 1o the tax imposed by this section has been sold by
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the manwfaclurer, preducer, or importer, and iz on such
dale held by .a dealer-and intended for sale, there shall be
refunded to the manufacturer, producer, or importer the
amonnd of the tazx, or if the tux has not b;'m paid, the taz shall
be abated. ’

(2). As used in'this subsection the term * dealer ' includes
a wholesaler, jobber, or distributor, For the purposes of
this subsection, an arlicle sholl be considered as “ held by a
dealer” if title thereto has passed to such dealer (whether or
not delivery to him has been made), awl if for purpases of
consumpliou  tille o sych artide or possession thereof has
nol.at any fime heen transferved (o any person other than g

(3). Under requlations prescribed by the Commissioner,
with. the approval of the Secretary, the refund provided by
this aubsection—( A ) may be applied. as a oredit against the
tax shown by subsequent returns of the manufacturer, pro-
ducer, or importer, and. (B) may be made to the dealer
instgad of to the manufacturer, producer, or imparter,: if
the wagufaeturer, producer, or importer waives any ‘,dai!;l
for the amount s0 to be refunded. . o v

(4) When the refund, credit, or abalement provided for
in this subsection has been gliowed .to the manufacturer, pro-
ducer, or imparler, he shall remit to the dealer. fo: whom was

5. sold theiarticle in respect of which the refund, croshit, or. abate:

J. 118376——17
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ment was allowed, so much of that amount of the tax corre-
sponding to the refund, credit, or abalement, as iwas
included in or added to the price paid or agreed to be paid
by the dealer. Upon the failure of the manufacturer, pro-
ducer, or imporler to make such remission he shall be liable
to the dealer for damages in the amount of three times the
amonnt thereof, and the court shall include in any judgment
in favor of the dealer in any suit for the recovery of such
damages, costs of the suit a../ n veazonable attorney's fee to be
fixed by the court,

SEC. 603. TAX ON RADIO RECEIVING SETS, ETC.

There is hereby imposed upon the following articles,
sold by the manufacturer, prol.cer, or importer, a tax
equivalent lo 5 per centum of the price for which so sold:
Chassis, cabinets, tubes, reproducing units, power pocks, and
phonograph mechanis:is, suitable for use in comnection with
or as part of radio receiving sels or combination radio and
phonograph seiz (including in each case paris or accessories
therefor sold on or in connection therewith or wilh the sale
thereof ), and records for phonographs. A sale of any two
or more of the above articles shall, for the purpose of this

‘section, be considered a sale of each separately.

. SEC. 604. TAX ON CHEWING GUM.’

There i3 hereby imposed upon chewing gum o substi-

 tutes’ therefor, sold by the manufacturer; producer; or im-

P R A I A
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porter, a lax equivalent to 3 per centum of the price for
which so sold.
SEC. 605. DEFINITION OF SALE.

For the purposes of this title, the lease of an article
shall be considered the sale of such article.
SEC. 606. SALE PRICE. y

(a) In determining, for the purposes of this title, the
price for which an article is sold, there shall be included any
charge for coverings and containers of whatever nature, and
any charge incident to placing the article in condition packed
ready for shipment, bul there shall be excluded the amowny
of tax tmposed by this title, whether or not stated as ¢
separate charge. A (ransportation, delivery, insurance,
installation, or other charge (not required by the foregoing
sentence to be included) shall be excluded: from the. price

- only -if the amount thereof is established to the satisfaction

of the Commissioner, in accordance with the regulations.
(b) If an article is—
1 (1) sold at retail;
(2) sold on consignment; or. .
(3) sold (otherwise than through an urm’s-length
transaction) at less.than the fair markel price; '
the tax under this title shall (if based on the price for which
the article is sold) be computed o, the price for which such

articles are sold, in the ordinary course of trade, by manufac-
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turers or producers thereof, as determined by the Commis-
sioner.

(¢) In the case of (1) a lease, .(2) @ oconivact for
the sale of an arlicle whercein it is provided that the price
shall be paid by installments and title to the article sold does
not pass until a future date notwithstanding partial peyment
by installments, or (3) a conditional sale, there. shall be paid
upon each payment with respect lo the article that portion
of the total tax which is proportionate to the portion of the
total amount to be paid represented by such payment,

SEC. 607, SALE OF ARTICLES FOR FURTHER NANUFACTURE. |

Under regulations presoribed by the Commissioner with
the approval of the Secrelary, no tax wunder this tille shall
be imposed upon any article sold for use as material in the
manufacture or production of, or for use as a componend
part of, an article to be manufactured or produced by the
vendee which will be taxable under this title or sold free of
tax by virlue of thes section. 1If the vendee resells an article
sold to him free of tax under this section, then for the purposes
of thiz title he shall be considered the manufacturer or producer
of such article.

SEC. 668. CREDITS AND REFUNDS. o

(a) A credit against tax under this title, or a refund,

may be allowed or made—
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(1) to a manufacturer or producer, in lhe
amount of any lax wunder this litle which has been
paid with respect to any article purchased by kim and
userid by him as material in the manufacture or pro-
duction of, or as a component pdrt of, an article with
respect to which tar under this title hus been paid, or

which has been sold free of tar by virlue of section 607,

relating to sales of articles for further manufacture.

" (2) to any person who has paid tax under this
tile with respect (o an article, when. the price on whioh
the tax was based is readjusted by reason of return or
repossession. of the artidle or a covering or comtaines,
or by a bona fide discount, rebate, or allowance; in the
amount of that purt of the tax proportionate lo the
part of the price which is refunded or credited.

(b) Credit or refund under subsection (a) shall be
allowed or mude only wpon compliance with requlations pre-
soribed by the Commissioner with thy approval of the
Secretary.

(c) In no case shall interest be allowed with respect to
any amount of tax under this title credited or refunded.

.o fdy Ne overpagment of: tar under: this title shall be

credited or refunded (otherwise than under subsection (a)},
in. pursuance of a court decision or otherwise, unless the
person who- paid the tax establishes, tn accordance. with
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regulations prescribed by the (ommissioner with the approval
of the Secrctary, (1) that he has not included the taz in the
price of the article with respect o which it was imposed, or
collected the amount of tar from the vendee, or (2) that he has
repaid the amount of the tax to the ullimate purchaser of lhe
article, or unless he files with the Commissioner wrillen con-
sent of such ullimate purchaser o the allowanze of the credit
or refund.
SEC. 609. USE BY MANUFACTURER, PRODUCER, O.". IMPORTER.

If any person manufactures, produces, or imports an
ariicle for his own use (other than use as material in the
manufacture or production of, er as a component part of,
another article 1o be manufactured or produced by him which
will be taxable under this tile or sold free of tax by virlue
of section 607, relating lo sale of articles for further wanu-
facture) he shall be liable for taz under this title in the same
manner as if such articde was sold by him, and the lax shall be
compuled on the price at which such or similar articles are
sold, in the ordinary course of trade, by manufacturers,
producers, or tmporiers thereof, as delermined by the
Commissioner.
SEC. 610. SALES BY OTHERS THAN MANUFACTURER, PRO-

. DUCER, OR IMPORTER.

In case any person other than the manufacturer, pro-

duocer, vr ... jorter of an article, acquires by operation of
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iaw or as a resull of any lransaction not larable under this
title, the right to sl such article, the sale of such article by
such person shall be taxable under this title as if made by the
manufacturcr, producer, or imporier, and such person shall
be liable for the tax.
SEC. 611. CONTRACTS PRIOR TO MAY 1, 1932,

(a) 1} (1) any person has, prior to May 1, 1932,
made a bona fide contract with another person for the sale,
after the lax takes effect, of any article in respect of the
sale of which a tax is imposed under this title, or in respect
of which a lax is imposed under this subscction, and (2)
such comtract does not permil the adding to the amount to be
paid under such contract, of the whole of such tux, then
unless the contract prohibits such addition) the vendee,
shall, in lieu of the vendor, pay so much of the tax as is not
s0 permilled (o be added lo the contract price,

(b) Thctampayablcbythevmdecshau&paulw
the vendor at the time the sale is consummated, and shall be
collected, returned, and paid to the United States by such
vendor in the same manner as provided in section 702. In.
case of failure or refusal by the vendee lo pay such tazes lo
the vendor, the vendor shall report the facts to the Commis-.
sioner, who shall cause collection of such tazes la -be made
from the vendee.



L X o D RN s B W =

R N S Oy S
R E 2R E o e ® 0 = 2

204
SEC. 612. REYURN AND PAYMENT OF MANUFACTURERS TAXES,

(a) Every person liable for any tar imposed by this
title on sales by him shedl make monthly returns wnder
oath in duplicate and pay the taxes imposed by tiis title to
the colieclor for the district in which is looated his principal
place of business or, if Ac s no priscipal place of business
in the United States, then (o the collector at Baltimore, Mary-
land. Swch returns shall contain: suck information and be
mads al such times and in such manner as the Commissioner,
with the approval of tlie Becretary, may by Wgulahom
prescribe.

