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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
taxable year 1088 and sueceeding tamable vears beginning
after December 31, 1933, Income, war-profits, and excess-
profits taxes for taxable years preeeding the tanable year:
1083 beginning prior to January 1, 1994, 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 Title X 111 of this Act or
by legislation enacted subsequent to this Act,
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SEC. 2 CROSS REFERENCES.

The cross references in this title to other portions of
tho title, where the word “ see " is used, are made only for
convenience, and shall be given no logal effect.
8EC. 3 CLASSIFICATION OF PROVISIONS.

The provisions of this title are herein classified and
designated as—

Bubtitle A—Introductory provisions,
Subtitle B—General provisions, divided into Parts
and sections,
fsubtitle O—S8upplemental provisions, divided into
Supplements and sections.
SEC. 4 SPECIAL CLASSES OF“ TAXPAYERS.

The application of the (leneral Provisions and of Supple-
ments A to D, inclusive, to each of the following special
classes of taxpayers, shall be subject to the exoeptions and
additional provisions found in the Supplement applicable to
such olass, as follows:

(a) Estates and trusts and the beneficiaries thereof,~
Supplement B. |

(b) Members of partnerships,—Supplement F.

(0) Insurance companies,—Supplement @,

(d) Nonresident alien individuals,—Supplement H,

(e) Foreign corporations,~Supplement I. |
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'(f) Individual citizens of any poaieu'ib'nv of the Uhite‘d
States who are not otherwise citizens of the United States and
who are not remdenu of the United States,——Supplement J
( g) Indxvndunl citizens of the United States or domemo
corpomuons, sausfymg the conditions of seotlon 251 by
reason of denvnng a large portion of their gross inoome from
sources within a possession of the Umted States,—-Supplo-
ment J. |
(h) China Trade Act corporations,—Supplement K. ‘
SUBTITLE B-GENERAL PROVISIONS
. Part I—Rates of Tl!
SEC. 11. NORMAL TAX ON INDIVIDUALS.
lPhere shall be levied; eolleetod; and peid for each tai-
able yeu upon the net ineome of overy individusl & normal
tax equal to the sum of the following+
{e) 4 per eentin of the first $4,000 of the
asouns of the net inone in exocsn of the credite ageinst
not inome provided in voolion 364 sad
{b} 3 por contun of the remninder of suoh excess
| Thm shall be levied, collected, and paid for eaoh
tazable year upon the net income of every individual a
normal taz of 4 per centum of the amount of the net tmome
in excess of the credils against met income promded in
section 36. |
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SEC. 12, SURTAX ON INDIVIDUALS.

{o)} Raens op Buneaxr—There shall be levied; eol-

lectod; and paid for each laxablo yeur upon the nob inenme
of every individual o purian ao followet

Upon o neb income of $6,000 thero shall be ne
siirtax} upon nod incomes in exeoss of $6,000 and not
in excoss of $10,000; 1 per centum of such exooser

$40 upen net incomes of $10;0004 and upen ned
ineomen in oxeesd of $10,000 and nol in exeess of
$12;000, 3 por eontum in additien of such exeessr

$80 upen nek incomos of $13,0004 and upon neb
ineemesinexemefmlaadnotiam;eool
$14;000; 8 per eentum in addition of such exeeser
$140 upon not inoomes of $14,0004 and upon net
ineomes in exoess of $14;000 and nob in exeess of
$16,000; 4 per eentun in addition of such exeess;
$220 upon net ineomes of $16,0001 and upen net
inoomes in exooss of $16,000 and mot in exooss of
$18,000; 5 per contum in addition of puch excoss
$320 upon net ineomes of $18,0004 and tpon net
incomes in oxcose of $18,000 and not in exeesn of
OQO;OOO;Qpereeminaddiﬁoz;oiswhexeew
$440 upon net incomen of $0;0004 and upon net
ineomen in oxecess of $30,000 and net in exeess of
$33,000; 8 per eontum in addition of such exocasy
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$600 upon net ineemeos of $32,0004 end upen not
incomen in excess of $38,000 and nob in exeess of
$34,000; 0 per eontum in addition of such exoossr
$780 upon nel ineomos of $34,0004 and upen net
inoomen in excose of 04,000 and not in exocss of
$26/000; 10 per contum in additien of such excess:
~ $080 upen not incomos of $36,0001 and upon nel
inoomes in omeess of $36,000 and net in emeess of
$28,000; £ por oonturn in addivion of such oxoestr
$5,900 upon ek incomes of $38,000¢ and upon
net incomes in excess of $38,000 and not in exeess of
$30,000; 13 por contum in addition of such exocss:
$1;440 upon net ineomes of $30,0004 and upon
et ineomes in oxeceos of $30,000 and not in exeess of
$33;000; 18 per contum in addition of such oxeess:
$1,700 upon net invomoes of $33;0001 and upen
nob incomen in exeess of $33,000 and not in excese of
$36;000; 15 per eentum in addition of sueh exoeser
$3,800 upen net ineomes of $36,0001 and upon
pob ineomon in oxocoss of $36;000 and not in excess of
$38,000; 16 por contusn in addition of sush oxees:
83,620 upen net incotnes of $38,0004 and upon
net ineomes in excess of $38,000 and not in exeess of
$40;000; 17 per eentum in addition of sueh exeoss:
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$3,060 upon nel incomes of $40,000¢ and upen
ok ineomes in oxoees of $40,000 and nek in oxcers of
mwwmmm“dmobm ,
WWWWO‘WMW
wmmmdﬂmudm:amd
$44,000; 10 per contun in addition of such exeessr
$3:700 upon not incomes of 44,0001 and upon
not incomes in excos of $44,000 nid nob in exceos of
$48,000; 30 por contusn in addition of oich oxeossr _
$47100 upen net invomes of $46,0001 and upen
nob inomes in exeess of $46,000 and not in exsess of
$48,000; 3 per contun in addition of euel exooonr
$4;640 upon neb incomes of $48;0004 and upen
nob incomos in oxces of $48,000 and not in execss of
$50;000); 33 per centuin i addition of sieh exeeeer
$4,060 upon neb invomes of $56,0004 and upon
o ineomes in excens of $50,000 and no in excess of
$53,000; 93 per contum in addition of ouch execos:
$6;420 upen net incomen of $63;0004 and upesn
mmhmdmmdmhmﬁf
$64;000; 34 per eentuin in addition of sueh exeess:
$5:900 upon net incomes of 854,000 and upon
et inoomes in exoos of $64,000 and not in excess of
$66;000; 35 per eentum in addition of such excess:
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$6:400 upen neb incomes of $56,0004 end upen
nob incomes in exccss of $56,000 and not in excess of
$68,000; 34 per eontum in addition of meh excess:
$6:000 upon net incomen of $58,0001 and upon
nel incomen in exces of $58,000 and not in excess of

 §60,000; 97 per contum in ndditien of such exeons:

$7;460 upen et incomes of $60,0004 ard upon
ot ineomnes in excow of $60,000 and not in exeews of
$63;000; 98 per cenwwn in addition of sueh exeves:
88,030 upon net incomes of $62,0004 and upen
not ineomen in execss of $63,000 and net in excess of
$64,000; 90 per eentutn in ndditien of such excess:
$8,600 upon nel incomes of $64;000+ and upen
net invomes in excess of $645000 and not in exeevs of
$66,000; 30 per eonttn in addition of sueh exeessr
$0,300 upon net incotmes of $66;0004 and upon
pet tneomesn in exeeco of $66,000 and not in exeevs of
$68,000; 81 por ecntum in addition of such exeose:
$0,830 upon neb ineomes of $83,0001 and upon
no ineomen in exoots of $68,000 and nob in exeess of
$70,000; 33 per ceptuin in addition of such exeese:
$10,460 upon net incomes of $70,0004 and upen
nel ineomee in excoss of $70,000 and not in excess of
$+3;000; 83 per centum in addition of such exeess:
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$1-1,110 upon net incomes of $73:0004 and upon
nel ineomes in excecos of $73;000 and net in exvess of
$74;000; 84 per ecnutn in addition of sueh exvese
$11,800 upon neb incotes of §74,0004 and upon
neé iheomes i excess of §74;000 and nod in encesy of
$76,000; 35 per ecntun in addition of such exeetsr
$13,500 upon net ineomen of $76,0004 ard upon
net ineomes in exeess of $76,000 and not in execes
of $78;000; 88 per centuin in additien of such exeessr
813,230 upon net inevines of §78,0004 and upen
net incomes in excess of $78/000 and not in excess
of $80;000; 37 per centum in addition of such exeess:;
$13;060 upen net incomes of $86;,0001 nnd upon
net iheoines in excess of $80,000 ahd net in excess
of $83,000; 38 per eentun in additien of sueh exevss:
$14;730 upon net ineotnes of $83;0004 nud upon
neb invomes in exoess of $85,000 and net in exeocss
of $84;000; 30 per centum in additien of such exoeser
$15,500 upon neb incomen of $84,0001 and upon
not incownes in exeess of $84;000 and net in excese
of $86;000; 40 per eentum in addition of such exeess:
$16,300 upon net incomen of $86;,0001 and upon
net incomes in exeess of $86;000 and nel in excoss
of $88,000; 41 per eenttin in eddition of such exeess:
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$17;120 upen net ineomen of §88,0001 and upon
ae?inmmhmdmnémhm
of $00,000; 42 per eentum in addivion of suck exocss

$17,060 upon net incomes of $00/0004 and upen
nol ineomen h excoss of $00,000 and not in excess of
$03,000; 48 per eontusn in addition of sioh execess

$18;800 upon net incomen of $69/000) and wpen
net invomes in exeese of $08,000 and not in excess of
$04;000; 44 per eentum in addition of such excossy

$10,700 upor net ineotnes of $04,0004 and upen
Hob inoomes in exocen of $84,000 and no in encese of
$06;000; 45 per eentumn in addition of such excessr

$30,600 upen net ineotnce of $06;,0004 and upon
Bob ineomes i excosd of $06;000 and net in execss of
$08;000; 46 per centun in addition of sueh exeosr

$31,620 upon net incothes of $68;0004 and upen

Bob ineomes in excese of $08,000 and not in excess of -

$100,000; 47 por eontutn in addition of such execss:
$33,460 upon net incotnes of $100,0004 and upen
net inooes th exeess of $100,000 and not in exeess of
$150,000; 48 por contum: in addition of such exeoss:
$48,460 upon nob ineomnes of $150,0001 and upon
Ret ineotmes in exees of $150;000 and not in exeoss of
$300,000; 40 per centum in addition of such oxoons
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$70;060 upon net ineomes of $200,0004 and upon
net incomes in excess of $200,000 and not in exeess of
$300,000; 50 por contusm in oddition of Such excoss:

$120,860 upen net ineomes of $300,0004 and
upon net incomes in excess of $300;,000 and net in
exeess of $400,000; 51 por eontum in oddition of such
exeens:

$171;060 upon net ineomes of 5490;9994, and
upon net jucoren in execs of $400,000 and net in
excess of $500,000; 52 por eontum in addition of such
exeess:

$223,060 upen net incomes of $500;000¢ ond
upen Ret incemes in excoss of $600;000 and net in
excoss of $750;000; 68 per eontum in addition of such
©Xe088:

$356;460 upen met incomes of $750;000; and
&pennetineomeeiﬁexeeseefmwémin
exeess of $1;000,000; 64 per eentum in addition of such

| $401,460 upon net ineomes of $1,000,0001 ead
upon net incomes in excoss of $1,000,000; 55 per
eentium in addition of sueh exeess:

(a) DEFINITION OF “ SURTAX NET INCOME " . —As

94 used in this section the term * surl:ir net income” means the
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amount of the net income in excess of the credits against net
income provided in section 25 (b).

(b) Rares oF Surrax.—There shall be levied, col-
lected, and paid for each taxable year upon the surtax net
income of every individual a surtax as follows:

Upon a surtax net income of $4,000 there shall be
no surtax; upon surtax net incomes in excess of $4,000
and not in excess of $8,000, 4 per centum of such excess.

* $160 upon surtac net incomes of $8,000; and upon
surtaz net incomes in excess of $8,000 and not in excess
of $10,000, 5 per centum in addition of such excess.

$260 upon surtax net incomes of $10,000; and
upon surtag net incomes in cxcess of $10,000 and not in
éa:cess of $12,000, 6 per centum in addition of such
excess. '

$380 upon surtax net incomes of $12,000; and
upon s;tr(aw net incomes in excess of $12,000 and not
in eacess of $14,000, 7 per centum in addition of such
excess.

$620 upon surtax net incomes of $14,000; and

_ upon surtax net incomes in excess of $14,000 and not
in ecess of $16,000, 8 per centum in addition of such
| $680 upon surtaz net incomes of 316,000,' and

upon surtax net incomes in excess of $16,000 and not
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in excess of $18,000, 10 per centum in addition of
such excess.

$880 upon surtax net incomes of $18,000; and
upon surlaz met incomes in excess of $18,000 and not
in excess of $20,000, 12 per centum in additioh of such
excess. |

$1,120 upon surtax net incomes of $20,000; and
upon surtax net incomes in excess of $20,000 and not
in ezcess of $99,000, 14 per centum in addition of
such excess.