(b) The t..x shall, without assessment by the Commis-
sioner or notice from the collector, be due and payable to the
collector at the time %0 fived for filing the return. If the
tax is not paud when due, there shall be added as part of the
lax interest al the rate of 1 per centum a month from the
time when the tax became due until paid.

SEC. 613. APPLICABILITY OF ADMINISTRATIVE PROVISIONS.

AU provisions of law (incluchng penalties) applicable
in respect of the taxes imposed by section 600 of the Revenue
Act of 1926 shall, in so far as applicable and not inconsistent

: mmwum,beapplmbzemrmofmmwm

by this title.
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SEC. 614. RULES AND REGULATIONS.

The Commissioner, with the approval of the Secretary,
shall prescribe and publish all needful rules and regulations
for the enforcement of this title in so far as it relates to the
taxes on articles sold by the manufacturer, producer, or
tmporter. The Secrctury shall prescribe and publish all
needful rules and rvegulations for the enforcement of this title
in 80 far as it relales to the taxes which under the provisions
of section 601(b) are to be levied, assessed, collecicd, and
paid in the sume manner as duties imposed by the Tariffp
Act of 1930.

SEC. 615. EFFECTIVE DATE.

This title shall take effect on the fifteenth day after the
date of the enactment of this Act, except that section 614,
relating lo rules and regulations, and this section shall take
effect on the date of the enactment of this Act. No sale or
importation after June 30, 1934 (or after July 31, 1934, in
the case of articles tarable under section 602; relating to the
taz on cuinmobiles, elc.), shall be taxable under this title,

TITLE V—MISCELLANEOUS TAXES
Pars 1—Tax on Telegraph, Telephone, Radio, and Cuble
| Fecilities: '
SEC. 781. IMPOSITION,

(a) On and after the fifteenth day after the dale of

the enactment of this Act, there shall be imposed—
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(1) in the case of cach telegraph, tolephone, cable, or
radio dispatch, message, or conversation, which originales
on or after such datc and before July 1, 1934, within the
United States, a lax: al the following rales:
(d) Tdephone conversations for which the
churge i3 50 cents or more and less than $1, 10
cenls; for which the charge is $1 or more and legs
than $2, 15 cents; for which the charge is $2 or
more, 20 cents; oo N
(B) telegraph dispatches and messages, 5
per centum of the amount charged therefor; and.
(C) cable and radio dispaicl.es and mea-
sages, 10 cents;
hut only one payment of sach tax shall be required,
nolwithstanding the lines or stalions of ove or more
persons are used for the lransmission of such dispatch,
message, or conversation; and
() a tax equivalent to &5 per centum of the
amount paid on or afier the fifteenth day after the date
of the emactment of this Act to any telegraph or
telephone company for any leased wire or talking circuit
special service furnished on or after such date and
before July 1, 1934. This paragraph shall not apply

lo the amount paid for so muck of such service as is
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wlilized in the conduct, by a common carricr or telephone

or lelegraph company, of its business as such.

(b) No tax shall be imposed under this section upon
any payment received for services or facilitics furnished to
the United States or to any Stale or Territory, or political
subdivision thereof, or the District of Columbia. The right
to exemption under this subsection shall be evidenced in such
manner as the Commissioner with the approval of the Secre-

. tary may by regulation prescribe, ; ‘

SEC. 702. RETURNS AND PAYMENT OF TAX.

(a) The taxes impased by section 701 shall be paid by
the person paying for the services or fagilities. .

(b} Each person recciving .any paymenis specified -in
scction 701 shall collect the amount of the tar imposed by
such section from the person making such payments,- and
shall on or before the last day of each month make a return,
under oath, for the preceding month, and pay the tares sy
collecled, to the collector of the district in which his prin-
cipal place of business is located, or if ke has no principal
place of business in the United Stales, to. the collector at
Baltimore, Maryland. Such returns shall contain such
wnformation and be made. in such manner as the Commis
sioner with the approval of the Secretary may by regulation
prescribe. The Commissioner may extend the time for mak-
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ing returns and paying the tares collected, under such rules
and regulations ax ke shall prescribe with the approval of
the Secretary, but no such crtension shall be for more than
90 days,
Part I1—Admissions Tax
SEC. 711. ADMISSIONS TAX.
(a) Paragraph (1) of section 500(a) of the Revenue
Act of 1926, as amended, is amended to read as follvws:
“(1) A tax of 1 cent for each 10 cents or fraction
thereof (or, in the case of admission to a horse or dog
race, 25 per centum) of the amount paid for admission
to any place, inclading admission by semson ticket or
subscription, to be paid by the person paying for such
admission; except that in casc the amount paid for
admission is $3 or less; less than 11 cenis, no tax
shall be imposed; and emeept that in evase of ad-
thiwion 0 o prisd Bght, or bexing; sparsing; oF
amount paid for admivion i 86 or more; the &
shall be 25 per ecentim of wuch amount: Rrovided;
That an  eqnivalent  tax vhall be colledted on
ot free or complimentary tickels of admissions
to sach prive fight; or boxing; sperringy eor othes
. pugilistie matok or eshibition and the tas ahall be on
the amount for whieh o similar veat or box is sold of
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the anid match or exbibition imposed. In the cose of
persons (cxcept bona fide employeas, municipal oficers
on official bmim and children uader 12 yoars of age)
adwmitted free or at reduced rates o any place at a time
when ana under circumstances ander whick an admis-
#ion charge is made (o other persons, an equivalent g
¢hall be collected based on the price so charged to such
other persons for the same or similar acoommodations,

{0 be paid by the person 30 adwitied, Amounts paid

for admission by season ticket or subseription shall be
exempt only if the amount which would be charged
to the holder or subecriber for a single admission is $
or leset less than 11 cents;”

(b) Paragraph (2) of seriion 500(a) of the Revenue

Act of 1926, as amonded, i amended o read as follows:

“(2) Upon tickets or cards of admission to
theaters, operas, and other places of amysement, sold

2t news stands, hotels, and places other than the tioket
oftices. of snch theaters, operas, .or other places of
amnsement atnenoemed%mtoapminexeess
" of the sam of the estublished price therefor at sach

ticket offices' plus the amount of any tax imposéd under
parageaph’ (1), a tax eqiivalent to & per.eentosms 10

' per, centump of the amount of such excess; swd i seld
“for ‘mere than 75 ponte.in oncem of. the oum of guch

Wpﬁwm&omdwww
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under puregeaph {1 & tax equivalent (o 50 per
eentum of the whole amount of meh eneess; such tanes
laz to be returned and paid, in the manner and subject
to the interest provided in section 502, by the person
selling such tickets; "

(¢) Section 500 of the Revenue Act of 1926, as
amended, is amended by adding at the end thereof the

. following subdivision :

“fe) The exemption from tar provided by subdivision
(b)(1)(A) shall not be allowed in the case of admissions
to wrestling matches, prize fights, or boxing; sparring, or
other pugilistioc matches or exhibitions, except tn the case
of admissions the proceeds of which inure exvclusively to the
bencfit of educational institutions.”

Note—Section 500(b) (1) of the Bevenne Act of 1928, 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, societiss,
or organizations, societics for the prevention of cruelty to children or
snimals, or societies or organizaiions conducted for the sole purposs of

' maintaining symphdny drchestras and receiving substantial support from

voluntary contributions, or of improving any city, town, villsge, or other

. mumicipality, or of maintaining a cooperative or community’ center mov-

ing-picture theater—if no part of the net earnings thereof inures to the
benefit of sny private stockholder or individual; or (B) exclusively to the
benefit of persons in the military or naval forces of the United States; or

' (03 exclusively to the binelit of persons who have served in such foroes
an

are in need; or (D) exclusively to the benefit of National Guard

. organizatjons, Reserve Officers’ associations or orgsnisations, posts or
" ‘organizations of war veterans, or auxiliary units or societies of any such

posts or organizations, if such posts, organizations, units, or socicties are

+ érganized in the United States or any of its poseessions, and if o part

of their net earnings inures ¢o the benefit of an privaie

, , : ‘ e stockholder or
' individdal; or (B) exclusively to the benefit of members of the police

PEER]
’

or fire department of any city, town, village, or o’ther‘mgnmgamy, or the

depondests or heirs of wuch méinbets: or *© '
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(d) Subsections (a) and (c) shall take efect on the

1

g ffteenth day after the date of the cnuctment of this Act.

3 (¢) Effective July 1, 1934, section 500(a)(1) of the
4 HRevenue Act of 1926, as dmended by subsection (a) of this

5 dection, is amended by striking out * less than 11 cents”

g '0herever appearing in such paragraph, and mammg in lwu
q  theveof “ $3 or less ",

SEC. m. ADMISSION TO OLYMPIC GCAMES.

s 2}

g Thé tax imposed by section 500 of the Revente Act
10 4 1926, as dmcnded, shall not be imposed in vespect ‘of
11 ddmission to the games of the Xth Olympiad 1o be' held tn
19 the United States in the calendar year 1932,

g T Part Hi—Stamp Takes
‘14 SEC. 731. STAMP TAX ON ISSUES OF BONDS, ETC.
15  '(a) Subdivision 1 of Schedule A of Title VIII of

m' the Reveivie Act of 1926 is amended by striking out “ 5
'{"7"%"'55;‘1:‘13"”051(1'l‘nse'rlitig in liew' thereof “ 10 cents”, and by
18 " inserting it the end thereof a new sentence to read as folloins:
b “Thé tax under this subdivision shall not apply 16 any in-
86 " slriiment under' the ‘terms of which the' obligee i required
21 'to'make payment therefor in installments and is fot permiited
22 ld"makn' in any year a payment of more than 20 per centum
23 of Iw cash amonnl to which entitled upon maturily of the

24 instrument.”

‘ , 1 o .
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(b) Subscetion (a) shall take efcet on the 15tk day

¢fter the date of the enactment of this Act,
(c) Effective July 1, 1934, such subdivision 1, as

.amended by subsection (a) of this section, is amended by

striking out “10 cemts” and inserting in liow thereof
“5 cents”.
SEC. 722, STAMP TAX ON ISSUES OF STOCK, KTC.

(a) Subdivision 2 of Schedule 4 of Title VIII of the
Revenue Act of 1926 is amended to read as follows:

“2. Capital stock (and similar interests), issue: ‘On
each original issue, whether on organization or reorganiza-
tion, of shares or certificates of stock, or of pmﬁﬁ,
or of interest in property or accamulations, by any oor-
poration, or by any investment trusl or similar, organization
(orbyanypermonbehalfofmhinmmmuqr
similar organization) holding or dealing in any of thamatm-

‘ments mentioned or described in this subdivision or sbdivi-

sion 1 (whether or not such invmuwm.wordmﬂq
organizalion. constilules a corporation within the meama,q
of this Act), on each $100 of par or face value or fraction
thereof of the certificates issued by sych corporation or by
such investment trust or similar organization ( or of the 8hayl-¢;,s
where no certificates were issued ), 5 eents 10 cents: Prqvidéd,
That where o eertifiente is such shares or_certificates gre

issued without par or face value, the tax shall be & eents
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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 he & eente 10 cents on sach 8100 of actual
value or fraction thereof of such certificates (or of the
shares where no certificales were issued ), or unless the actual
value is less than 8100 per sharc. in which case the tax
thall be + eent 2 cents on each $20 of actnal value, or frac-
tion thereef: thercof, of such certificates (or of the shares
where no certificates were issued).

“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.

(c) Effective July 1, 1934, such subdivision 2, as
amended by subsection (a) of this section, is amended by
striking out *‘ 10 cents’ wherever appearing in such sub-
division and inserting in liew thereof “ 5 cents”, and by
striking out “2 cents” and inserting in lieu 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: to read as follows:

J. 1183"75———18
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‘8. Capital stock (and similar intercsts), sales or
transfers: On all sales, or agreements to sell, or memo-
randa of sales or deliveries of, or transfers of legal title to
shares or eertifientes of stock or of profite or of interest in
property or aceumulations in any eorperation; any of the
shares or certificates mentioned or described in subdivision 8,
or to rights to subscribe for or to recsive such shares or
certificates, 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 any paper or agreement
or memorandum or other evidence of transfer or sale;
whether sale (whether entitling the holder in any manner
to the benefit of such steek share, certificate, interest, or
rights, or net not), on each $100 of par or face value or
fraction thereof of the certificates of such corporation or

other organization (or of the shares where no certificates

were ssued), # eents 4 cents, and where such shares or

cerlificates are without par or face value, the tax shall be
2 eente 4 cenis on the trangfer or sale or agreement to sell
on each share (corporate share, or investment trust or other
organization shurq, as the case may be) : Provided, That it is
not intended by this title to impose a tax upon an agreement
evidencing a deposit of certificates as collateral security for
money. loaned thereon, which certificates are not actually
sold, nor upon the delivery or transfer for such purpose of



—

T LTI ;T e ®

[ T O T o Yy
P I D R s W D = D

275
certificates so deposited, nor upon mere loans of stock nor
upon the return of stock so loaned: Provided further, That
the tax shall not he imposed upon deliveries or transfers to
a broker for sale, nor upon deliveries 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 the taz shall not be imposed upon
deliveries or transfers from a flduciary to a nominee of such
fiduciary, or from one nomines of such fiduciary to another,
if such shares or certificates continue to ve held by such nomi-
nee for the same purpose for which they would be held if
retatned by such fiduciary, or from the nominee to such
fiduciary, but such deliveries or transfers shall be accom-
panied by a certificate setting forth the facts: Provided
further, That in case of sale where the evidence of trans-
fer is shown only by the books of the corporation or.
other organization the stamp shall be placed upon such
books; and where the change of ownership is by transfer of
the certificate the stamp shall be placed upon the certificate;

‘and in cases of an agreement to sell or where the transfer

is by delivery of the certificate assigned in blank there shall
be made and delivered by the seller to the buyer a bill or
memorandum of such sale, to which the stamp shall bé
affixed ; and every bill or memorandum of sale or agreement
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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
as agent or broker for such person, who makes any such
sale, or who in pursuance of any such sale delivers any
certificate or evidenoe of the sale of any stock, share, interest
or right, 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 a misdemeanor, and upon conviction thereof shall
pay a fine of not exceeding $1,000, or be imprisoned not
more than six months, or both.”

(b) Subsection (a) shall take effect on the fifteenth day
after the date of the enactment of this Act.

(c) Efective July 1, 1934, such subdivision 3, as
amended by subsection (a) of this section, is amended by
striking out “ 4 cents” wherever appearing in such subdi-
vision and inserting in lieu thereaf *“ 2 cents .

SEC, 724. STAMP TAX ON TRANSFER OF BONDS, ETC.

(a) Schedule A of Tile 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,
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or iransfers of legal.title to any of the instruments mentioned
or desoribed in subdivision 1 and of q kind the issue of which
is tavable therewnder, whether made by any aseignment
tn blank or by any delivery, or by any paper or agree-
ment. or memorandum or other evidence of iransfer or sale
(whether entitling the holder in any manner lo the benefit:of
such instrument or not), on-each $100 of face value or frac-
tion thereof, 4 cents: Provided, That it is not intended by this
title Lo impuse g Lax: wpon al agroement evidencing a deposit of
instruments as collateral securily ‘for money loaned thereon,
which instruments are nol actually sold, nor upon the delivery
or transfer for such purpose of instruments so depositdd:
Provided further, That the tax shall not. be impoved on
deliverics or transfers of bonds in connection with a reorgani-
zation (as defined. in soction 112 of the Revenue Act of
1932) if the entire amount of gain or loss from the exchange

 or. distribution. involved in the delivery or. transfer 'is not

recognized under the income taz law applicable to the year
in which the delivery or transfer.is-made: Provided. furthes,

.‘thmmmﬂmwhmdmddm”mm

lo a_broker for sale, nor upon delivemes or transférs by' &

broker to a customer for whom and . upon. whose order he

has purchased same, but such.deliveries or trawefers shall

.. be accompanied by a . .cerlificate setting forih the facts:

Provided. further, Thot the tas shall wot:be impoeed. upoh
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deliveries or tramsfers from a fiduciary to a mominee of
such fiduciary, or. from one nominee of such fiduciary to
another, if such instruments continue to be held by such
tnomince for the same purpose for which they would be
held if retained by such fiduciary, or from the nominee
to such fiduciary, but such deliveries or transfera shall be
accompanied by a certificate setting forth the facts: Provided
further, That where the change of ownership is by
iransfer of the insirument the stamp shall be placed upon

(ithe 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, tn
whioh the stamp shall be affived; and every bill or memo-
randum of sale or agreement to- sell before mentioned shall
show the date thereof, the name of the sellor, the amount. of
the sale, and the matter or thing to which it refers. - Any
person liable to-pay the taz as herein provided, or anyom

+ who acts in the matter as agent or broker for sich ‘person,

who makes any such sale, or who in pursuance of any sich

.. sale delivers any certificate or evidence of the sale of any
' duch instrument, or. bill 'or memorandum thereof, as herein

required; withou! having the proper stamps affived thereto,

 with intent to evade the foregoing provisions, shall ‘be deenied
guilty .of a.misdemesnor,’ and upon conviction théreo} shall
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pay a fine of not exceeding 81,000, or be imprisoned ot

. more than siz months, or both.”

(b) Subsection (a) shall take effect on the 15th day
after the date of the enaciment of this Aot.

(o) Subdivision 9 of Schedule A of Title VI1II of the
Revenue Aot of 1926, added lo such schedule by subsection
(a) of this section, is vepealed effective July 1, 1934,
8EC. 725, STAMP TAX ON CONVEYANCES. .

‘Schedule A of Title VIII of the Revenue Aot of 1926
is amended by adding at the end thereof a new subdivision'lo
read as follows: !