$1,400 upon surtax net incomes of $22,000; and
upon surtax met incomes in excess of $22,000 and not
in excess of $26,000, 16 per centum in addition of such
G088, .

$2,040 upon surtax net incomes of $26,000; and
upon surtaz net incomes in ezcess of $26,000 and not
in excess of $32,000, 18 per centum in addition of such
excess.

$3,120 upon surtax net incomes of $32,000; and
upon surtax net incomes in excess of $32,000 and not
in excess of $38,000, 21 per centum in addition of
such excess.

$4,380 upon surtazx net incomes of $38,000; and
u;)on sufta:c net incomes in excess of $38,000 and not
in excess of $44,000, 24 per centum in addition of such

m.
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$5,820 upon surtax net incémes of $44,000; and
upon surtaz nel incomes n excess of $44,000 and not
in excess of $50,000, 27 per centum in addition of such
excess. |

$7,440 upon surtax net incomes of $50,000; and
upon surtaz net incomes in excess of $50,000 and not
in excess of $56,000, 30 per centum in addition of such
excess.

$9,240 upon surtax net incomes of $56,000; and
upon surtax net incomes in excess of $56,000 and not
in cxcess of $62,000, 33 pea centum in addition of such
excess. |

$11,220 upon surtax net incomes of $62,000;
and upon surtax net incomes in excess of $62,000 and
not in excess of $68,000, 36 per centum in addition of
such excess. N

- $13,380 upon surtax met incomes of $6‘8,000,‘

and upon surlaz net incomes in excess of $68,000 and
not in excess of $74,000, 39 per centum in addition of
such excess.

$15,720 upon surtas:net incomes of IN006;

and upon surtaz nel incomes in excess of $74,000 and

not in excess of $80,000, 42 per centum in addition of

such excess.

- J. 41951——2

L [
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$18,240 upon surtax net incomes of $80,000; and
upon surtazx net incomes in excess of $80,000 and not in
excess of $90,000, 45 per centum in addition of such

€Tcess,

$22,740 upon surtazx net incomes of $90,000; and

_upon surlaz net incomes in excess of $90,000 and not

in excess of $100,000, 50 per centum in addition of
such excess.

$27,740 upon surtax net incomes of $100,000;
and upon surtaz net incomes in ercess of $100,000
and not in excess of $150,000, 52 per centum in
addition of such excess.

$53,740 upon surtax net incomes of $150,000;
and upon surtax net incomes in excess of $150,000
and not in excess of $200,000, 53 per centum in addi-
tion of such excess.

880,240 upon surtaw net incomes of $200,000;
and upon surtax met incomes in excess of $200,000
and not in excess of $300,000, 64 per centum in
addition of such excess.

o $134,24Q upon surtax net incomes of $300,000;
and upon surtax met incomes in evcess of $300,000
and not in excess of $400,000, 55 per centum in addi-
tion of such excess. ’ |

$189,240 upon surlaz net incomes of 840@,000;
and upon surtar net incomes in excess of $400,000
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and not in excess of $500,000, 56 per centum in addi- -
tion of such excess. |

$245,240 upon surtax net incomes of $500,000;
and upon surtax met incomes in excess of $500,000
and not in excess of $750,000, 57 per centum in
addition of such excess.

$387,740 upon surtax net incomes of $760,000;
and upon surtax net incomes in excess of $750,000 and
not in excess of $1,000,000, 58 per centum in addition
of such excess. |

$582,740 upon surtax net incomes of $1,000,000;
and upon surtax net incomes in e:weas. of $1,000,000,
59 per centum in addition of suoch ezcess.
{b) Batn op Mpms AND O ob GAs Wakis—For

. limitotion of surtax attributable to sale of mines and eil or

ges wells; see seetion 109:
computation of tax in liew of normal end surtax in ease of net
ineommes of not less than $16;000; appreximately; of in ease
of neb incomes; excluding items of oapitel gain; eapital lose;
and eapital deductions; of not lews thon $16,000; approxi-
mately; see seetion 101

(¢) Tax oN PErsoNaL HoLpiNG CoMPANIES.—For

taz on personal holding companies, see section 102.
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(d) EvapioN AvoIDANCE OF SURTAXES BY INCOR-

PORATION.—For tax on corporations which accumulate

- surplus to evede avoid surtax on stockholders, see section

104 103.
S8EC. 13. TAX ON CORPORATIONS.

(a) RaTe oF Tax.—There shall be levied, collected,
and paid for each taxable year upon the net income of every

corporation, a tax of 134 per centum of the amount of the

et income iR exvess of the eredit against net ineome pro-

vided in seetion 36, (For addition to rate in case of con-

+ solidated relurns, see-section 141,)

- (b) ExeMpT CORPORATIONR.—For corporations ex-

empt from tax, see section 408 101. .
+ :fo) Tax.0N PERSONAL HOLDING COMPANIES—For.
ta an personal holding companies, see seclion 102,

{e} (d) IMPROPER ACCUMULATION OF SUBPLUS.—

.For tax on corporations which:accumulate surplus to evade
. avqid internal-revente tax suritay on stockholders, see section
34 103,

¥ o tazeblo peried embraces portions of two ealondar.

computed a8 provided in soetion 105
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- 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. |

(2) GENERAL DEFINITION.—" Gross income” .in-

ciudes gpins, profits, and income derived from salaries,

wages, or compensation for personal service, of whatever

kind and in whatever form paid, or from professions, voa-
tions, trades, businesses, commerce, or sales, or dealings in
property, whether real or personal, growing out of the

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

. interest, rent, dividends, securities,.or the transaction .of

any business carried on for gain or profit, or gains or profits

~and income: derived from any source whatever. In the

. case of Presidents of the United Btates and judges of cousts

of the. United Bfates taking office .after the date of thp

- ennetment of this Aet June 6, 1932, the compensation

received as such shall be included in gross income; and all
Acts fixing the compensation of such Presidents and judges

are hereby amended accordmgly

(b), EXCLUSIONS FROM GROSS INOOME —The fol-

lowing items shall not be included in gross income and shall

be exempt from taxation under this title:
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(1) LIre INSURANOE.—Amounts received under
a life insurance contract paid by reason of the death of
the insured, whether in a single sum or in instellments
otherwise (but if such amounts are held by the insurer
under an agreement to pay interest thereon, the interest
payments shall be included in gross income) ;

(2) ANNUITIES, ETO.—Amounts received (other
than amounts paid by reason of the death of the insured
and interest payments on such amounts and other than
amounts received as annuities) under a life insurenee;
endowment; or ennuity insurance or endowment con-
tract, but if such amounts (when added to amounts
received hefore the taxable year under such contract)
exceed the aggregate premiums or consideration paid
(whetker or not paid during the taxable year) then the
excess shall be included in gross income. Amounts
received as annuities under annuily or endowment con-
tracts shall be included in gi-oss income; except that there
shall be excluded from gross income the excess of the
amount received in the taxable year over an amount
equal to 3 per centum of the aggregate premiums or
consideration paid (whether or not paid during such
year), until the aggregate amount excluded from gross
income under this title or prior income taz laws equals
the aygregate premiums or consideration paid. .In the
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case of a transfer for a valuable consideration, by assign-
ment or otherwise, of a life insurance, endowment, or
annuity contract, or any interest therein, only the actus]
value of such consideration and the amount of the
premiums and other sums subsequently paid by the
transferee shall bo exempt from taxation under pafa—
graph (1) or this paragraph;

(8) GIPTS, BEQUESTS, AND DEVISES.—The value
of propérty acquired by gift, bequest, devise, or inherit-
ance (but the income from such property shall be
included in gross incoine) ; |

§4) TAX-FREE INTEREST,—Interest upon (A)
the obligations of a State, Territory, or any politica] sub-
division thereof, or the District of Columbia; or (1‘»)‘
seeuritios isstiod undor the provisions of the Foderal
Farmn Loas Ao, or undor tho provisions of oich Aot as
amended obligations of a corporation organized uW
Act of Congress, if such corporation i8 an instrumen-
tality of the United States; or (O) the obligations of
the United States or its poséessions. Every person
owning any of the obligations er seeuritiep enumerated
in clause (A), (B), or (C) shall, in the return re-
quired by this title, submit a statement showing tim

" number and amount of such obligations and seeurities
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owned by him and the income received therefrom, in
such form and with such information as the Commis-
sioner may require. In the case of obligations of the
United States issued after September 1, 1917 (other
than postal savings certificates of deposit) and in tlge
case of obligations of a corporation organized under Agt
of Congress, the interest shall be exempt only if apd
to the extent prouided in the respective Acts author;z-

ing the issue thereof as amended and supplemented, and
 shall be excluded from gross income only if and to the
' extent it is wholly exempt to the -taxpayer from the

taxes unposed by this txtle, | .

(5) OOMPENSATION izon m.runms OB SIOK-
NESS.—Amounts reeenved through aeexdent or health
msurance or under workmen 8 compensatlon acts, 2
compensation for personal injuries or sickness, plus the
amount of an;r damagee received whether by suit or
agreement on account of such m;unes or sickness;

HI

(6) MINISTEBS -—The rental value of a dwellm,g

| house and appurtenances thereof furmshed toa mxmsp;

| (7) MISOELLANEOUS m'nms —The followmg
1tems, to the extent provxded in sectxon 116 \

Earned meome from gources w1thout the

Umted States;
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- Salaries of certain Territorial employees;
The income of foreign governments;
- Income of States, municipalities, and. other
’ pohtwal subdxvnslons, o
Recexpts of shipowners’ mutual . protection
«and indemnity associations;
Dividends‘ from China Trade Act corpora-
tions,

(o) INVENTOBILS —Whenever in the opinion of the

“,Commlssgqpe,r.‘ the use of inventories is necessary in order

clearly to defermine the income of any taxpayer,. inven-

tories shall be teken by such taxpayer upon such basis as
13 the Cgmmissiqge,:r_,f with the approval of the Secretary, may

_prescribe as conforming as nearly as may be to the best

accounting_ practice- in the trade or buginess and as most

clearly refleqting the income. .

_(d) DisyrIBUTIONS BY COBPOBATIONS —Distribu-
tions by porpqrations shall be taxable to the shareholders as
prowded in section 115, -

(e) DETERMINATION oF GAIN oB Loss, ——In the case

:,of ja, gglq or other disposition. of property, the__gam or loss
shall be gomputed a5 provided.in seetions s 113; end 143

gection 111, o

() Gnoga INCOME FROM SOUBOES WITmN AND

WITHOUT Unirep SraTes.—For computation of gross in-
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come from sources within and without the United States,
see section 119,
SEC. 23. DEDUCTIONS FROM GROSS INCOME.
| In computing net income there shall be allowed as
deductions:

(a) Expenses.—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 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
or other payments required to be made as a condition to
the continued use or possession, for purposes of the trade
or business, 6f property to which the taxpayer has not
taken or is not taking title or in which he has no equity.

(b) InTEREST.—AIll interest 'paid or Med within
the taxable year on indebtedness, except (1) on indebted-
ness incurred or continued to purchase or carry, or the prd-
ceeds of which were used to purchase or carry, obligations er
goetrition / (other than obligations of the United States
issued after September 24, 1917, and ;bﬁginauy subscribed
for by the taxpayer) the interest upon which is wholly
exempt from the taxes imposed by this title, or (2) on
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indebtedness incurred or continued, or the proceeds of which
were used, in connection with the purchasing or carrying

of an annuity.

(6) Taxes GENERALLY.—Taxes paid or accrued |

within the taxable yeer,-except—

(1) Federa! income, war-profits, and excess-
profits taxes impesed by the autherity ef the Uniled
Biates;

(2) income, war-profits, and excess-profits taxes
imposed by the authority of any foreign country or pos-
session of the United States; but this deduction shall be
allowed in the case of a taxpayer who does not signify
in his return his desire to have to any extent the
benefits of section 181 (relating to credit for taxes
of foreign countries and possessions of the United
States) ; and

(8) estate, inheritance, legacy, succession, and
gift tazes; and

{8} (4) taxes assessed against local benefits of a
kind tending to increase the value of the property
assessed ; but this paragraph:shall not exclude the allow-
ance as & deduction of so much of such taxes as is

properly allocable to maintenance or interest charges.

24 For the purpose of this subseetion; estate; inheritanee; logaey;
26 and suecession taxes ncorue on the due date thereef; exeopt
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a8 otherwise provided by the law of the jurisdietion itapesing
saeh taxes; and shall be allowed as o deduetion only to the

(d) TAXES oF SHAREHOLDER PAID BY CORPURA-
110N.—The deduction for taxes allowed by subsection (¢).
shall be allowed to a corporation in the case of taxes
imposed upon a sharcholder of the corporation upon his
interest as shareholder which aro paid by the corporation
without reimbursement from the shareholder, but in such
cases no deduction shall be allowed the shareholder for the
amount of such taxes.