. 48, Conveyances: Deed, instrument, or writing, deliv-

“ered on or after the 15th day after the date of the enactment

of the Revenue Aot of 1932 and before July 1, 1934 (unless
deposited in esorow before April 1, 1932), whereby any
lands, tenements, or other realty sold’ shall be -granwd; as-
signed, - transferred; or otherwise \conveyed lo, or vested
in, the purchaser or purchasers, or any:other person or
persons, by his; her, or their direction, when. the considera-
tion. or value of the interest or property conveyed, exclusive

_ of the value of any lirn or encumbrance réemaining theréon
. at the time of sale, exceeds $100 and dves not exceed $500,

50 cents; and for each additional $500-or fractional part
thereofy 50 cents. - This subdioision.shall not apply to any
instrument or writing given to secure a debt.”
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Part 1V—Tex 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

crude petroleum and liquid products thereof by pipe line
originating on or after the fiftcenth day after the date of the
enactment of this Aot and before July 1, 1934—

(1) 4 tar cquivalent to 8 per centum of the
amount paid on or after the fifteenth day after the
date of the enactment of this Act for such transporta-
tion, to be paid by the person furnishing such trans-
portation,

(2) .In case no charge for iransportation is made,

. either by reason of ownership of the commodity trans-

ported or for any other reason, a lax equivalent to 3
per centum of the fair charge for such {ransportation,
to be paid by the person furnishing such transportation.

'(8) If (other than in the case of an arm’s length
transaction) the payment for transportation is less than
the fair charge therefor, a tax equivalent to 3 per centum

of such fair charge, o be paid by the person furnishing

(b) For the purposes of this section, the fair charge for
(1) from aotual bona fide rates or tariffs; on

¥ . y
v R Y S
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(2) if no suock rates or tariffs exist, then on the
basis of the actual bona fide rates or taviffs of other
pipe lines for like services, as determined by the Com-
missioner, or

(8) if mo such rates or taviffs exist; then on the
basie of a reasonable charge for such trameportation,

as determined by the Commissioner.
(c) Every person: liale  for the taz imposed under
subsection (u) shall make monthly veturns under oath in.
duplicate dnd pay such tazes to the collector for the district

in which: is- looated his principal place of business or, if e

has no principal place of business in' the. United States, then
lo the collector at Baltimore, Maryland. - Such returns shall
contain such information and be made at such times and in
such manner as the Commissioner, with the approval of the
Secretary, may by: requlations prescribe.

‘ Part V—Tox:on Chacks, etc.
SEC. 741, 'TAX ON'CHECKS, ETC.

(a) There is‘hereby ‘imposed: a taz of 2 cents upon
each - of the '"following instruments, made or drawn on or

‘after the 165th 'day after the daté of the enactment of this Act

and, before July 1, 1984: Checks, drafts, or orders for the

‘payment of money, drawn upoidrty"bank, banker, or trust

company; such taz to be paid by the maker or drawer,
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-(b) Every person paying any of the instruments men-
tioned. in subsection (a) as drawee of suoh instrument shall
collect the amount of the tax imposed under such subsection
by chavging such amount against any deposits to the credit
of the maker or drawer of such instrument, and shall on or
before the last day of each month make a return, under oath,
for the preceding month, and pay such tazes to the collector
of the district in which his principal place of business is
located, or if he has no principal place of business in the
United States, to the collector at Baltimore, Maryland.
Such returns shall contain such information and be made. in
such-manner as the Commissioner, with the approval of the
Seoretary, may by regulations ' prescribe, Evcry . person
requived to collect any taxz under this section is hereby
indemnified againsi the claims and demands of any person
for the amount of any paymenis made in aocordance with

the provisions of. this. section.
Part VI—Tax.on Cigaretie. Papers RS

A\

SEC. 751. TAX:ON CIGARETTE PAPERS. . - - e
Seclion 402 of the Revenuc Act of 1926 is amended by
inserting after *“ importer” a comma and the following: *or

-removed [or consumplion or sale,”and by atriking out.”’ more

. than twenty-five but "' . : . L

;q-

Y 3
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Part VIl—Administrative Provisions
SEC, 761. PAYMENT OF TAXES.

- The taxes imposed by Parts I, IV, and V of this titl:
shall, withoul assessment by the Commissioner or notice from
the collector, be due and payable to the collecior at the time
fixed for filing the veturn, 1f the tax is not paid when duc,
there shall be added as part of the tux interest at the rate
of 1 per centum a month from the time the tax became due
until paid,

SEC. 762. REFUNDS AND CREDITS.

v {a) Credit or.refund of any overpayment of tax: -
posed by Part I or V of this title may be allowed to the per-
son who-collected the tax and paid it to the United States :if
such person establishes, to the satisfaction of the Commis-
sioner, under such regulations as the Commissioner with the
approval of the Secreiary muy presoribe, that he has repaid
the amoynt of such tax to'the person from.whom he collected
it, or obtained. the consent. of such persop to the allowance of
such. credit or refund.

- (b) Any person entitled . to vefund of taz undor
Part I, IV, or V, of this title paid, or collected and. paid,

22 do the United States by him may take credit therefor against

23

tazes due upon any monthly return.
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(c) Any person making a refund of any payment on
which tar under Part | has heen collected, may- repay
therewith the amount of lax collected on such payment, and
the amount of tax-so repaid may be credited agjainst the
taz under any subsequent return.
SEC, 763. REGULATIONS. |

The - Commissioner, with the approval of the Seore-

- tary, shall presoribe and publish all needful rules and regu-

lations for the enforcement of Parts 1, 1V, and 'V of this
title.,
SEC. 764, APPLICABILITY OF ADMINISTRATIVE PROVISIONS.:
All provisions of law (including penalties) applicable
in respect of the taxes imposed by seotion 500 of the Rev-
enue Act of 1926, shall, in so far as applicable: and not
inconsistent with this Act, be applicable in respect of thé taxes
imposed-by Parts I, IV, and V of this'title. .. -~~~ -
TITLE VI—ESTATE TAX AMENDMENTS
SEC. 801. CREDIT OF GIFT TAX ON ESTATE TAX. - = |
Section 301 of the Revenue Act of 1925 is amended by
tnserting after subdivision (a) a new subdivision to read’ as
“(b) (1) If & tax has been paid under Title HT of
the Revenue Act of 1932 on a gift, and thereafier upon the
death of the domor any amount in respect of such gift is
required to be included in the value of the gross estals of
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the decedent for the purposes of this title, then there shall
be credited againet the taz imposed by subdivision (a) of
this section the amount of the taz paid wnder such Tidle 111
with respect lo so much of the property which constituted
the gift as is included in the gross estale, except that the
amount of such credit shall mot exceed an amount which bears
the same ratio to the tax imposed by subdivision (a) of this
section as the value (al the time of the gift or at the time of
the death, whichever is lower) of so.much of the property
which constituted. the gift as is included in the gross estate,
bears to the value of the entire gross estate, ..

“(2) For the purposes of pamm‘aph (1), the amount
ofmpmdforanqyearmdcrﬂ’taallloftkeliemue
Act of 1932 with respect lo anyproperty almll be an amount

" which bears the aanie'rdti‘l; to the total taz paid for such year
as the value of such property, bears to the tptal amount of
net. gifts. (computed. withou deduetion of the specific ezemp-
tion) for such year.” Can .

Note.—Section 301 (s) of the Revenue Act of 1038, anrrod ta.in the aboye

améndment, reads as follows

Seo. 301. (a) Inheuofﬂnhxxmpooedby'l‘itlollloftheneve
nue Adt of 1924, &' tax equal to the suri of the following percentages
of the value of the net estate (determined as provided in section 803)
is hereliy: iipossd upon the transfer of the net estate of: every decedest:
dying after the enactment of tlns :ct, whether a mndent or uonresident
of the United States; -

1 per centum of the mount of the net estate not in exeess of $50,000;

, % per contum of the amount by which the- net estate excoeds $50,000
and does not exceed $100,000;

;8 per centum of the amount by which the net estate exceeds $100,000

" “and does not exceed $200,000;

do&nmm MWbywhw*ﬂbethumdsmm
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5 per osntum 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 exossds $000,000
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 lmount by which the net estate oxceeds QI,OO0,0QO
and does not exceed $1,500,

9 per centum of the umouut by whnch the net estate excaads :1,500,000

" and does not exceed $3,000,000;

10 per centum of the amount by which the net estate exeoods
£2,000,000 and does not exceed $2,500,000; ¢
11 per centum of the amount by which the net estate exceeds
$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; 1 o ,
18 per centum of the amount by which the net estate exceads
500,000 and d t , : .

4 mrueenmnn%an%ﬁm% which the net estale exceeds

- $4,000,000 and does not exceed $3,000,000;

18 per centum of the. amount by which the net ‘estate exceeds
$5,000,000 and does not exceed $6,000,

1
. 16 per centutn of the amount by which the net: estate ¢xceeds
$6,000,000 uud does not exceed $7,000,000;
17 ‘per ' centum of the amount by which the net estate sxceeds
$7,000,000 and does not exceed $8,000, ,000,
: 18 per centum of the amount by. which the nel estate exceeds
$8,000,000 and does not exceed $9,000,000;
‘ 19 per cenfum of the amount by which the net estate exceeds
$9,000,000 and does not exceed 310000000; T
20 per centum of the amount by which the net estate exceeds
$10,000,000, , S
SEC. 802. 80' PER CENTUM CREDIT.