(e) Losses BY INDIVIDUALS.—Subjeeb to the Jimita-
tions provided in subsection {r) of this scetion; in In the
case of an individual, losses sustained during the taxable
year and not compensated for by insurance or otherwise—

(1) if incurred in trade or business; or

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

(8) of property not connected with the trade or
business, if the loss arises from fires, storms, shipwreck,
or other casualty, or from theft. No loss shail be allowed
as a deduction under this paragraph if at the time of

the filing of the return such loss has been claimed as
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.. a deduction for estate tax purposes in the estate tax
return. - “

(f) Losses BY CORPORATIONS.—Bubjeet t6 the limi-
tationy provided in subseetion {r) of this seetien; in In the
case of a corporation, losses sustained during the taxable
year and not compensated for by insurance or otherwise.

(9) WagErING Lossks.—Losses from wagering
transactions shall be allowed only to the extent of the gains
from such transactions.

{g} (h) Basis vor DETERMINING Los8.—The basis

for determining the amount of deduction for losses sustained,

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

adjusted basis provided in section 113 (b) for determining
the gain or loss from the sale or other disposition of
property.

. 4k} (i) Loss oN -WASH SALES OF BTOOK OR SEOURI-
TiB8.—For disallowance of loss deduction: in the case of
sales of stock or securities where within ‘thirty days before

or after.the date of the sale the taxpayer has acquired

~ substantially identical property, see section 118.

(i) -CapiraL LoSsES.—Losses from sales or ea-

. changes of capital assets shall be allowed only lo the extent

provided in section 117( d).
" 4§ (k) Bap Dgrs.—Debts ascertained to be worth-

less and charged off within the taxable year (or, in the disore-
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tion of the Commissioner, & reasonable addition to a reserve
for bad debts) ; and when satisfied that a debt is recover-
able only in part, the Commissioner may allow such debt.
in an amount not in excess of the part charged off within
the taxable year, as a deduction.

4% (1) DEPRECIATION.—A reasonable allowance for
the exhaustion, wear and tear of property used in the trade or
business, including & 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
be apportioned between the income beneficiaries and the
t'rustée in accordance with the pertinent provisions of the
instrument oreating the trust, or, in the absence of such
provisions, on the basis of the trust income allocable to each.

{-l-} (m) DEPLETION.—In the case of mines, oil and gas
wells, other natural deposits, and timber, a reasonable allow-
ance for depletion and for depreciation of improvements,
according to the peculiar conditions in each case; such rea-
sonable allowance in all cases to be made under rules and
regulations to be prescribed by the Commissioner, with the
approval of the Secretary. In any case in which it is ascer-

tained as a result of operations or of development work that
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the recoverable units are greater or less than the prior esti-

“mate thereof, then such prior estimate (but not the basis for

depletion) shall be revised and the allowance under this
subsection for subsequent taxable years shall be based upon
such revised estimate. In the case of leases the deductions
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 computed
as if the life tenant were the absolute owner of the propesty
and shall be allowed to the life tenant. In the case of
property held in trust the allowable deduction shall be appor-
tioned 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 per-
centage depletion allowable under this subsection, see section
114(b), (3) and (4).)

{m} (n) Basis FOR DEPRECIATION AND DEPLE-
TION.—The basis upon which depletion, exhaustion, wear
and tear, and obsolescence are to be allowed in respect
of any property shall be as provided in section.114.

48} (0) CHARITABLE AND OrHER CONTRIBU-
TIONS.—In the case of an individual, contributions or gifts

made within the taxable year to or for the use of:
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(1) the United States, any State;'l‘;rriwfy, or
any political- subdivision thereof, or the District of
Columbia, for exclusively public purposes; .
' (2)' & corporation, or trust, or community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientific, literary; or educi-
tional purposes, or for the prevention of cruelty fo
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or mdividual; = - - 0 0L N
~ (8) the special fund' for vocational rehebilitation
authorized by section 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 organi-
zations, if such posts, organizations, units, or societies
are orgunized in the United States or any of its posses-
sions, and if no part of their net earnings inures to the
benefit of any private shareholder or individual; or .-
(5) a fraternal society, order, or association::
operaiing under the lodge system, but only if such:

. contributions or gifts are to be used. exclusively for:

.. religious, charitable, scientific, literary, or educational-

0 b
- W

D

o

4

.. purposes, or for the :prevention of cruelty to childre:
or animals;
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not exceed 15 per centum of the taxpayer's net ingome as

-oomputed without the benefit of this subsection. Such con-

tributions or gifts shall be allowable as deductious only if

.verified under rules and regulatious prescribed by the Com- '

missioner, with the approval of the Secretary. (For.
unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, sce section 120.)

oF Riat Propuney—In the eave of o easunl solo or other
ensial disposision of ronl property: by an individusl; o reason,
the provisions of the eontract undor which sueh sale op
othor divposition s mades wnder sheh regulasions s the
Gonunisisoner; with the approval of the Seeretery; may .
prowcribe; including the giving of & bond; with sueh suretien.
wnd in el o {nob dous then tho cotimnted tox Hoiisy

- eomputed  without the benefit of this subseetion) a8 the

thotwithstnnding eny stetie of limitutions) of the tax; comy
puted without the benof of this smbwoekin; inwegest.of any
amounis allowed a9 o deducion uuder this subseetion end

. nob actually expended in earrying out the provisions of sueh .

A 49l—3
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" (p) ‘DrvieNps' RECRIVED 'BY -COBYORATIONS:—Id

“ ‘the case of a corporation; the amount received as dividends—:

Hﬁemodemesheeerpomﬁonwhiehismbjm~

to taxation under this title; or C |

 dividends from a domestic oorporatzon which is sub]ect to
tazation under this title. '

48} from any foreign eorperation When it is shewn

to the satisfaction of the Commissioner thet mere then

- 60 per eentum of the gross ineome of sueh foreign

* eorperation for tho three-year peried ending with the

 elove of ity tauable yeur preceding the decloration of

sueh dividonds -{or for sueh pars of sueh period a8 the

foreign corporation has been in existence). wes derived

from souees within the United States 0s de&emmed;

under soetion 110: | .

The deduction allowed by this subsection'shall not be allowed

in Arespectv of dividends received from a corporation organized

under the China Trade Act, 1922, or from a oor};oration

~ which under section 251 is taxable only on its gross incoms

“from sources within the United States by reason of its

réceivitig ‘ﬁ’lmge pertéritage of its gross income from sources
within d possession of the United States. L
(q) PENSION Tnus'ns.—‘-Aix'employer establishing or-
maintaining & pension trust to provide for the payment of -

reasonable pensions to his employees (if such trust is ;axempt
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exclusive benefit of employees) shall be allowed as a deduc-

" tion (in addition to the contributions to such trust during the
taxable year:to cover the pension liability- accruing during
“‘the year, allowed as a deduction under subsection (a) of

.thig section) a reasonable- amount transferred or paid into

such trust during the taxable year in excess of such con-

tributions, but only if such amount (1) has not theretofore

* been allowable as a deduction, and (2)- is apportioned in

* equal parts over a period of ten consecutive years beginning

with the year in which the transfer or payment is made:
‘Any deduction allowable under section 23 (q) of the Reve-
nue Act of 1928 or the Revenue Act of 1983 which under
such section was apportioned to any taxable year subsequent
to the taxable year 1081 shell beginning after December 31,

11933, shall be allowed as a deduction in the years to which
g0’ apportioned: to: the ;extent allowable under such section
' ¥ it had remained in force with respect to such year. -

{3} Toosos from enles or exchongen of slooks ud.

bonds {as defined in- subipetion At of thig: sootion).

221 i awhieh are nob edpitat assels -{us defined in seetion 101}

28

1+ - ghall be allowed enly to the extent of the gains from

24 =% gyeh salos o2 exchanges {including goins which mey

R R I T N
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. he derived by o texpeyer from the revirement of his

43} This subseetion shall ot apply to o dealer in
seourition (a0 to stoeks and bonds aequired for. resae
to eustemers)- in respect of transaetions in the ordinamy
eourse of bis business; ner to o bank er trust company
ineorporated under the laws of the United Siates or
of any State or Torritory:
mm—&mmmweﬁm
mmamwmmmammm
or (B} attributable to privileges er options to buy er sell
such sloeks and bonds; or {6} from seles or exchanges of
such privilegen or eptions; shall bo eonsidored ae gains or
léeseaéomsdeserexehaagesei;steeksor,bendswhieb
maoteap&dasse&ax

ﬁmw&mmmm
in subseetions {1} and {o}; the term “steeks and bonds2
menns (1) shares of stook in any eorporation; er {3} zights
to cubseribe for or to rescive cuch shares; or {3) bonds;
debea&uee;notee;ereemﬁeatesoreﬂwreﬂdmeesefmdebb-

-ednes&issuedbymym{e&eﬁbwagewmmem
-or pelitical subdivision thereof); with interest eoupons or in
registered form; or (4} eeriifieatos of profit; or of interesy
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 similer organieation holding or dealing in any of the insim-

mexnts mentioned or deseribed in this subseetion; regardless
of whether or.not sueh investment trush o similar orgeni-
gation eonstitutes & eorporation within the meening ef this
Aet:

SEC. 24. ITEMS NOT DEDUCTIBLE.

(a) GeNERAL RuLE.—In computing net intome no
deduction shall in any case be allowed in respect of—

~ (1) Personal, 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 _éxhaustion thereof for which an
. allogvanco is or has been made; er |

~ (4) Premiums paid on any life insurance policy
_qovem‘x_g‘thg life of any officer or employge, or-of any
- person. financially interested in any trade or, business
ca;r;ied on by the taxpayer, when the taxpayer is
 directly or indirectly a beneﬁcim'y under such pelieys
palicy; . A . dma '
| (5) Any amount otherwwe allowable 03 a deduc-
»_tion which is allocable to one or more clasaas of income
clas,ses 18 remved or accr ued) wholly ea:empt to the tax-

payef from the tazes imposed by this title; or
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" (6) Loss from sales or' exihanges of* property,

" divectly or indirééd‘;j, (4) between members of a family,
o (B) except in the case of distributions in liqdz'datién,

© between an individual and a corporation in which such

individual owns, directly or indirectly, more than 50
per centum of thé voting stock. For the purpose of this

ﬁdi;agraph;—:( C) an individual shall be considered as

otming the stock owned, directly or indirectly, by his
family; and (D) the family of an individual shall

" include only his brothers and’ sisters (whether by the
" whole or "half blood), spouse, ancestors, “and lineal

descendants,
'(b')‘ HoLpERs OF L1¥E OB TERMINABLE INTEREST.—

Kinounts paid under ‘the laws of any State, 'l‘emtory, Dis-

15 trict of Oolumbla, possessnon of the United States, or foreign

16 country a8 income ‘to the holder of e lee or'terminable inter-
V7 st acquxred by gxft, ‘bequest! or inheritance shall mot ‘be
RtE reduced or dlmmwhed by any deduction for shrinkage (by

19" whatever name called) in the value of such’ interest dug to

‘ 20 the )ia'pﬁé of tite; nor by anfdedt‘l;cti.oﬁ ‘alf;)!\avea;by this Act
21 (except the deductidiis provided for in subsectxons ) (t )

2% and -(-l} ( m) of section 28) for the parpose of computing the

93 net mqome of an estate or trust but ‘not allowed under the

94" 1aws of such Btate, Territory, Distrizt of Columbia; possession

Toh L AERA, e T e By e
: (T L 3
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of the United States, or foreign country for tﬁo"pui'pos% of
.computing the income-to which such holder is entitled.

- (6): TAxX WITHHELD .ON TAX-FREE COVENANT

BONDS ~For non-deductibility of tax withheld on tax-frée
covenant bonds, see section 143 (a) (8)-
SEC. 25. CREDITS OF INDIVIDUAL AGMST'NET 'mCOME.
Thero chall be ellowed for the purpose of the nommal
tax; but net for the surtax; the fellowing eredite aguinst the
. et ineomet ! "

HM&WWM&W

. to taxotion under this title;er .~ *

. 48) from a foreign corporation when it is shewn

$0 the catisfeetion of the Commissioner that mere then
. B0 per contum of the grow ineome of such foreign
 oorporation for the throo-year poriod ending with the

elose of ito taxnable yoar procoding the decleration’ of

. . such dividends {or for suek port of such period as the
 porporetion hes been: in. existonce). was derived hiom
20
2L

228

. the provisions of seetion H40r 1. iy 5) o
%MMHMWMMB@
- 23 allowed in respeot of dividends reeeived from  eorporation
24 WW%MMM%&M»%
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 paretion which under coeiion 251 is taxabile only on o gros

ie receiving o lorge perecniage of ite gross income frem
m%amémwm

+b) Ixeenpse o UNieup S£Asns OBBIGATIONS—
The ameunt reeeived ao interest npon obligations of the
United States which is included in gross ineeme uhder
seetion 23

{e)} PersoNan Exsmprior—1In the ease of o single

persoy B personal exemption of $1,0004 or in the euseiof

tho hoad of o fozmily or & matriod porson living with huskond
or wife; & persopal exemption of $3,600: A husband .and

.the personal exemption muy be taken by either or divided
. bmﬂm L il ' 3

m‘(e&he!ﬂmhusbeﬂdmmfe-)—dependentapeamd

dopendent persen ia undor eighteen years of age or is inee-

{e} CHaNGE OP BEATUS—H the stotus of the tax-

. payer; in so for 86 it affoets the personal exomption or eredit

for dependents; ehangen during the taxable year; the per
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approval of the Seeretary; in aecordance with the numpber
of menthy before and after such change: For the purpese
of sueh appertiontaent o fractional pary of o menth shell be
disregardod unless it amounts to more then helf & month in
whioh easo it chall be considered o5 o month |
(a) CREDITS For NormAL Tax ONLY.—There shall
be allowed for the purpose of the normal tazx, but not for
the surtaz, the following credils against the net income:
(1) DivibENDS.—The amount received as divi-
dends from a domestic corporation which is subject
lo tazation under this title, The credit allowed by this
paragraph shall fiot be allowed in respect of dividends
received from a corporation organized under the China
T'rade Act, 1928, or from a corporation which under
section 251 is tazable only on its gross income from
sources within the United States by reason of its re-
caping a large percentage of ils. gross income from
- sources within a possession of the United States.
(2) INTEREST ONUNITED STATES' 0BLIGA-
TION8.—The amount received 0s.-interest upon ob-
.. ligations of the United States which is included in

" gross. incoms under scclion 22.
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(8) INTEREST ON OBLIGATIONS OF INSTRU-
MENTALITIES OF THE UNITED STATES.—The amount
received as interest on obligations of a corporation
organized under Act of Congress, if (A) such corpora-
tion i8 an instrumentality of the United States; and
(B) such interest is included in gross income under
section 22; and (C) under the Act authorizing the
issue thereof, as amended and subplemented, such
interest 18 exempt from.mnormal taz.

(4) EARNED INCOME CREDIT.—10 per centum
of the amount of the earned net income, but not in
excess of 10 per centum of the amount of the net income.

(5) EARNED INCOME DEFINITIONS.—For the
purposes of this section—

(4) * Earned income” means wages, sal-
aries, professional fees, and other amounis re-
ceived as compensation for personal services
actually rendered, but does not include any amount
not included in gross incoms, nor that part of the
compensation derived by the tawpayer for personal

.o~ services réndered by him -lo & corporation which
represents a distribution of earnings or profits
rather than a reasonable allowance as compen-
sation for the personal services actually rendered.

In the case of a taxpayer engaged in a trade
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"1 or business in thich both personal services and
9 capital are malerial income producing factors,
3 a reasonable allowance as compensation for the
4 personal services actually rendered by the taa-

Jt

payer, not in excess of 20 per centum of his share

© 6 ' of the met profits of such trade or business, shall

7 " be considered as earned income.

R ‘ .( B) “ Earned income deductions’” means

Y  such deductions as are allowed by section 23 for
10 the purpose of computing net income, and are
] properly allocable to or chargeable against earned
12 income.

13 (C) “ Earned net income” ineans the ex-
4 cess of the amount of the earned income over the
5 eum of the earned income deductions. If the
6 tazpayer’s met income is not more than $3,000,
1T " his entiré net income shall be considered to'be
18 earned net income, and if his net inqome 18 more
19 than $3,000, his earned net income shall not be
20 considered to’ be less than $3,000. In no case
‘2t . shall the earned net"iﬂcovﬁ'é; be' considered to? be
22 ' more than $8,000. "
28 " (b) Crepirs ForR Bora NorMAL T4x AND Sur-

24 ""'TAX.-A"—:Thefe"shall be allowed for the purposes of the normal
‘25 ta'."'c’dnd‘ thé surtaz the following credits against net income:
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(1) PERSONAL EXEMPTION.—In the case of a
single person, a personal exemption of $1,000; or in
the case of the head of a family or a married person
living with husband or wife, a personal exemption.,of
$2,500. A husband and wife living together shall
receive but one personal exemption. The amount of
such ﬁersonal exemption shall be $2,500. If such
husband and wife make separate returns, the personal
exemption may be taken by either or dwided between
them.

(2) CREDIT FOR DEPENDENTS.—$400 for each
person (other than husband or wife) dependent upon
and recewing his chief support from the taxpayer if
.such dependent person is under eighteen years of age
or is incapable of self-support because meﬁtally or
physically defective.

(8) CHANGE oF sTATUS—If the status of the
tazpayer, in so far as  affects the personal exemplion
or credit for dependents, changes during the taxable
year, the personal exemption and credit shall be ap-

-portioned, under rules and regulations prescribed by

the Commissioner with the approval of the Secrelcry,
i accordance with the number of months before and
after such change. For the purpose of such apportion-
ment a fraotional part of a month shall be disregarded
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. unless it.amounis to more than half g month in which

case it shall be considered as a month.
. For the purpose only of the tax impesed by seetion 13
there chall be allowed a8 o eredit against net ineome the
nmmount reeeived as interest upon obligations of the United
States whieh is ineluded in gross income under seetion v
- Part III—Credits Against Tax
SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

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

SEC. 32. TAXES WITHHELD AT SOURCE.

The amount of tax withheld at the source under
section 143 shall be allowed as a credit against the tax.
SEC. 33. ERRONEQUS PAYMENTS CREDIT FOR OVERPAY..

MENTS.

{e) CrbbI® FoR OvirPA¥MENGS—For credit against
the tax of overpayments of taxes.imposed by: ¢his title for
other taxable years, see section 322,

{b) Fisear ¥Bah ENpiNG ¥ 1083—TFor eredit
egainst the tax of ameunts of tax paid for a fiseal yoor

beginning in 193 and ending in 1033; seo seetion 18-
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" Part IV—Accounting Periods and Methods of Accounting

SEC. 41. GENERAL RULE,

The net income shall be computed upon the basis of

- the' taxpayer’s annual éccounting period (fiscal year or

-~ calendar year, as the case may be) in accordance with the

method * of accounting regularly employed in keeping the
Books of such taxpayer; but if no such method of accounting

has been so employed, or if the method employed does not

* clearly reflect the income, the computation shall be made

in accordance with such method as in the opinion of the"
Commissioner does clearly reflect the income. If the tax-
payer’s annual accounting period is other than a fiscal year
as defined in section 48 or if the taxpayer has no annual
accounting period or does not keep books, the net income
shall be computed on the basis of the calendar year. (For
use of inventories, see section 22 (¢).):
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
réddived by the'taxpdyer, unless, under methods of gocount—'

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

properly accounted for as of a different period. In the case
" of the death of a tazpayer there shall be inoluded in compuling
* net income for the tazable period in which falls the date of
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ks ‘death! amounts accrued up to the date of his death it not
* otherwise properly includible in respect of such period or a
priot period. < | |

SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS
TAKEN,
" The deductions and credjts 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 account-

ing upbn the basis of which the net income is computed,

unless in order to clearly reflect the income the deductions -

-or credits should be taken as of a different period. In the
- case of the death of a taxpayer there shall be allowed as

deductions in computing net income for the tazable period in
which falls the date of his death, amounts accrued up to the

' date of his death if not otherwise properly allowable in -

respect of such period or a prior period.

" SEC. 4. INSTALLMENT BASIS.

(a) DEALERS IN PERSONAL PROPERTY.—Under regu-

lations prescribed by the Commissioner with the approval

“ of the Secretary, a person who regularly sells or otherwise
’ dispbses of personal property. on: the installment. plan may
' return as income therefrom in any taxable year that propor- -
““tion of the installment payments actually received in that
- year which the gross pfoﬁt realized or to be realized when -
- iiayméht is completed, bears to the total contraot price.
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48 .
- (b) BALEs oF REALTY AND CASUAL BALES OF PR~
SONALTY.—In the case (1) of a casua) sale or other cagual.
disposition of personal property (other than property of a.
kind which would properly be included in the inventory of

the taxpayer if ou hand at the close of the taxable year),

- for a price exceeding $1,000, or (2) of a sale or other dis-

position of real property, if in either case the initial pay--

ments do not exceed 40 por eentum of the selling priee

. 30 per centum of the sclling price (or, in case the sale or,
. other disposition was in a tazable year beginning prior to,.

January 1, 1934, the percentage of the selling price pre- .’
scribed in the law applicable to such year), tha income may,

- under regulations prescribed by the Commissioner with the. .

approval of the Secretary, be returned on the basis and in
the manner above prescribed in this section. As used in
this section the term  initial payments” means the pay-
ments received in cash or property other than evidences of

indebtedness of the purchaser during the taxable period in

~which the sale or other disposition is made.

(¢) CHANGE ¥ROM ACCRUAL TO INSTALLMENT

. Basis.—If a taxpayer-entitled to the benefits of subsection

(a) elects 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

received duting any such year on acoount of sales qr other
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dispositions of property made in any prior year shall not be

- excluded. : '

~» (d) GaIN or Loss UPON DISPOSITION OF INSTALI-

MENT OBLIGATIONS.—If an installment obligation is satis-

~ fied at other than its face value or distributed, transmitted,

- gold, 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 satisfaction at other than face value
or a sale or exchange—the amount realized, or (2) in case
of a distribution, transmission, or disposition otherwise than
by sale or exchange—the fair market value of the obligation
at the time of such distribution, transmission, or disposition.
The basis of the obligation shall be the excess of the. faco

value of the obligation over an amount equal to the income

“which would be returnable were the obligation satisfied in

full. This subsection shall not apply to.the transmission at
death of installment obligations if there is filed with the
Commissioner, at such time as he may by regulation pre-

scribe, & bond in such amount and with such sureties as he

‘may deem necessary, conditioned. upon the return as income,

by the person receiving any payment on such obligations, of

-the same proportion of such payment as would be returnable.
"as income by the deoedent if ho had lived and had received
such payment.

34196l -
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SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS,

In any case of two or more iredes or organmizations,
trades, or businesses (whether or not incorporated, whether
or not organized in the United §tates, and whether or not
affiliated) owned or controlled dire\ctly or indirectly by the
same interests, the Commissioner is authorizad to distribute,
apportion, or allocate gross income or deductions between or
among such tredes er organizations, trades, or businesses, if
he determines that such distribution, apportionment, or allo-
cation is necessary in order to prevent evasion of taxes or
clearly to reflect the income of any of such trades ex organi-
zations, trades, or businesses.

SEC. 46. CHANGE OF ACCOUNTING PERIOD,

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

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

(a) Rerurns For SHORT PERIOD RESULTING FROM
CHANGE OF AOCOUNTING PERIOD.—If & taxpayer, with
the aﬁproval of the Commissioner, changes the basis of com-

puting net income from fiscal year to calendar year a separate
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return shall be made for the period between the close of the
lnst fiscal year for which return was made and the following
December 31. If the change is from calendar year to
fiscal year, 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 fiscal year to another‘ﬁscal
year a separate return shall be made for the period between
the close of the former fiscal year and the date desiQnated as
the close of the new fiscal year.

(b) IncoMmr COMPUTED ON BASIS OF SHORT
PERIOD.—Where a separate return is made under sub-
section (a) on account of a change in the accounting period,
and in all other cases where a separate return is required
or permitted, by regulations prescribed by the Commis-
sioner with the approval of the Secretary, to be made for
a fractional part of a year, then the income shall be com-
puted on the basis of the period for which separate return
is made.

(¢) INncoME PLACED ON ANNUAL Basis—If a
separate return is made under subsection (a) on account
of a change in the accounting period, the net income, com-
puted on the basis of the period for which separate return
is made, shall be placéd on an annual basis by multiplyieg
the amount thereof by twelve and dividing by the ‘numbe;
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'nf months included in the period for which' the separate

refurn is made. The tax shall be such part of the tax
computed on such annual basis as the number of months
in such period is of twelve months.

(d) Cariwar N Gaing AND Lessps—EARNED

IncoME.—The Commissioner with the apyroval of the

Becretary shall by regulations prescribe the method of apply-

ing the provisions of subsections (b) and (c) (relating to
computing income on the basis of a short period, and- plac-
ing such income on an annual basis) to cases where the
taxpayer makes a separate return under subsection (a) on
account of a change in the accounting period, and it appears
that for the period for which the return is so made he has
derived o eapital net gain; or sustained o capital net loss;
or received earned income.

{e) REpUCTION OF CREDITS AGAINST NET IN-
coME.—In the case of a return made for a fructional part
of a:year, except a return made under subsection (a), on
account of a change in the accounting period, the personal
exemption and credit for dependents shall be reduced respec-
tively 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) OrosiNG OF TAXABLE YEAR IN Casg >0F JE()P;. |
arbY.—For closing of taxable year in case of jeopardy, see

»

section 146.
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SEC. 48. DEFINITIONS.

When used in this title—

(a) TAxABLE YEAR— Taxable year ”’ means the cal |
endar 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 inqludes, 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 the Commissioner

with the approval of the Secretary, the period for which such

* retwrn is made. The first texable year; to be ealled the

taxable year 1082; shell be the ealendar year 1033 or any

'(b) FiscAL Y®BAR— Fiscal year” means an
accounting period of twelve months ending on the last day
of any month other than December.

() Pam, INCURRED, AOCBUBD.—The terms “ paid
or incurred” and “paid or accrued ” shall be construed
according to the method. of accounting upon the basis of
which the net income is computed under this Part.

Part V—Returns and Payment of Tax
SEC. 51. INDIVIDUAL RETURNS.