‘(a) Section 301(b) of the Revenwe Act of 1926 is
amended to read as follows:

by (c) The'tax imposed by. subdivision (a) of this
section shall be oredited with the amount of. any estate.
inheritance, legaoy, or sucoessmn taxes actually pmd to any
State or Temtory or the sttrict of Columbm, in respeot of
any property included in the grtm estate (not iududmg any
“suchta:mpatdunthreapwttotheedateojapermother

g5 000,
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- shall not exceed 80 per centum of the tax imposed by this
- meetion subdivision (a) (after deducting from such tax the

orodits provided by subdivision (b)), and shall include only
such taxes as were actually paid and credit therefor claimed
within three four years after the filing of the retarn required
hy section 804, erccyt that— ‘

“(1) If a petition for redetermination of a defi-
cienoy has been filed with the. Board of Taz Appeals
within the time presoribed in section 308, then within
such four-year period or before the expiration of 60
days after the decision of the Board becomes. final.

- %(2) If, under subdivision (b): of section 305 or
subdivision (i) of section 308, an éxtension of: time
has been granted for payment of the tax shown on the

- return, or of a deficiency;: then within such four-year
pmodorbeforethadateo/ the expiration of the period

- of the extension. SRS
Refund based on the-oredit- may (déspite the provisions of

- section. 819) be made if claim therefor:is’ filed within the
period above provided: Any such refund shall be made
- without interest, except that where the overpayment was made

prior-to the enactment of the Revenue A=t of 1932, then
interest shall be allowed and paid on the amount refunded
at the rate of 6 per centum per annum from the date of the

‘overpayment to the date of such enactment.” . !
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(b) If any return required by section 304 of the Reve-
nue Act of 1926 was filed more than three years before the
enactment of this dct (except in cases where a petition for
‘redetermination of u deficiency has been. filed with the Board
of Tax Appeals within the time prescribed in. seotion 508)
the credit for estate, inheritance, legacy, or swocession: tares
shall be determined as if this section had not been enacted.
SEC. 803. FUTURE INTERESTS.

(a) Section 302(c) of the Revenue Act of 1926, as
amended by the Joint Resolution of March .8, 1931, is

~ amended to read as follows;

“(0) ‘To the .extent of auy 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, imeluding o
or any period not ending or of which ke has at any time
made a transfer, by-trust or otherwise, under which Ke has
retained for his.life or-for any: period not ascertainable
without reference to'his death or for any period which, does
not in. faot end before his death (1) the possession or
enjoyment of, or the right to the income.from, the preperiv-
or properly, or (2) the right te right, either alone or in
conjunction with any person, lo. designate the .persons. who.
shall possess or. enjoy the property .or the incomae. there-
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from; except in case of & bona fide sale for.an adequate and

full oconsideration . in money or Juoney’s worth. Where
R AR A N * <, ', L N M

within (o, years prior (o his death but aier tho enachment
of thia ek and without such @ considorasion tho docodent
has mado o imnsior or iranclers; by drust or ether-
wiso; of any of his preperty; or an intereot -thorein;
ot admivied or shown io have boon mede in eon
or enjoyment ob or skor his deoth; ond the velue or

.aggregate yalue; ab the time of such death; of the property

oF intpreat oo tmnglorred to any one peon is in exeves of
$5,000; then; to the extent of such execse; euch transler or
transfors shall bo. doomned and held to have beon mede in
contemplation of death within (he meaning of this tiler
Ay transfer of p material part of his property in the nature

_of » fingl disposition .or distribution thereof, made by the

decedent within twp years prior:to his death, but prier to the
ennetment, of this Aet; without such cpnsideration,, shall,

, unjess shown. 1o the contrary, be deemed to have been made

20, in contemplation of death within the meaning of  this title;

21
22
23
24

.. (b) Section 302(f) Ofa.‘!“z Bevenue Act of 1926 is

;Mﬂedwmdw

. g A£), To_ the extent of _any property passing, m;der a

. general power .of :appointment exeroised by, the decedent.

J. 118376——19



(1) by will, or (2) by deed ‘executéd in conteniplation

6k of of or intended to take effect in posseesion ‘o enjo-
“ment &t or aftes; his after his death, or (3) by deed under
4 ' which he has retained for his life or any period not ascer

'Y ‘MWrcf&mmtohde[Wawpmod

14

13
16°
i’
18

i

" tohick does not in fact end befdie his death (A) e po&omwia
“or enjoyment of, or the right to the incomé from, the property,
" o1 (B) the right,"either -alone of in conjunction with any
‘person,’ lo désignale the perédna who shall Possess ‘or enjoy

the: property or the ii.come therefrom; except In case of &
boia fide sale for aﬂ‘ndequato and full éénsideratiof 1h money

M%omy’aworth and ” S o

* (6}’ The first sentence’ of ‘sectivh mm of the ‘Revensié

Act of 1926 i’ amended 1o vead as follows: -

H

"4(b) It (1) except'in the éase of d bona’ fide-sale for
an ‘adéquate -and fal[ considerd "M"iﬁ'“moihcy”;or"‘l oney'd

‘worth, the decedent makes @ transfér, by irust or vtherwise,
" of any" properly in contemplation of or intended to take
-~ effect in possession’ of enjoyment ‘at or after’ his death {ei-

5() eeph i'the case of & boks Ade dale for an adequatd aiid fall
21 \ !’c 'Ii !Ii ‘k‘ R ii n,'f'é' i a ‘.:it}. ““4, l ”iio" I\

22

a transfer, by trust or otherusise, undé® wikich hé'hay Petined

2s;‘5~*/a‘r* his life'or for dny ‘perivd not ‘dscéMainable without ref:

2"

erétice 16 his dedth or fob Gy yerlodivhtck does ‘ol in fact:
Ve S T R
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" end'befors' his death (A) the possession or enjoymend of, or
the right to the income from, the property, or (B) the right,
cﬂheralomormmmncuonunthauymn todmgmm
the persons who shall possess or enjoy the pmporh/ or the
tncome Merefrom, or (2) i insumnee passes under a oon-
tract exeeuted byrthe deoedent in favor of a hpeciﬁe bene-
~ ﬁchry, and if In'either case thh tax in"respect thereto is
pald ‘when dde,’ theri the tmnsferee, ‘trustee, or beneﬁomy

0 =3 & O = S DN e

ey
-

shall be porsonally liablo for such tax, and such property,

=

to the extent of the decedent's interest therein at the time
of such transfetﬂ,_qx:‘m'thq extent of sych beneficiary's inter-
est under such contract of insurance, shall be subject to, a

13 like lien equal to the amount of such tax.” 0
Note.—The mmgimier of nction 315(!)) ot tbe Revenue Act of 1@0

reads ss follows:

Any part of such property sold by such tnnsfaree or trustee to a bona
fide purchaser for an ddeguate and full donsideration in money or
worth shall be divested of the lien and a like lien shall then attach to all

e s T vt o oo ot 13 bt

worth. oo g e o 0
14 SEC, 804. RELINQUISHMENT OF DOWER, ETC., AS CONSIDERA-
15 .. TION. R
16 - . Section 803(d) of tthevmue Aot of 1926 is amended
17 by adding at the aml thereof '@ new sentence to readqs
18 follows: . .. .. . . iy
A9 “FKor the  purposes of. .this tille, . a .relinquishment -or

20, promised. relinquishment of dower, curigsy, or of a slaly-

-~ e
L I
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tory estals created i liw of dower.or curtey, or.of lher
‘mardal rights in the decedent's property or eatale, shall ot
‘bgmaidarcdwanyauauawna@mtioq?_in@a@eypr
money's worth '”

¥

Note.~Section 303(d) of the Revenue Act of 1996 above referred to reads

ss follows: oo

(d) For the purpose of this‘ title, stock in & domestic corporation
ownpd and held by a nenremident . decedest shall : be : deemed; propéety
within the United States, and any property of which the decedent has

. wade & transler, by. triet or ofherwise, within.the mesning of sulbidivision

(¢) or (d) of section 302, shall be deemed to be situated in the United

States, if 90 uim.duw,yt the time.of the transfer, or st the tims. of

" the decedént’s

b

‘6

7

SEC. 805; DEDUCTIONS. Lo e
‘Section 808(a)(1) of the’ Reveniie Act of ‘1926. s
o ) l"‘ " l'l!ltbroadaa’fm yob IR PR

T “(1) Buch smounts—' - i
9 %(4 ) tor fineral expenses; |

10 “(B) for administration expenses,

11 “(0) for claims agwinst the estate,

13 - “(D) for unpaid mortgages upon, .or: any
18 indebtedness .in resM t;), liréper'ty -(«uepo; in
14 - ' the easo-of o' resident: decedont; where sudl prop-
15 erty is not situated in the Uiited States) where
16 ‘the: balve of - desedent's interest Whévein, wndimis-
11 tshed by such morigage or indebtedness; is included
18 in the value of the gross eslale, to the extert thaé
19 . vk - claims, morigeges; or indeBiodnens were