(a) REQUIREMENT.—The following individuals shall

~ cach make under oath a return stating specifically the items

of his gross income and the deductions and credits allowed
under this title—
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(1) Every individual having a net income for
the taxable year of $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 $2,500 or over, if married and
living with husband or wife; and

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

(b) HusBanNp AND WrFE.—If a husband and wife
living together have an aggregate net income for the taxable
year of $2,500 or over, or an aggregate gross income for
such year of $5,000 or over—
(1) Each 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 in(;ome.

(c) PeesoNs UNpErR DisaBrurry.—If the taxpayer
is unable to make his own return, the return shall be made
by a duly authorized agent or by the guardian or other

person charged with the care of the person or property of

. such taxpayer.

(d) Fmucraries.—For returns to be made by fidu-
ciaries, see section 142,
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SEC. 52. CORPORATION RETURNS.
(a) ReQUIBEMENT.—Every corporation . subject to
taxation under this title shall make a return, stating specifi-

vcally the items of its gross income and 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
receivers, trustees in bankruptcy, or assignees are operating
the property or business of corporations, such receivers,
trustees, or assignees shall make returns for such corporations
in the same manner and form as corporations are required
to make returns, Any tax due on the basis of such returns
made by receivers, trustees, or assignees shall be collected in
the same manner as if collected from the corporations of
whose business or property they have custbdy and control.
(b) ConsorLpATED RETUBNS.—For provision as to

consolidated returns of affiliated corporations, see section

. 141,

SEC. 53. TIME AND PLACE FOR FILING RETURNS,
(2) TrMe Pop Frnvg.—

(1) GENERAL RULE.—Returrs made on the basis
of the calendar y.ear shall be made on or before the 15th
day of March following the close of the calendar year.
Returns made on the basis of a fiscal year shall be
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made on or before the 15th day of the third month

" following the close of the fiscal year.

(2) EXTENSION OF TIME.~—The Commissioner
may grant a reasonable extension of time for filing
returns, under such rules and regulations as he shall
prescribe with the approval of the Secretary. Except
in the case of taxpayers who are abroad, no such
extension shall be for more than six months.

(b) To WHOM RETURN MADE.—

(1) INprviDuALS.—Returns (other than cor-
poration returns) shall be made to the collector for
the district in which is located the legal residence or
principal place of business of the person making the
return, or, if he has no legal residence or principal place
of business in the United States, then to the collector at
Baltimore, Maryland.

(2) OorrPoRATIONS.—Returns of corporations
shall be made to the collector of the district in which is
located the principal place of business or principal office
or agency of the corporation, or, if it has no principal
place of business or principal office or agency in the
United States, then to ;he collector at Baltimore,
Maryland.
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SEC. 54. RECORDS AND SPECIAL RETURNS.

(a) BY TAxXpAYER.—Every person liable to any tax
impdsed by this title or for the collection thereof, shall keep
such records, i'ender under oath such statements; make such
returns, and comply with such rules and regulations, as the
Commissioner, with the approval of the Secretary, may from
time to time prescribe.

(b) To DrTerMINE LiaBIATY TO TAX.—Wheaever
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in the judgment of the Commissioner necessary he may

p—t
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require any person, by notice served upon him, to make a

[y
pt

return, render under oath such statements, or keep such

[
[ ]

records, as the Commissioner deems sufficient to show

[y
w

whether or not such person is liable to tax under this title.

(c¢) INroRMATION AT THE Source.—For require-

[y
[

ment of statements and returns by one person to assist in

e
R O

determining the tax liability of another person, see sections

147 to 150.

b pd
® 3

SEC. 55. PUBLICITY OF RETURNS.

et
- <

Returns made under this title shall be open to inspection

o
(=

in the same mauner, to the same extent, and subject to the

[ I
Pt

same provisions of law, including penalties, as retarns made
under Title II of the Revenue Act of 1926; and all returns
made under this Act after June 16; 49885 shall constitute
public records and shall be open to public examination and

o [
U] N

o
-
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inspection to such extent as shall be authorized in rules and
regulations promulgated by the President.
SEC. 56, PAYMENT OF TAX.

(a) TiME oF PaAYMENT.—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 basie of a fiscal year, then on
the fifteenth day of the third month following the close of
the fiscal yeer.

(b) INsTALLMENT PAYMENTS.—The taxpayer may
elect to pay the tax in four equal installrnents, in which case
the ﬁrst installment shall be paid on the date prescribed for
the payment of the tax by the taxpayer, the second install-
ment shall be paid on the fifteenth day of the third month,
the third instaliment on the fifteenth day of the sixth moath,
and the fourth installment on the fifteenth day of the ninth
month, after such date. If 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.

(¢) EXTENSION OF TIME FOR PAYMENT.—At the
request of the taxpayer, the Commissioner may extend the
time for payment of the amount determined as the tax hy
the taxpayer, or any installment thereof, for a period not to
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exceed six months from the date prescribed for the payment
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
axtension. |

(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 date prescribed
for its payment,

(e) ADVANCE PAYMENT IN CASE OF JROPARDY.—
For advance payment in case of jeopardy, see section 146.

(f) Tax WrTHHELD AT S0URCE.—For requirement
of withholding tax at the source in the case of nonresident
aliens and foreign corporations, and in the case of so-called
“ tax-free covenant bonds ”, see sections 143 and 144.

(g) FracTiONAL PARTS OF CENT.—In the payment
of any tax under this title a fractional part of a cent shall
be disregarded unless it amounts to one-half cent or more,
in which case it shall be increased to 1 cent.

(h) Rrcerprs.—Every collector to whom any pay-
ment of any income tax i3 made shall upon request give to
the person making such payment a full written or printed
receipt therefor. stating the amount paid and the pariieular
aceount for which such peyment woe mado; and whenover
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any dobior pays taxes on aceount of payments made or to be
made by him to separete erediters the eollector shall; i
requesied by sueh debior; give o separate receipt for the tax
paid on necount of each ereditor in sueh form that the debier
cah eonveniently produee sueh reeeipis separately te his sev-
eral creditors in satisfaciion of their respective demands up to
the amounte slaied in the receipie; and such reeeipt shall be
sutheient evidenee in favor of sueh debter to justify bhim in
withholding from his next payinent to his ereditor the amount
therein stateds but the erediter mey; upom giving to hie
debior o full writien receipt aeknowlodging the peyraent to
him of any sum sctuslly paid and aecopiing the ameount of
tax paid as nforesaid {specifying the same) ne o further
satisinetion of the debt to that amennt; require the surrender
to him of sueh eollector's receipte

SEC. 57. EXAMINATION OF RETURN AND DETERMINA-

* TION OF TAX.

As soon as practicable after the return is filed the Com-
missioner ghall 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 o
fraud in the nonpayment of tax or failure to file return
therefor, see Supplement M.
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(b) - For criminal penaities for nonpayment of tax or
failure to file return therefor, see section 145.

SEC. 59. 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, relatiug to interest and additions
to tax,

(c) Bupplement N, relating to claims against trans-
férees and fiduciaries.

(d) Supplement O, relating to overpayments.

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

All administrative, special, or stamp provisions of law,
including the law relating to the assessment of taxes, so far
as applicable, are Lereby 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.
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SEC. 63. TAXES IN LIEU OF TAXES UNDER 1038 1932 ACT.

The taxes imposed by this title shall be in lien of the
corresponding taxes imposed by the sertiens of the Revenue
Aeb of 1928 bearing the same numbers Revenue Act of 1932.
SEC. 64 SHORT TITLE.

This title may be cited as the “Income Tax Act of
1033 1934,
8EG: 6k EFFECTIVE DATE OF TITLE.

This title shall take effect a8 of January 1; 1032; exeept
on the ennetment of this Aet:

SUBTITLE C—SUPPLEMENTAL PROVISIONS

Supplement A—Rates of Tax
(Supplementary to Subtitle B, Part I

8EG, 105 GARITAL NET GAINS AND LOSSES.

{o) Tax B¢ CaBB oF Carivah NEP Gabne—In the
ease of any taxpeyer; other than a eorperatien; whe for eny
taxable year derives o eapital met gain {as hereinafter
defined in this peetion); there shall; at the eleetion of the
taxpayer; be levied; collected; and paid; in lien of ell other
taxen imposed by this title; o tax determined es follows:
A partinl tax shall first be eoinputed upen the basis of the
erdinary nel ineomne ot the rates and in the manner a8 it this
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seetion had not been ennoted and the tetel tax shall be this
amount plas 134 per oentum of the eopital not goin:

b} Fax 5% CasB o CAPiPsh NB® Loss—In the
ease of any taxpayer; other than o eorporation; whe for any
taxable year sustaing o eapitel net loss (a8 horeinafter defined
in this seetion); there shall be levied; eolloeted; and paid; in
Lieu of all other taxes impesed by this title; o tax determined
as folows: A partial tax shall first be eompuied upon the
basis of the erdinary nei ineome ab the raies and in the
manner a8 if this seetion had net been enneied; and the total
tax shell be this ameunt minus 134 per eentum of the eapital
net loss; but in ne ease shall the tax of o taxpayer whe has
susiained o eepital not lose be less than the tax eomputed
without regard to the provisions of this seetion:

+e} DrppurioNs—Fer the purpeses of this title—

{1} “Capiial goin? menns taxsblo guin from the
sale or exchange of ecapital assele eonsummated aftor

Deeember 81; 1031+

{3} “Ceapital loss~ means deduetible less result-
ing from the sale or exchange of eapital aseets:

a8 are allowed by seotion 23 for the purpese of eom-

puting nel ineome; ahd are preperly allocable to or

chargeabl aguinst copilal sesels sold or exchanged
daring the taaable yoar:
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{4) “Ordinary deduetions” means the deduetions
allowed by seetion 23 other than eapital losses and
eapital deduotions:

£6) “Capital net gain™ means the exeess of the
total amount of capital gain ever the sumn of {A) the
capitel deduesions and eapital losses; plus (B} the
ameunt; if eny; by which the erdinary deduetions
excoed the gross ineome eomputod without ineluding
eapital gains:

{8) “Copital net lose means the exeess of the
suth of the capital Jesses plus the eapitel deduetions
over the total amount of copitel gein: ’

{9 “Ordinary not ineome” imeans the net
incotne; computed in accordance with the provisions
of this title; after excluding all items of eapitel goin;
capital lose; and eepitel deduetions:
the taxpayer for more than two years {whether or not
connecied with his trade or business); but dees net
inelude stoek in trade of the taxpeyer or other property
of a kind which would preperly be included in the
inventory of the taxpoyer if on hond ot the close of
the laxable year; or property held by the iaxpayer
primanily for sale in the eourse of his trade o7 business:
For the purposes of this definition— |
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{A} In dotormining the poriod for which the
taxpayer has held preporty reecived on an ex-
ehange there shall be ineluded the period for which
ho held the preperty enchanged; if under the pro-
visions of sootion 113; the property received has;
for the purpese of detormining gain or loss from o
sale or exchange; the same basis in whele or in
pest in his hands as tho property exehanged:

{B) In determining the peried for which the
taxpayer has held property howover aequired theve

shall be included the period for which such prop-

erty wao held by any ether pereon; if under the
provisions of seetion 113; sueh property hus; for
the purpese of determining gain or lose from o sale
or oxchange; the same basis in whele er in past
in his bands as it weuld have in the hends of such

{6} In determining the period for which the
taxpoyer hae held stoek or seeuritios reccived upon

o disiribution where no gaist is recognised 4o

the disiributee under MY SN O dbe $45
{g) of this Aet or tho Revenuo Av of 1098; thare
shall be included the period for whish he held the
MG’ . iﬂ‘kﬁrlﬂ l. . ) ot

- J. 419561—B



9
to
i

13
14
15
16
17
18
19

20

2,

8

64

prioe 40 the reveipt of the sloek or souritios upan

1B} n determining the period for whieh the
taxpayer has held sioek or peourition the aoquisitien
of whieh {or the eontract or apticn to eequire
which) resulied in the nendeduetibility -{under
seetion 118 of this Aei or the Revenue Aet of
1098; relating to weash sales) of the loss from the
salo or other dispesitien of subsiantially identicel
siock or securities; there shall be ineluded the
period for which he held the steck or scouritios the
loas from the sale er other dispesition of which wes
not deduetible:

{4} Cettnerion AND PA¥MiNT oF TaX—The totel
tax doterinined under subseetion {a)} er (b} shall be eel-
leeted and paid in the same manner; ot the same ime; and
subjeet (o the same provisions of law; ineluding penaliics; 0s
other taxes aader this title:

SEG, 163, SALE OF MINKS AND Ok OR CAS WELLS.

{0} In the case of & bona fide sele of mines; oil or gas
wetlpy, o apy inieroel therein; whore the prineipal value of
the propenty hao been demonsiraied by prespeciing e
exploration pnd dissovery work deno by the taxpayer; he

‘portion of the tax imposed by sertion 19 of this ide ciirb-
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uteble to such sale shall not exceed 16 per eontum of the

selling price of suel property or interest:
{b) ¥or limitation t0 13} per eentum mie of tam;
800 seekion %0k
SBC. 168 101. EXEMPTIONS FROM TAX ON CORPORATIONS,
The following organizations shall be exempt from
taxation under this title—

(1) Labor, agricultural, or horticultural organi-
zations

(2) Mutual savings banks net having a capital
stock represented by shares;

(8) Fraternal beneficiary societies, orderé, or
associations, (A) operating under the lodge system or
for the exclusive benefit of the members of a fraternity
itself operating under the lodge system; and. (B) pro-.

~ viding for the paymeat of life, sick, aecident, or othar:
beaefits to the mmbers of such. society, order, or
asgociation or. their dependents; - |

(4) Dowestie building and loan associations sub-
stantially all the business of which i confined to mak-.-
ing loans to members; anft #0Ptativé’ tildH Withohb:
capital stock  organized . and operated . for mutual:

- purposes and without profit; - - -

(5) Cemetery companies.owned and operated:.

exclusively for the benefit of their members:or which:



€ @ I D O e W D e

| T T O T S Sy Wy
2 & & kN = O

18
19

20

are not operaied for profit; and any corporation char-
tered solely for burial purposes as a cemetery corpord:
tion and not permitted by its charter to engage in any
business not necessarily incident to that purpose, nd

* part of the net 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 educa-
tional purposes, or for the prevention of cruelty to
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or 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 shareholder or individual;

(8) Civic leagues or organizations not organized
for profit but operated exclusively for the promotion of
social welfare, or local associations of employees, the

21 7 shedtBetship ‘Y1 Which is limited to the employees of o

- designated person or persons in a particular munici-

pality, and the met earnings of which are devoted

. exclusively to charitable. educational, or recreational
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(9) Clubs organized and operated exclusively for

pleasure, recreation, and other nonprofitable purposes,

‘no part of the net eamnings of which inures to the
*benefit of any private shareholder;

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

(11) Farmers’ or other mutual hail, cyclone,
casualty, or fire insurance companies or association:
(including interinsurers and reciprocal underwriters)
the income of which is used or held for the purpose of
paying losses or expenses; 2

(12) . Farmers’, fruit growers’, or like assopip-
tions organized and operated on a cooperative bysis
(a) for the purpose of marketing the pmdu;zu of mem-
bers or other producers, and turning back to them the
prooceeds of sales, less the necessary marketing expenses,
on the basis of either the guantity or,the. value of the

L Pmducts furnished by them, or (b) for the purpose of

purchasing supplies and equipment for the use of mem-
bqrg or other persons, and turning over such supplies

.
]
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and equipment to them at actual cost, plus necessary
expenses. Exemption shall not be denied any such
association because it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal rate
of interest in the State of incorporation or 8 per centum
per annum, whichever is greater, on the value of the
consideration for which the stock was issued, and if
substantially all such stock (other than nonvoting
preferred stock, the owners of which are not entitled
or permitted to participate, directly or indirectly, in
the profits of the association, upon dissolution or other-
wise, beyond the fixed dividends) is owned by pro-
ducers who market their products or purchase their
supplies and equipment through the association; nor
shall exemption he denied any such association hecause
there is accumulated and maintained by it a reserve
required by State law or ‘a reasonable reserve for any
necessary purpose. Such an association may market
the products of nonmembers in an amount the value

of which does not exceed the value of the products

matketed for myinbers, and may purchase supplies and

equipment for nonmembers in an amount the valué of
which does not excced the value of the supplies and
equipment purchased for members, provided the value

of the purchases made for persons who are neither
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members nor produoeré does not exceed 15 per centum
of the value of all its purchases;
(13) Corporations organized by an association
exempt under the provisions of paragraph (12), or
members thereof, for the purpose of financing the

ordinary crop operations of such members or other pro-

- ducers, and operated in conjunction with such associa-

tion. Exemption shall not be denied any such corpora-
tion because it has capital stock, if the dividend rate
of such stock is fixed at not to exceed the legal rate
of interest in the State of incorporation or 8 per centam
per annum, whichever is greater, on the value of the
consideration for which the stock was issued, and if
substantially all such stock (other than nonvoting pre-
ferred stock, the owners of which are not entitled or
permitted to participate, directly or indirectly, in the
profits of the corporation, upon dissolution or other-
wise, beyond the fixed dividends) is owned by such
association, or members thereof; nor shall exemption
be denied any such corporation because there is accu-
mulated and maintained by.it a reserye required: by
State law or a reasonable reserve for any necessary
purpose;

(14) Corporations organized for the exclusive par-

pose of holding title to property, collecting income
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therefrom, and turning over the entire amount thereof,
less expenses, to an organization which itself is exempt
from the tax imposed by this title;
eintions; and Federal intermedinte eredit banks; as pre-
vided in the Federal Farin Loan Aet; 08 amended;

(15) Corporations organized under Act of Con-
gress, if such corporations are instrumentalities of the
United Staltes and if, under such Act, as amended and
supplemented, such corporations are exempt from
Federal income taves;

(1€) Voluntary employees’ beneficiary associg-
tions providing for tile payment of life, sick, accident,

|
or other beuefits to the members of such association qr

. their dependeuts, if (A) no part of their net earnings

inures (other than through such payments) to the beng-
fit of any private shareholder or individual, and (B)
85 per centum or more of the income consists of
amounts collected from members for the sole purpode
of making such payments and meeting expenses;
 (17) Teachers’ retirement fund associations of‘}a
purely local character, if (A) no part of their net earn

ings inures (other than through payment of retirement

benefits) to the benefit of any private shareholder or

- individual, and (B) the income consists solely of

amounts received from public taxation, amounts
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1 received from assessments upon the teaching salaries: of
2 . members, and income in respect of investments.

3 “SEC. 10Z. TAX ON PERSONAL HOLDING COMPANIES.

4 (a) Tax oN PErsoNAL HoLDING COMPANY.—In
5 addition to the tax imposed by section 13, there shall -be
6 levied, collected, and paid, for each taxable year, upor the
7 undistributed adjusted net income of every personal holding
8 company a taz of 35 per centum thereof. Such tazx shall be
9 compuled, collected, and paid in the same manner and subject
10 to the same provisions of law (including penalties) as the

11  taz imposed by section 13.

12 (b) DEFINITIONS.—AS used in this section,—

13 - (1) The term “ persunal holding company”
14 means any corporation (other thun a banking or insur-
15 ance corporation) if—(A) at least 80 per centum of
16 us gross income for the taxable year is derived from
17 rents, royalties, ditidends, interest, annuilies, and (ez-
18 cept in the case of regular dealers in stock or securities)
19 gains from the sale of stock or securitics, and (B) at
20 any time during the last half of the taxable year more
21 than 50 per centum in value'of its outstunding stock i
22 owned, directly or indirectlly, by or for not more than
23 five individuals.  For the purpose of determining the
24 vwnership of stock i a personal holding company—
25 ((') stock owned, divectly or indirectly, by a corpore-
26 tion, partuership, estate, or trust shall be con-
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sidered as being owmed proportionately by its shave-
holders, pariners, or beneficiaries; (D) an individual
shall be considered as ouning, to the exclusion of any
other individual, the stock owned, direclly or indirectly,
by his family, and this rule shall be applied in such
manner as to produce the smallest possible number of
individuals owning, directly or indirectly, more than 50
per centum in value of the outstanding stock; and (E)
the family of an individual shall include only his
brothers and sisters (whether by the whole or half
blood), spouse, ancestors, and lineal descendants.
For the purpose of dause (1) of this paragraph the
term ** grosc income " includes the amount of interest
upon obligations of the United States issued  after
September 1, 1917, which would be subject to tar m
whole or in part in the hands of an indicidual mener.
(2) The term * undistributed adjusted net tin-
come " means the adjusted net income minus the sum of :
(A) 10 per centum of the adjusted mnet
income; and
(B) Dividends paid during the tazable year.
(8) The term “ adjusted mel income” means the
sum of :
(A) The net income determined without re-

gard to the provisions of this section;
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{B) The amouni of the dividend deduction
allvwed under section 23(p); and

(C) The amount of interest upon obligations
of the United States iseued after September 1,
1917, which would be subject o tax in whole or
in part in the handa of an individual ouner;

minus the sum of :

(D) Federal income, war-profits, and ex-
cess-profils tuzes paid or accrued, but not includ-
ing the taz imposed by this section;

(E) Contributions or gifts, not otherwise
allowed as a deductivn, to or for the use of donees
described in scetion 23(0) for the purposcs therein
specified; and

(F) Losses from sales or exchanges of capi-
tal assels which are disallowed as a deduction hy
section 117(d).

BEG: 106 AGCUMULATION OF SURBLUS TO EVADE INTER-
NAL-REVENUE TAXKES.

{o} H eny eorpomtion; however ereated or orgumsed;
is formed or uvatled of for the purpose of preventmg the
suposton of sy Hiermnlrevende tax upon #9 shareholders
through the taedinin of perinitting 16 goins and prefie to
sevitiote inntond of being divided or disiributed; there shall
be levied; colieeted; and peid for ewch tannble year upon
the net invome of such eorporation @ fax equal to 659 por
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eentumn of the amount thereel; which shall be in additien
to the tax imposed by sectien 13 and shall be eemputed;
ecllected; and paid upen the same baais and in the same man-
ner ahd subjeet to the sewne previsions of low; ineluding
penaltics; a8 that tad:
SEC. 103. TAX ON OTHER CORPORATIONS IMPROPERLY ACCU.-
MULATING SURPLUS.

(a) In addition to the lax imposed by section 13, there
shall be levied, collected, and paid for each tazable year upon
the net incume of every corpuration (other than a personal
holding company as defined in seclion 102) a taz equal to
25 per centum of the amounl thereof, if such corporatwn,
however created or vrganized, 8 formed or avaided of for the
purpose of preventing the impusition of the surtar upon us
sharcholders or the shareholders of any other corporatwn,
through the medium of permitting yuins und projits to accu-
mulate instead of being divided or dwshributed. Such tax
shall be compuled, collected, und puid in the sume manner
and subject to the same provwins of law (imcluding
penalties) as the tax imposd by section 13.

(b) The fact that any corporation is 8 were holding
or invesuuent compuny, or that the guius or profits are per-
mitted to accunulate beyond the reasouable needs of the
busitiess, shall be pruua facie evidence of 8 purpose o eseupe
ey ihvernal-revente X gvoid surias. |
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. {0} As used in this section the ierm et ineeme 2
means the net ineome a8 defined in section 31, inereased by
the sum of the ameunt of the dividend deduction allowed
under seotion 33(p) ond the amount of the interest on
obligations of the United Biates issued aftor Beplember 1;
1017 whieh would be subjeet to tax in whele or in part
in the hands of ap individual ewner
(c) As used in this section, the term ‘“‘net income”
means the net income as defined in section 21, increased by
the sum of :
(1) the amount of the dividend deduction allowed
under section 23(p), and
(2) the amount of the interest on obligations of
the Unued Stales wssued after Seplember 1, 1917,
which would be subject to taz in whole or in part
in the hands of an indiwidual owner;
but diminished by ihe amount of dividends paid during
the tazable year.
{4} The tax impesed by this scetien shall not epply
i oll the shareholders of dho eorpermiion inelude ot the
tine of Rling thetr resdrns) 0 thetr grose meome ther
entire distributive shares; whothor disirtbuted or net; of
the net incowne of the eorporeion for such year: Any
aiount so included in the grows imeome of o shareholder
ehall be treatod a0 @ dividend received: Any subsequent

. diswribution made by she eorperativn eut of the eamings or
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protie for sueh tusablo yoar shall, if disieibuted to any

shareholder who heo se ineladed in his grows ineeme Lis

distributive sharo; be exempt from tax in the ameunt of

the share so ineluded:

SEC. 104. TAX ON CITIZENS AND CORPORATIONS OF CERTAIN
FOREIGN COUNTRIES.

Whenever the President fiuds that, under the laws of
any foreign country, citicens or corporations of the United
States are being subjected to discrinunatory tares, the Presw
dent shall 20 proclam and cach citizen or corporation of
such forcign country shall be subject, for the tarable year
during which such proclamation s made, and for each
larable year thereafter, (o an additional income tar equal to
50 per centumn of the twome e otherwise inposed upon
such ciizen or corporation by tus tile. Such additional
income lar shall be compuled, collected, and paid in
the sume manner and subject to the same provisions of law
(including penaltics) as the tuses inposed by sechions 11,
12, und 13 upen such cbizen or corporaiwn.  Whenever
the President finds that the laws of any foreign cvuntiy
wikh resprect W whidike Prowed las made a pruciwz.uuwu
wider the preceding procisins of tas section have boen modi-
fied 0 that discriminalory luwes applicubie W cilizens and
corpurativns of the United Staies have been removed, he shall
so procluin, and the provisions of this sectivn levying an

addidivnal incvme tar shall not apply to any citizen or corpo-
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ration of such foreign country with respect to any tacable
year beginning after such proclamation i3 made.
SEC. 106 TAXABLE PERIOD EMBRACING ¥YRARS WiTH
DIFFERENT LAWS.