20 ineurred or eontracted bona fide and for an ade-
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1 . quate and full consideraiion in money or monevis
. . worthy losses inouvred during the settiement of the
3 eointe aviving. from  flven; stormey: shipwreek; or
4 other ensusliy; or from: thelty when suek losses
n are nol componanted: for by imsusance op other-
7 “(F) sueh:-ameunte reasonsbly required and

e o o o soteally expended for the sapport during the set-
X . tlement of the estate of thoss dependemt upon the
100« decedenty,

(k. - . asave sllowed by:the laws of .the: jurisdiction, whether
12.. withis or without:the. United: States, under which the
I8 - - estate is:being administered;: but:not including any
14t . income taxes upon ineome received:after: the death of
15: - :thédecedent; or property: tages nob acorued.before his
16:- . death) on‘any. estate; suocession, legaoy, or.inhoritance
17. ... 1 taxes... The :deduption- hercin. allowed. in: the case of
18 1 ' .olatwen apainst: the éslale, unpaid morigages, or any
19 o1 tideblednése . shall, when founded upori-a promise or
S0h. | ageeementy be limited to-the entent that. they. were con-
240 . - fracted:bona fide and for ian: adequate aend .full consid-
28 . . eratién: in money or money's worth.. There shall also
28 i+ . be-deduoted losses.inourred during. the. seitlement of
ui.:. - eotales arising. from fines, storms,. shipwrecks, or other
6r:1 -1 oasaliies; or. from: thefty.when . such: lasses are not
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l compensaled for by insurance or otherwise, and if at
2 the time of the filing of the return such losses have not
4] been claimed as a deduction for income tar purposes
X} in an income tar return.”

& SEC. 806. PRIOR TAXED PROPERTY.

§ (a) Scetion 303(a)(2) of the Revenue Aot of 1926
1 isamended to read as follows:

¥

“(2) An amount equal to the value of any prop-

0 erty (A) forming a part of the gross estate situated
] in the United States of any person who died within
1 five years prior to the death of the decedent, or (B)
2 transferred to the decedent by gift within five Vears
18 prior to his death, where such property can he identi-
14 fied as having been received by the decedent from
15 sieh the donor by gife or gift, or from such prior dece-
16 dent by gift, bequest, devise, or inheritance, or which
17 can be identificd as having been acquired in exchange
s for property so received. This deduction shall be al-
19 lowed only where a gift tax imposed under the Revenue
20 Act of +824; er 1932, or an estate (ax imposed under
2 this or any prior Act of Congress wna Congress, was
22 finally dctermined and paid by or on behalf of the such
R dener or donor, or the estate of such prior deeedent as
24 decedent, as the case may be, and only in the amount

25 of finally determined as the value placed by the Com-
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10
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12

15

25
missioner en of such property in determining the value
of the gift er 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 gross estate and nob
deducted under pamgraph () or {3)- of this swbdivisien,
Where a deduction was allowed of any mortgage or
other lien in determining the gift tax, or the cstale tax
of the prior deccdent, which was paid in whole or in
parl 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 dcductions
under paragraphs (1), (3), and (4) of this subdivi-
sion as the amount otherwise deductible under this para-
graph bears (v the value of the decedent's gross estate.
Where the property referrcd to in this paragraph con-
sisls of two or more ilems the aggregate value of such

ilems shall be used for the purpose of computing the

deduction.”
(b) Scction 303(b)(2) of the Revenue Act of 1926

is amended lo read as follows:

“(2) An amount equal to the value of any prop-
erty (A) forming n part of the gross ecstate situated
in the United States of any person who died within
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five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within five yoars
prior to his death, where such property can be iden-
tified us having been received by the decedent from
sweh the donor by g er gift, or from such prior
decedent by gilt, bequest, devise, or inheritance, or
which can he identified as having been acquired in
exchange for property so received. This deduction
shall be allowed ouly where a gift tax imposed under
the Revenue Act of 4834, or 1922, or an estate tax
imposed under this or any prior Act of Congress was
Congress, was finally determined and paid by or on
behalf of the such doener or dunor, or the estate of such
prior deeedent a8 decedent, as the case may be, and
only in the amount ef finally determined as the value
pineed by the Cemumissivner en of tuch property in
determining the value of the gift or gift, or the gross
estate of such prior decedent, and only to the extent
that tho value of such property is included in that ;)art
of the decedent’s gross estate which at the time of his
death is situated in the United States and not dedueted
under paregreph (1) or {8) of this subdivision.
Where a deduction. was allowed of any morigage. or
other lien in delcrmining the gift taz, or the estate tax
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of the prior decedent, which was paid in whole or in
parl prior to the decedent’s death, then the deduction
allowable under this paragraph shall be reduced by
the amount 30 paid. The deduction allowable under
this paragraph shall he reduecd by an amount which
bears the same ratio to the amounts allowed as dedue-
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
grogs estale 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 ilems 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 Rercnue
Act of 1926 are amended by inserting after the first sentence
of each a new sentence to read as follows:
“If the tar imposed by scetion 301, or any estule, succession,
legacy, or inheritance taces, are, cither by the terms of the
will, by the law of the jurisdiction under which the estate is
administered, 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
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paragraph, then the amount deductible wnder this paragraph
0 shall be the amount of such bequests, legacies, oy devises
v reduecd by the amonnt of sueh tares,”

Note. -Sections 803(a) (3) aud 303(b) (3) of the Revenue Act of 1026 will,
w ter the shove insertion, read as follons:

Sec, M5, (a) ¢ ¢ o
» » L 4 ] ] ] *

(3) The amount of all bequests, legacies, devises, or transfers, to or
for the uwe of the Umted States, any State, Territory, any political
subdivision thereof, or the District of Caolumbia, for exclusively public
pur e, or to or fur the ue of any corporation organized and operated
exclusively for religious, charitable, seientitie, literary, ov educational
purposes, including the encouravement of art and the prevention of
cruelty to cluldien ar animals, no partof the et carnings of which inures
to the benedit of any private rtackholder or individual, or to a trustee or
trustees, or a fiaternal ~oviety, order, or assoctation opersting under the
lodgre system, but only if ~uch contributions or @ifts ave to be ued by
~uch ttustee or trastoes, or by sach fraternal society, ouder, or assocation,
eaclusively for religions, chinritable, seientitie, literary, or educational pur-
posex, or for the prevention of cruelty to children or anitmals. /f the tue
imposed by xection 01, ar any estale, succession, lagacy, or inkeritance
tarcs, are, cither by the termas of the will, by the low of the jurisdiction
under whick the ¢state is adminiatered, or by the law of the jurisdiction
impusing the particalar tasr, pagalle in sehole or in part out of the
bequosts, legaciea, o1 devives otherwice deductible under thiz paragraph,
then the amount deductible under this paragraph shall be the ameunt of
such bequests, beyacies, or devises reduced by the anount of such tares.
The amount of the deduction under this parageaph for sny transfer shall
not exceed the valiie of tie transferied property required to be included
in the gro<t estate; and

] * ¢ L 4 1] ¢ ]
(b) ¢ & ¢
L 4 [ ] ] 14 L] L] ]

(3) The amount of all bequests, legacie:, devimes, or transfers, to or
for the use of the United States, uny State. Territory, any political sub-
division thereof, or the District of Columbia, for exclusively public pur-
poses, or to or for the uee of any domestic vorporation organized and
operated exclusively for eligious, churitable, scientifie, literary, or educa-
tional purposes, incliding the encourazement 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 <tockholder or individual, or to a trustee or
trustees, or a frateinal society, order, or asoctation operating under the
lodge system, but only if such contributions or gifts are to be used within
the United States by such trustee or trustees, or by <uch fraternal rociety,
order, or association. exclusively for religions, charitable, scientific, liter-
ary, or educationnl purposes, or for the prevention of cruelty to children
or animals. /[ the tur imposcd by section 01, or any estale, succession,
leqacy, or ivheritunee tares, are, cither by the terms of the will, by the
law of the jurisdiction under whick the cstate iz administered, or by
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the lase of the jurisdiction imposing the partirwlar tas, payable in whole
or in parl oul of the bequests, legacics, or devises otherwise deductible
under this paragraph, then the anount deductible under this paragraph
shall be the amount of such beyuesta, logasics, or other deviscs reduced by
tha amornt of such tases. The amonnt of the deduction under this para-
graph for any transfer shall ot excved the value of the Gransferred
property required (o be anchuded in the gros estate.

SEC. 808. EXTENSION OF TIME FOR PAYMENT.