H it i8 nevessary to vompuie she tax for o poried begin-
ning in one calendar your (hereinafter in this secticn eolled
“Grt cnlendar yoar’) and onding it the following calendar
your {hereinafier in this soution ealled “sowond ecalondwr
year~} and the law applieable to the second talendoe yeur
i different from the law epplicable to the first calendur year:
then the thg under this title for the period cnding duting the
povvid ealonder your shull bo in the sum oft {3} the vame
proposion of & ik for the ensire poried; deterndned undor
the law applicable to the firsd enlondnr your and b the retes
the firvh calendar yeur 18 of the emiire poriod: and (3 the
sedtie proportion of o tax for the eniire poried; detertnined
under the lnw apphivable to the sevond calendar yoor and ob
the putes for such yeor; which the portion of suoh peried
futling within the seeund ealotdur Yeur i of thy emtire period:

Supplement B—Computation of Net Income
[Supplewentary to Subtitie B, Part 1]
SEC. 111. DETERMINATION OF AMOUNT OF, AND RECOG-
NITION OF, GAIN OR LOSS,

(a) CoMPUTATION OF GAIN OR Loss.—Jacept ss

hereinafter provided in this section; the The gain from the
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sale of other disposition of property shall be the exoess of the
amount realized therefrom over the adjusted basis provided in
section 113 (b) for determining gain, and the loss shall be
the excess of sueh the adjusted basis provided in such section
for determining loss over the amount realized.

(b) AMOUNT REALIZED.—The amount realized from
the sale or other disposition of property shall be the .sum of
any money received plus the fair market value of the
property (other than money) received.

(¢) REcoeN1TION OF GAIN OB Loss.—In the case of
2 sale or exchange, the extent to which (he gain or loss
determined under this section shall be recogunized for the
purposes of this title, shall be determiued under the provi-
sions of section 112,

(d) INSTALLMENT BALES.—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
representing gain or profit in the year in which such pay-
ment is received.

SBC. 138 RECOGNPIION OF GAIN OR LOSS.

(a) GeENEBAL RULE.~-Upon the sale or exchange of
property the entire amount of the gain or loss, deterwined
under section 111, shall be recognized, except as hereinafter
provided in this section.
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(b) Exonanees SoLeLY IN KIND.—

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

(2) STUCK POR STOCK OF BAME CORPURA-
TION.—No gain or loss shall be recognized if common
stock in a corporation is exchanged solely for common
stock in the same corporation, or if preferred stock in a
corporation i8 exchanged solely for preferred stock in
the same corporation.

(3) STOCK FOR STOCK ON REORGANIZATION.—-
No gain or loss shall be recognized if stock or securi-
tics in & corporation a party to a reorgarization are, in
pursuance of the plan of reorganization, exchanged
solely for stock or securities in such corporation or in
another corporation a party to the reorganization.

(4) SAME—QAIN OF CORPORATION.—No gain

or loss shall be recognized if a corporation a party to a

J.41951—6
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reorganization exchanges property, in pursuance of tho
plan of reorganization, solely for stock or securities 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 transferred to a corporation by une or more
persons solely in exchange for stock or securities in such
corporation. and immediately after the exchange such
person or persons are in control of the corporation; but
in the case of an exchsnge by two or mcre persons this
paragraph shail apply only if the amount of the stock
and securities received by each is substantially in pro-
portion to his interest in the property prior to the
exchange.
(e¢) GAIN FrOM EXCHANGES NOT SOLELY IN KIND.—

(1) If an exchange would be within the provi-
sions of subsection (b) (1), (2), (3), or (5) of this
section if it were not for the fact that the property
received in exchange consists not only of property per-
witted by such paragraph to be received without the
recogpition of gain, but also of other property or money,
then the gain, if any, to the recipient shall be recog-
nized, but in an amount not in excess of the sum of such

mouey and the fair market value of such other property.
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1 (2) If a distribution made in pursuance of a plan
2 of reorganization is within the provisions of paragraph
3 (1) of this subsection but has the effect of the distri-
4 bution of a taxable dividend, then there shall be taxed
5 as a dividend to each distributee such an amount of
6 the gain recognized under paragraph (1) as is not in
7 excess of his ratable share of the undistributed earnings
8 and profits of the corporation aeeumulated after Feb-
9 ruary 38; 1043. The remainder, if any, of the gain
10 recognized under paragraph (1) shall be taxed as a
11 gain from the exchange of property.
12 (d) SAME—GAIN OF CORPORATION.—If an ex-
13 change would be within the provisious of subsection (b)
14 (4) of thissection if it were not for the fact that the property
15 received in exchange consists not only of stock or securities
16 permitted by such paragraph to be received without the
17 recognition of gain, but also of other property or money,
18 then—
19 (1) If the corporation receiving such other prop-
20 erty or money distributes it in pursuance of the plan
21 of reorganization, no gain to the corporation shall be
22 recognized from the exchange, but
23 (2) If the corporation receiving such other prop-
24 erty or money does not distribute it in pursuance of the
%5 plan of reorganization, the gain, if any, to the corpors-

/
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tion shall he recognized. but in an amount not in excess

of the sum of such money and the fair market value of

such other property so received, which is not so
distributed.

(e) Loss rrom ExcCHANGES NOT SOLELY 1IN
Kinp.—If an exchange would be within the provisions of
subsection (b) (1) to (5), inclusive, of this section if it
were not for the fact that the property received in exchange
consists not only of property permitted by such paragraph
to be received withont the recognition of gain or loss, but
also of other property or money, then no loss from the
exchange shall be recognized.

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

{2} DiseniBtaioN OF BFocK oN RBORGANIZA-
sroN—7 there i distributed; it pursunnee of o plan of
reorganization; to & shurcholder i o corporation o party to
the reorgamimtion; stoek of seeditties in such eerperatior
or in enother eorporatioR o party to the reergenigetion;
without the surrender by sueh shareholder of stock or seeuri-
ties in such o corporntion; Ho gain to the distributee from
the reeeipt of sueh stoek or seeurities shall be recognized:

1) Saxi—Errsc? o8 Eupond DIsTRIBUTIONS—
The distribution; n pursushee of o plen of reorganisation;
by or on behnlf of & corporation & party to the reorganise-
tion; of Hoe stock or seeuritics of stock oF seeurities i & eor-
poration 8 purty to the reorganisation; ¥ ne gein te the
distrtbutee from the reeeipt of sueh stock or seeurities wae
reeognized by low; shall rot be considered o distribution
of earnings or profits within the meaning of seetion 15-{b}
for the purpose of determining the taxability of subsoquent.
Jistributions by the on

4} (g) DEFINITION OF REORGANIZATION.—--As used
in this section and seetions 113 and Hb section 113—

(1) The term “reorganization” means (A) a

merger or consolidation {inclading the aeqiisition by

\

’
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one corporation of ot least a majority of the voiing

stoek and at least o muojerity of the tetal number of

shares of all other elasses of stoek of another eorpora-
tion; or substantially all the propersies of unother eorpe-

mion}, or (B) a transfer by a corporation of all or a

part of its assets to another corporation if immediately

after the transfer the transferor or its stockholders or
both are in control of the corporation to which the

assets are trausferred, or () 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”
includes a corporation resulting from a reorganization
.trd ineludes both eorporntions in the ease of an wequiv-
tier by one eorporation of at least o majority of the
voting stoek and eb least & majority of the total num-
ber of shares of JH other elasses of stoek of anether
eorporation.

4} (k) DEFINITION OF CONTROL.—AS used in this
section the term “ control "’ means the ownership of at least
80 per centum of the voting stock and at least 80 per centum
of the total number of shares of ull other classes of stock of
the corporation.

4k} (1) FomreieN CoRPORATIONS.—In determining

the extent to which gain shall be recognized in the case of
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1 any of the exchanges er distribusions (made after the date of
2 the enactment of this Act) described in subsection (b) (3),
3 (4), or (5), or described in so much of subsection (c) as
4 refers to subsection (b) (3) or (5), or described in subsec-
5 tion (d) er4g}, a foreign corporation shall not be considered
6 as a corporation unless, prior to such exchange or distribu-
7 4on, it has been established to the satisfuction of the Com-
8 missioner that such exchange or distribution i8 not in pursu-
9 auce of a plan having us one of its principal purposes the
10 avoidance of Federal income tuxes.
11 SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR
12 L0ss.
13 (a) Basis (UNADJUSTED) OF PROPERTY.—The basis
14  of property shall be the cost of such property; except that—
15 (1) INVENTORY VALUE.—If the property should
16 have been included in the last inventory, the basis shall
17 be the last inventory value thereof.
18 (2) GIFTSs AFTER DECEMBER 31, 1920.—If the
19 property was acquired by gift after December 31,
20 1920, the basis shall be the same as it would be in
21 the hands of the donor or the last preceding owner by
22 whom it was not acquired by gift, cxcept that for the
23 purpose of determining loss the basis shall be the basis
24 30 determined or the fair market value of the property
25 at the time of the qift, whichever i3 lower. 1If the facts
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necessary to determine sueh basis the basis in the hauds
of the donor or the last preceding owner 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 in the hands of such donor or last preceding
owner shall be the fair market value of such property
as found by the Commissioner as of the date or approx-
imate date at which, according to tle best information
that the Commissioner is able to obtain, such property
was acquired by such donor or last preceding owner.

(3) TRANSKER IN TRUST AFTER DECEMBER 31,
1920.—If the property was acquired after December
31, 1920, by a transfer in trust (other than by a
transfer in trust by a bequest or devise) the basis shall
be the same as it would be in the hands of the grantor,
increased in the amount of gain or decreased in the
amount of loss recognized to the grantor upon such
transfer under the law applicable to the year in which
the transfer was made.

(4) GIFT OR TRANSFER IN TRUST BEFORE
JANUARY 1, 1921.—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
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at the time of such acquisition. The provisions of this
poragraph shell epply t0 the aequisition of sueh
property interests a8 are specified in seetion 403{e}) of
&emgé%whm%d
mmmawy«mmm&%
treloting to property passing under power of appoint-
nient) regurdless of the time of aequisition:

(5) PROPERTY TRANSMITTED AT DEATH.—H
personal property woe sequired by specifie bequest; or
i read proporty was scquired by gewomd or speciie
value of the preperty et the time of the death of the
decedont: H the preperty wes ecquired by the
decedent's estate fromn the decedent; the basis in the
hends of the esiate shall be the fair market value of
the property ot the thne of the denth of the decedent:
In ell other cases if the property wes 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: If the property was acquired by be-
quest, devise, or inheriunce, the basis shall be the fair
market value of such property at the time of such
acquisition. 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
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grantor at all times prior to his death to revoke the
trust, the basis of such property in the hands of the
persous etitled under the terms of the trust instrument
to the property after the grautor's death shall, after
such death, be the same as if the trust instrument had
been a will executed on the day of the granor’s death,
For the purpuse of this paragraph property passing
without full und adequate consideration under a genceral
power of uppointment caercised by will shall be deemed
to be property pussing from the individudl crercising
such power by bequest or devise.

(6) TAX-FREE EXCHANGLES GENERALLY.—If the
property was weqtired acquiced. ajter Fohruary 28,
1913, npon an exchauge deseribed in section 112 (b)
to (e). inclusive, the hasis <hall be the same as in
the case of the property exchunged, decreased n the
amount of any money received by the taxpayer and
increased in the amouut of gain or decreased in the

amount of loss to the taxpaver that was recognized

" upon such exchange under the law applicable to the

year in which the exchange was made. 1f the property
so acquired consisted in part of the type of property
permitted by section 112 (b) to be received without
the recognition of gain or loss, and in pari of other
property, the basis provided in this parugraph shall be

allocated between the properties (other than money)
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received, and for the purpose of the allocation there
shall be assigned to such other property an amount
equivalent to its fuir market value at the date of the
exchange. This paragruph shall not apply to property
acquired by a corporation by the issuance of its stock
or securities as the consideration in whole or in part
for the trausfer of the property to it.

(7) TRANSFERS TO CORPORATION WHEKRE OON-
TROL OF PROPERTY KEMAINS IN S8AME PERSONS.—If
the property was acquired after December 31, 1917,
by a corporation in counection with a reorganization,
and immediately after the transfer an interest or control
in such property of 50 per centum or more remained
in the same persons or any of lh("lll, then the hasis shall
be the sume as it would be in the hands of the traus-
feror, increased in the amount of gain or decreased in
tbke amount of loss recoguized to the trunsferor upon
such transfer under the law npplicabl(; 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 acquired by the issuance of stock or securities of
the transferee as the consideration in whole or in part

for the transfer,



et

C & =9 S Ot e W W

10
1
12
13
14

16
17
18
19
20
21
22
23
24

92
(8) PROPERTY ACQUIRED BY ISSUANCE OF
STOCK OB AS PAID-IN SURPLUS.—If the property was
acquired after December 31, 1920, by a corporation—
(A) by the issuance of its stock or securities
in counection with a transaction described in sec-
tion 112(b) (5) (including, also, cuses where
part of the counsideration for the trausfer of such
property to the corporation was property or
mouney, in addition to such stock or securities), or
(B) as paid-in surplus or as a contribution
to capital,
then the basis shall be the same as it would be in the
hauds of the transferor, increased in the amount of gain
or decreased in the amount of loss recognized to the
transferor upon suci transfer under the law applicable
to the yeat in which the trausfer was wade.
consints of stock or securities distributed after Docem-
ber 31 103 t6 & taxpryer i connceton with o
the easc of the stock in respeet of which the distrbu-
tion was made shall be apportioned; nnder rules and
approvel of the Seeretary; betweon such stock and the
stoek or seeuritice distributed:
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46} (9) INVOLUNTARY CONVERSION.—If the
property wus acyuired acquired, after February 28,
1913, as the result of a compulsory or involuntary
convension deseribed in section 112 (f), the basis shall
be the sawe as in the case of the property so con-
verted, decreased in the amount of any mouey received
by the taxpayer which was not expended in accordance
with the provisions of law (applicable to the year in
which such conversion was wade) determining the tax-
able status of the gain or loss upon such conversion,
and increased in the amount of guin or decreased in
the amount of loss to the taxpayer recoguized upon
such conversion under the law applicable to the year
in which such conversion was made.