(a) Section 305(h) of the Revenue Act 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 exceutor ns the tax would impose undue hardship
upon the estute, the Commissioner may extend the time
for puyment of any such part not to exceed five cight years
from the due date.  In such case the wmount in respeet
of which the extension ix granted shall be paid on or hefore
the date of the expiration of the period of the extensiom
crlension, and the running of the statute of limitations for
asscssmentl and collection, as provided in sections 310(a)
and 311(h), shall be suspended for the period of any
such ectension.  If an extension is granted, the Commis-
sioner may require the eveculor lo furnish a bond in such
amounl, not exceeding double the amount in respect of which
the cxtension is granted, and with such suretics as the Com-
missioner decms necessary, conditioned upon the payment
of the amount in respeet of which the extension is granted

in accordance with the terms of the extension.”
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(b) Section 308(i) of the Revenue Act of 1926 is
amended to read as follwes:

“(i) Where it is shown to the satisfaction of the Com-
missioner that the payment of a deficiency upon the date
preseribed for the payment thereof will result in undue hard-
ship to the estate, the Commissioner with the approval of
the Sceretary (exeept where the deficieney is due to negli-
genee, to intentional disregard of rules and regulations, or
to fraud with inteut to evade (ax) may grant an extension
for the payment of sueh deficieney or any part thereof for
a period ot in excess of twe four vears, 1 an extension
is granted, the Commissioner may require the executor to
furnish a bond in such amount, not exceeding double the
amount of the deficiency, und with such sureties as the

‘ommissioner deens necessary, conditioned upon the pay-
ment of the deficieney in accordunce with the terms of the
extension.  In such eaxe the running of the statule of limi-
tations for assessment and collection, as provided in sections
310(a) and 311(h), shall be suspended for the period of
any such cxtension, and there shall e 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 deficiency
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for such period. 1If the purt of the deficiency the time for
payment of which is so extended is not paid in accordance
with the terms of the xtension, tl.ere shall be collected, as
a part of the tay, interest vit 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
puid, and no other interest shall be collected on such unpaid
amount for such period.”

SEC. 809. LIEN FOR TANES.

(u) Scetion 315(a) of the Revenue Act of 1926, as
amended, &8 amended by adding at the end thercof a new
senlence lo read as follows:

“If the Commissioner is salisficd 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
Secrelary, issue lus cerlificate, relcasing any or all property

of such estate from the lien hercin imposed.”

Note.—Section 315 () of the Revenue Act of 1926, above referred to, reads

as follows:

See, 315, (a) Unless the tax i< soouer puid in full, it shall be a lien

for ten years upon the grow estate of the decedent, except that such part
of the gross estate as is nsed for the payment of churges ugainst the estate
and expenses of its sdministration, allowed by any court having jurisdic.
tion thereof, shall be divested of such lien,

(b) Section 613(b) of the Revenue Act of 1928 (relat-
ing to liens for estale taxes) is repealed.
Note.—Section 613(b) of the Ravenue Act of 1928 reads as follows:

(b) The second sentence of section 3156(a) of the Revenue Act of
1926 is repealed.
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SEC. 810. REFUNDS.

(a) Scction 319(b) of the Revenue Act of 1926 is
amended to read as follows:

“(b) ANl claims for the refunding of the tax imposed
by this title alleged to have been erroncously or illegally
assessed or collected must be presented to the Commissioner
within three years next after the puyment of such tax.
The amount of the refund shall not exceed the portion of the
tar paid duving the three years immediately preceding the
filing of the claim, or if no claim was filed, then during the
three years immediately  preceding  the allowance of  the
refund.”

(b) The lust sentence of section 319(c) of the Revenue

Act of 1926 is amended to read as follows:
“ Such refund shell be made ecither {4) ¥ elaim therefor
or {3} if the petition was filed with the Beard within four
years after the tax wan paid; of; in the ense of a tax imposed
by this title; within three years after the tax wee paid: No
such refund shall be made of any portion of the taz paid more
than four years (or, in the case of a lax imposed by this
title, more than three years) before the filing of the claim
or the filing of the petition, whichever is earlier.”

(c) Title I1T of the Revenue Act of 1924 is amended
by inserting after scction 318 a new section to read as

follows:
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| “Skc. 318%. The amount of any refund of the tax
2 imposcd by Part | of this title shall not exceed the porlion
3 of the tar paid during the four ycars immediately preceding
4 the filing of the claim, or if no claim was filed, then during
S the four years immediately preceding the allowance of the
refund.”
Note.Title 111 of the Revenue Act of 1924, referreil to in subsection
te) above, ix the estate tux law of 1024, which was repealed in 1926 and super-

ceded by the Revenue Aet of 1920, The <ection addel by the ubove amendment
merely relates to refunds of everpaynents under the old law.

=

~3

(d) Section 319(b) of the Revenue Act of 1926, as
N amended by this Ael, and sction 318} of the Revenue Act
0 of 1924, as added by this Act, shall not bar from allowance a
10 claim for refund filed prior to the enactment of this Act
UL which but for such enactment would have heen allowable,
12 SEC. 811, FUTURE INTERESTS--EXTENSION OF TIME FOR PAY-
13 MENT OF TAX,

14 (a) Section 305 of the Revenne et of 1926 is amended
Wby adding at the end theveof a wew subdivision to read as
16 follows:

17 “(¢) Where there is included in the value of the gross
18 «state the value of a veversionary or remainder inferest in
19 property, the payment of the pavt of the tar imposced by this
20 itle attributable to such inferest may, al the dection of the

21 execuior, be postponcd until siv months after the termination

LS ;
| 54

of the precedent intervest or intevests in the property, and the



304

amount e payment of which ix so postponed shall then e
payable, togcther with tnterest thevcon at the vate of 6 per
centum por annum from cighteen months after the daie of
the decedent's death until such amount is paid.  The post-
ponement of payment of such amount shall be under such
regulations as the Commissioner with the approval of the
Seerdary may presevibe, and shall be wpon condition that
the coceutor, or any other person liable for the tar, shall
furnish a bond in such an ameund, and with such sureties,
as the Commissioner decms nocessary, conditioned wpon the
pagment within sie months after the termination of such
precedent inlerest or nlerests of the amount the payment of
which is so postponed, togcther with interest thereon, as abore
provided.  Such part of any estate, inheritance, legacy, or
succession tares allowable as a eredit against the tax imposed
by this title as is altributable to such reversionary or remain-
der intevest may be allowed as a credit against the tar
altributable to such interest, subject to the percentage limita-
lion contained in scetion 301(¢), if such part is paid, and
credit therefor daimed, at any iill;l‘ prior o the expiration
of 50 days aftcr the termination of the precedent interest or
inlerests in the property.”

(b) The amendment to section 305 of the Revenue Act of
1926 madc by subsection (a) of this scetion shall be applicable
only in the cuse of the estates of decedents dying after the

enactment of this Act.
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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 vesident of the United States, oy
by a domestic covporation or parinciship, or by a trust which
18 nol a forcign frusl, to a foreign corporation as peid-in
surplus or as a contribution to capital, or lo a foreign trusl,
or lo a forvign parinership, an excise tar equal to 25 per
centum of the cxcess of (1) the value of the steck or scu-
rities so transferred over (2) its adjusted basis in the hands
of the transferor as dtermined under scetion 113 of this Ad.
SKC. 902. NONTAXABLE TRANSFERS.

T'he tax imposed by section 901 shall not apply—

(a) if the transferee is an organization ccempl from
income tax under scction 103 of this dct; or

(b) tf prior lo the transfer it has been established to
the satisfaction of the Commissioner that such transfer is
nol in pursuance of a plan having as one of its principal
purposes the avoidance of Federal income taces.

SEC. 903. DEFINITION OF “FOREIGN TRUST™,

A trust shall be considered a foreign trust within the
meaning of this title if, assuming a subscquent sale by the
trustee, outdide the United States and for cash, of the prop-

J. 118376-—-20
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crty 2o transferred, the profit, if any, from such sale would
not be included in the gross income of the trust under itle 1
of this dct.
SEC. 904. PAYMENT AND COLLECTION.

(a) The tar imposed by scction 901 shall, without
assesnent or notice and demand, be due and pagable by
the transferor at the time of the transfer, and shall be as-
sessed, collected, and paid wnder vegulations prescribod by
the Commissioner with the approval of the Seeretary.

(b) Under regulations prescribed by the Commis-
sioner with the approval of the Scerdlary the tar may e
abated, remilted, or refunded if after the transfer it has
heen established to” the satisfaction of the Commissioner that
such transfer wae nol in pursuance of a plan having as one
of its principal purposcs the avoidance of Federal income
lares, .

(¢) All administrative, special, or stamp provisions of
law, including penallics and including the law relating to
the assexsment of laxes, so far as applicable, are hereby
ertended to and made a part of this tide,

TITLE VIlII—POSTAL RATES
SEC. 100l. POSTAL RATES,

(a) On and after the thirtieth day after the date of the
enactment of this Aot and wniil July 1, 1934, the rate of
postage on all mail matter of the first olass (except postal
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cards and private mailing or post cards, and excepl other
first class matter on which the rate of postage under existing
law is 1 cent for eack ounce or fraction thercof) shall be 1
cenl for each ounce or fraction thereof in addition to the
rale provided by existing law.

(b) On and after July 1, 1939, and wntil July 1,
1934, on the advertising portion of any publication entered
as second-class matler sxbject to the zone rates of postage
under existing law, the rates per pound or fraction thereof
for delivery within the eight postal zones cestablished for
fourth-class matter shall be as follows:

For the first and second zones, 2 cents.

For the third zone, 3 cents.

For the fourth tone, 5 cents,

For the fifth zone, 6 cents.

For the sizth zone, 7 cents.

For the seventh zone, 9 cents.

For the eighth zone, rind between the Philippine Islands
and any portion of the United States, including the District
of Columbia and the scveral Territories and possessions, 10
cents.

(¢c) Only 85 per centum of the gross poslal receipts
during the period the increased rate of paslage provided in
subsection (a) remai s in force shall be counted for the pur-
pose of determining the class of the post office or the com-



I SN - . R T

bk pum
t—o

pey - —
- W W

.
ok

.

ot

16
17
18
19
20

308
pensation or allowances of posimasiers or of postal employees
of post offices of the firsl, sccond, and third classes. For the
purpose of delermining the commissions (as distinguished
from the compensation and the allowauces based thereon) of
postmasters of the fourth class, only 85 per centum of the
applicable cancellations, collections, and receipts during such
perivd shall be counted.
TITLE IX—ADMINISTRATIVE AND GENERAL
PROVISIONS

SEC. 110). REVIEW OF DECISIONS OF BOARD OF TAX APPEALS.

(a) Section 1001(a) of the Revenue Act of 1928 (ro-
lating to time for filing pelition for veview of decisions of the
Board of Tax Appeals) is amended by striking out “within
siz months after the decision is rendered”’ and inserting in
liew thereof “within three months after the decision i
rendered .

(b) The amendment made by subscction (a) of tha
scction shall not apply in respect of decisions of the Board
of Tuc Appeals rendercd on or before the date of the enact
ment of thiz Adt.

Note.—Section 1001(a) of the Revenue Act of 1928, after the, abave

amendment, will read as follows:

See. 1061, (a) The decision of the Board rendered after the enactment
of this Act (except as provided in subdivision (§) 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 Columbia, a3 herein-
after provided, if a petition for such review is filed by either the Cop-
mismioner or the taxpayer within sin months altor the decision is rendered
within tAree months after ths decision is rendered.

A
L
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SEC. 1102, BOARD OF TAX APPEALS--FEKS. ;

Section 1004(b) of the Revenve Acs of 1926 is
amended (o read as follows:

‘““(b) The Board is authorized to fix a fee, not in excees
of the foe fixed by law to be charged and collected thersfor
by the clorks of the district courts, for comparing, or for
Preparing and comparing, a transcript of the vecerd recond,
or for copying any record, enlry, or other paper and the
comparison and certification thereof.”

SEC. 1103, LIMITATIONS ON SUITS BY TAXPAYERS.

(a) Section 3226 of the Revied Statules, as amendod,
is amended lo read as follows:

“Ske. 8286. No suit or proceeding shall be main-
tained in any cowrt for the recovery of any internal-revenue
tax alleged to have been erroneously or illegally assessed or
collecled, or of any penalty claimod to have been collectod
without authority, or of any sum alleged 1o have been cxrces:
sive or in any manker wrongfully collecied until a clawm
for refund or credit has been duly filed with the Commis-
sioner of Iwlernal Ievenue, according to the provisions -of
law in that regard, and the requlations of the Seeretary
of the Treasury established in pursuance thereof; but suck
suit or proceeding may be maintained, whethor or not such
lax, penally, or sum has been paid under protest.or duregs;
No such suit or preceeding shall be begun before the expiration
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of six months from the date of filing such claim unlexs the
Commissioner renders a decision thereon within that time,
nor after the cxpiration of two years from the dute of mail-
ing by registered mail by the Commissioner to the tarpayer
of a notice of the disallowance of the part of the cluim to
which such suit or prooceding relates.”

(b) Suits or procecdings instituted before the date
of the enactment of this Act shall not be affected by the amend-
ment made by subsection (a) of this scction to section 3226
of the Revised Statules, In the onsa of suits or procecdings
tnstituled on or after the date of the enactment of this Aol
where the part of the claim to which such suit or proceeding
relales was disallowed before the dale of the enactment of
this Act, the statuis of limitations shall be the same as
provided by such section 3226 before ils amendment by
subsection (a) of this section.

SEC. 1106. DATE OF ALLOWANCE OF REFUND OR CREDIT.

Where the Commissioner has (befors or after the
enactment of this Act) signed a schedule of overassessments
tn respect of any inlernal revenuc lax imposed by this Act
or any prior revenue Acl, the date on which he first signed
such schedule (if after May 28, 1928) shall be considered
as the date of allowance of refund or credit in respect of
such taz.
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SEC. 1105. JEOPARDY ASSESSMENT.

(a) If the Commissioner finds thal a persun liable for
tuz (other than income lax) under any provision of the
inlernal-revense laws designs quickly to depart from the
United Slales or to remove his property therefrom, or to
conceal himself or his properly therein, or to do any other
act tending lo projudice or lo render wholly or partly
incfectual proceedings to collect such tuc unless such pro-
coedings be brought without delay, the Commissioner shall
cause notice of such finding to be given such persom, together
wih a demand for an immediale return and immediate
payment of such tax, und such tux shall thereupon become
immedialely due and payable.

(b) 1f such person (1) is not in default in making any:
refurn or paying any tac under the internal-revenue laws,:
and (2) furnishes to the United States, under requdations 1o
be prescribed by the Commisvioner with the approvel of the
Seorclary, securily approved by the Commissioner that he
will duly return and pay the laz to which the Commissioner's’
finding relutes, then such taz shall not be payable prior to the .
lime. otherwise fized for payment.

SEC. 1J06. REFUNDS OF MISCELLANEQUS TAXES.

Subsection (a) of section 3228 of the Revised Statutes,
as amended, is amended by adding at the end thereof the.
following :
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“ The amount of the refund shall not ercecd the portion of the
tax, penalty, or som paid durving the four years immediately
preceding the filing of the claim, or if no claim was filed, then
during the four years immedintedy preccding the allowance of
the refund.”
SKC. 1107, SPECIAL DISBURSING ACENTS OF TREASURY.

The Scerctary of the Treasury is authorized lo desig-
nate agenis in charge of divisions of internal revenue agents
lo aol as special disbursing agents of the Treasury for the
payment of all salarics and expenses of such divisions, on
giving good and sufficient bond in such form and with such
security as the Seerctary of the Troasury may approve, not-
withstanding section 3144, Revised Statuies, as amended.
SKC. 1108. REFUND OF TAXES FOR TAXABLE YEAR 1918

Section 284(h) of the Revemue Act of 1926 is
amended to read as follows:

“(h) Except as provided in snbdivision (d) this soo-
tion shall not (1) bar from allowance a claim for oredit or
refund filed prior to the enactment of this Aot which but
for snch enactment would have been allowable, or (2) bar
from allowance a clainy in respect of a tax for the taxable
year 1849 or 1918, 1918, or 1920 if sach claim is filed
before the expiration of five years after the date the return

" was dae.”
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(a) When used in this Act— _

(1) The torm “ person” means an individual,
A trust or estate, a partnership, or a corporation,

(2) The term ‘‘ corporation’ includes associn-
tions, joint-atock companies, and insurance companies.

(3) The term ' partnership "' includes a syndicale,
group, pool, joint venlure, or other unincorporaled
organization, through or by means of which any busi-
ness, financial operation, or venture is carried on,
and which is not, within the meaning of this Act, a

trust or estate or a corporation; and the term * part-
ner " includes a member in such a syndicate, group,
pool, joint venture, or organization.

8% (4) The term “ domestic ”’ when applied to a
corporation or partnership means created or organized
in the United States or under the law of the United
States or of any Stats or Territory.

4} (5) The term “ foreign ”’ when applied to a
corporation or partnership means a corporation or
partnership which is not domestio.

46} (6) The term “ fiduciary ” means a guard-
ian, trustee, executor, administrator, receiver, conserv-
ator, or any person acting in any fiduciary capacity

for any person.

J. 118375——21
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$6) (7) The term “ witbholding agent " means
any person roquired to deduct and withhold any tax
under the provisions of section 444 143 or 145 144.

€# (8) The term * stock " includes the share in
an assoviation, joint-stock company, or insurance
company'.

) (9) The term ‘“shareholder” includes a
member in an assoviation, joint-stock company, cr
insurance company.

8 (10) The term ** United States” whcﬁ used
in a geographical sense includes only the States, the
Territories of Alaska and lawaii, and the District of
Columbia.

406} (11) The term “ Sceretary ” means the
Socretary of the Treasury.

{44} (12) The term “ Commissioner "’ means the
Commissioner of Intornal Revenue.

413} (13) The term “ collector ” means collector
of internal revenue.

43} (14) The term “taxpayer” means any
person subject to a tax imposed by ihis Act.

{4} The tenn “miliiary or noval forees of the
Guard; the Ammy Nurse Corps; Female; and the Navy
Nurse Corps;, Female:
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(b) The terms “includes” and “including” when
used in a definition contained in this Act shall not be deemed

to exclude other things otherwise within the meaning of the

term defined.
SEC. 1110. SEPARABILITY CLAUSE.

If any provision of this Act, or the application thereof
lo any person or circumstlances, is held invalid, the remainder
of the Act, and the application of such provisions to other
persons or circumslances, shall not be affected thercby.

SEC. 1111. EFFECTIVE DATE OF ACT.

Except as otherwise provided, this Act shall take cffect

upon ils enactment,
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