4 (10) WAsH 8ALES OF s1ucK.—If the prop-
erty cousists of stock or securitics the acquisition of
which (or the contract or option to acquire which)
resulted in the nondeductibility (under section 118
of this Act or corresponding provisions of prior income
tax laws, relating to wash sales) of the loss from the
sale or other disposition of substantially identical stock
or securities, then the basis shall be the basis of the
stock or securities so sold or disposed of, increased or

decreased, as the case may be, by the difference, if any,

between the price at which the property was acquired
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and the price at which such substantially identical
stock or securities were sold or otherwise disposed of.

{42} (11) PROPERTY ACQUIRED DURING AFFIL-
IATION.—In the case of property acquired by a corpo-
ration, during a period of affiliation, from a corporation
with which it was affiliated, the basis of such property,
after such period of afliliation, shall be determined, in
accordance with regulations preseribe¢ by the Com-
wissioner with the approval of the Secretary, without
regard to inter-company transactions in respect of
which gain or loss was not recognized. For the pur-
poses of this paragraph, the term * period of affiliation ”
means the period during which such corporations were
affiliated (determined in accordance with the law ap-
plicable thereto) but does not include any taxable year
beginning on or after January 1, 1922, unless a con-
solidated 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 ycar 1929 or any subsequent taxable year, in
respect of which a consolidated return is made by such
corporation uuder section 141 of this Act or the Rev-
enue Act of 1928 or the Revenue Act of 1932, shall be
determined in accordance with regulations prescribed
under section 141 (b) of this Act or the Revenue Act
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I of 1928 or the Revenue Act of 1932. 'The basis in
2 the case of property held by a corporation during any
3 period, in the taxable year 1929 or any subsequent
4 taxable year, in respect of which a consolidated return
5 18 made by such corporation under section 141 of this
6 Act or the Revenue Act of 1928 or the Revenue Act of
7 1932, shall be adjusted in respect of any items relating
8 to such period, in accordance with regulations pre-
9 scribed under section 141(b) of this Act or the
10 Revenue Act of 1928 or the Revenue Act of 1932,
11 applicable to such period.
12 (12) If the property was acquircd, fter Febru-
13 ary 28, 1913, in any tarable year beginning prior to

14 January 1, 1934, and the basis thereof, for the pur-
15 poses of the Revenue Act of 1932 was prescribed by

16 section 113(a) (6), (7), or (9) of such Act, then for
17 the purpuses of this Act the basis shall be the same as the
18 basis therein prescribed in the Revenue Act of 1932.

19 (+3) If the property was acquired, after Febru-
20 ary 28, 1913, by a partnership and the busis is not
2] otherwise determined under any of the paragraphs (1)
22 to (12), inclusive, of this subsection, then the busis shall
23 be the same as it would be in the hands of the transferor,
24 increased in the amount of gain or decreased in the
25 amount of loss recognized to the transferor upon such
20 transfer under the law applicable to the year n which

IR S
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the transfer was made. If the property was distributed
in kind by a purinership to any pariner, the basis of
such property in the hunds of the partner shall be such
part of the basis in his hands of his parinership interest
as 13 properly allocable to such property.

38} (14) PROPERTY ACQUIRED BEFORE MARCH
1, 1913.—In the case of property acquired before
March 1, 1913, if the basis otherwise determined under
this subscction, adjusted (for the period prior to
March 1, 1912) as provided in subsection (b), is
less than the fair market value of the property as of
March 1, 1913, then the basis for determining gain shall
be such fair markei value. In determining the fair
market value of stock in a corporation as of March 1,
1913, due regard shall be given to the fair market value
of the assets of the corporation as of that date.
(b) ApyustED BAsis.—The adjusted basis for deter-

mining the gain or loss from the sale or other disposition of

property, whenever acquired, shall be the basis determined

20 under subsection (a), adjusted as hereinafter provided.

21
22
22
4
25

(1) GENERAL RULE.—Proper adjustment in
respect of the property skall in all cases be made—

(A) for expenditures, receipts, losses, or

other items, properly chargeable to capital account,

including taxes and other carrying charges on unim-
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proved and unproductive real property, but no
such adjustment shall be made for taxes or other
carrying charges for which deductions have been
taken by the taxpayer in determining net income
for the taxable yesr or prior taxable years;

(B) in respect of any period since February
28, 1913, for exhaustion, wear and tear, obso-
lescence, amortization, and depletion, to the extent
allowed (but not less than the amount allowable)
under this Act or prior income tax laws. Where
for any taxable year prior to the taxable year 1932
the depletion allowance was based on discovery
value or a perceniage of income, then the adjust-
ment for depletion for such year shail be based on
the depletion which would have been allowable
for such year if computed without reference to
discovery value or a percentage of income;

(C) in respect of any period prior to March
1, 1913, for exhaustion, wear and tear, obsoles-
cence, amortization, and depletion, to the exteni
sustained ;

(D) in the case of stock (to the extent not
provided for in the foregoing subparagraphs) for
the amount of distributions previously made

which, under the law applicable to the year in

J. 41951—1



S ® =3 & O B B N -

> DO D bt b ed ek b b et ek s b

98
which the distribution was made, either were tax-
free or were applicable in reduction of basis (not
including distributions made by a corporation,
which was classified as a personal service oor-
poration under the provisions of the Revenue Aot
of 1918 or 1921, out of its earnings or profits
which were taxable in accordance with the provi-

sions of section 218 of the Revenue Act of 1918

or 1921).

(2) SBussmiTuTED BASIS.—The torm * substi-
tuted basis "’ as used in this subsection means a basis
determived under any provision of subsection (a) of
this section or under any corresponding provision of a
prior income tax law, providing that the basis shall be
determined—

(A) by reference to LLie basis in the hands of

a transferor, donor, or grantor, or

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

Whenever it appears that the basis of property iu the
hands of the taxpayer is a substituted basis, then the
adjustments provided in paragraph (1) of this sub-

~ section shall be made after first making in respect of

such substituted basis proper adjustments of & similar
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nature in respect of the period during which the prop-

erty was held by the transferor, donor, or grantor, or

during which the other property was hold by the person

for whom the hasis i8 to be determined. A similar rulo

shall be applied in the case of a series of substituted

bases.
SEC. 114, BASIS FOR DEPRECIATION AND DEPLETION.

(a) Basis ¥or DEPHECIATION.—The basis upon
which exhaustion, wear and tear, and obsolescence are to
be allowed in respect of any property shall be the adjustod
basis provided in section 113 (b) for the purpose of deter-
mining the gain er less upon the sale or other disposition
of such property.

(b) Basis rOR DEPLETION,—

(1) GexkeAL RULB.—The basis upon which de-
pletion is to be allowed in Yespect of any property shall
be the adjusted basis provided in section 113 (b) for
the purpose of determining the gain e lese upon the sale
or other disposition of such property, exoept as providedl
in paragraphs (2), (3), and (4) of this subsection.

(2) Di1SCOVERY VALUE IN CASE OF MINES,—
In the case of mines (other than metal, coal or sulphur
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 discovery or within
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- thirty days thereafter, if such mines were not aoquired
a8 the result of purchase of a proven tract-ortenss; and

if the fair market value of the property is materially
disproportionate to the cost. The depletion allowance
under seclion 23(m) based on discovery value pro-
vided in this paragraph shall not exceed 50 per centum
of the net income of the taxpayer (computed without
allowance for dapletion) from the property upon which
the discovery was made, except that in no case shall
the depletion allowance under section 83(m) be less
than it would be if computed without reference to dis-
covery value. Discoveries shall include minerals in-
commercial quantities contained within a vein or de-
posit discovered in an existing mine or mining tract
by the taxpayer after February 28, 1913, if the vein
or deposit thus discovered was not merely the un-
intorrupted oxtension of a continuing commercial vein
or deposit already known to exist, and if the dis-
covered minerals are of sufficient value and quantity
that they could be separately mined and marketed at
a profit.

(8) PERCENTAGE DEPLETION FOB OIL AND GAS

-~ wiLL8.—In the case of oil and ges wells the allowance
. for depletion under section 23(m) shall be 274 per
. contumn of the gross income from the property during
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the taxsble year, excluding from such gross income an
amount equal to any rents or royalties paid or incurred
by the taxpayer in respect of the property. Buch
allowance shall not exceed 50 per centum. of the pet
income of the taxpayer (computed without allowance
for depletion). from the property, exoept that in mo
case shall the depletion allowance under ssalion 23(m)
be less than it would be if computed without referenco
to this paragraph. |

(4) PFECENTAGE DEPLETION FOR OOAL AND
METAL MINks AND suLPHUR.—The allowance for
depletion under section 23(m) shall be, in the case of
coal mines, 5 per centum, in the case of metal mines,
15 per centum, and, in the case of sulphur mines or de-
posits, 23 per centum, of the gross income from the
property during the u.xuble‘ycar, excluding from such
gross income an amount éqnal to any rents or royalties
paid or incurred by the taxpayer in respect of the prop-
erty. " Buch allowance shall not exceed 50 per centum
of the pet income of the taxpayer (computed without
allowauce for depletion) from the propertyrexeeps shaé
in no ease shell the depletion allowaree for the laxeble
m%w%:ihkm‘haai&woﬂdbeﬂempﬁed
without reference to this paregraph. A laxpayer mal-
ing return for the taxable year 1048 shall slate A
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such rolum; as (o cech preperty {ory if he fired
makes return in respect of & property for say fex-
able yoar ofter the taxable yenr 1038, then in sueh
firet velumn)y; whether he oleecis t0 have the deple-
ton allowanee for mich property for vaesceding tax-
able years eemputed with or without rveference to
perceniage depletiom The depletion allowance .in
respeet of suoh property for all sueceeding taxable
years shall be compuied necording to the elotion thus
moder 1 the taxpayer fuils to meke such statement in
the relurn; the depleien allowance for miek property
for suecoeding tannhle years shall be eomputed witheut
reference to porconiage depletiom  During tho period
for whioh property aequired after December 84 1033;
is held by the taxpayer—

{2} i tho pmsin of the property in the hands
of the taxpryor ivy wnder section 118{n); detor
mined by relerence to the hasis in the hands of
the wrensleror; donor; or granton then the deple-
tion allowaneo in respect of the preperty shell be
eomputed with or without refereneo to pereentage
depletion; eecording to the method of computation
 which would have heen epplicable i the transforer;
doner; or grmnter had contintied to hold the prop-
orty; o B |



108

1 {B} if the basis of the preperty isy under see-
2 tien 113-{a}y detormined by referonce to the basis
8 of othor propory previcusty held by the taupayer,
4 then the deplotion allowanee in respeet of the
5 proporty shall be eomputed with or withous refer-
6 ehce to perecniage deplelion; aceerding {0 the
7 method of eompuintion which weuld have been
g epplicable in tespest of the property proviously
) held if the taxpayer had eontinued to hold sueh
10 prepertys
11 4 taxpayer making his first relurn under this title in
12 respect of a property shall state whether he elects lo have
13 the depletion allow:ance for such property for the tazable
14 year /or which the return is made compuled with or
15 without regard to percentuge depletion, and the depletion
16 allowance in respect of such properly for such year and
17 all succeeding tazable years shall be compuled according
18 to the clection thus made. If the tazpayer fails to make
19 such statemcnt in the return, the depletion allowance for
20 such property for all tazable ycars shall be computed
21 without reference to percenlage depletion.
22 SEC. 115 DISTRIBUTIONS BY CORPORATiONS.

23 (a) Dmmfmn OF D1vipEND.—The term “ dividend ”
24 when used in this title (cxcept in section 203 (a) (4)
25 and scction $084e}-H) 207(c)(1), rclating to insurance
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companies) means any Uistribution juade by a corporation
to its shareholders, whether in money or in other property,
out of its earnings or profits scoumulated after Fobraary
98, 103,

(b) Bource of DisTRIDUTIONS.—For the purposcs
of this Act every distribution is made out of earnings or
profits to the extent thereof, and fram the most reccntly
sccumulated earnings or profits. Any earninge or profie
sceninulated; -or -ineronse -in value -of -property -acervedy
bofore March 1y 30143; muy be distributed exerapt from lax
after the earnings eud profite neoumulsted aiter Fobruary
tributien shall be applied ageinst and reduce the basis of
tho stock provided in section +1d: |

(c) 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 & corporation
shall be treated as in part or full payment in exchange for the
stock. The gain or loss to the distributee resulting from
such exchm_xge shall be determined under section 111, but
shall be recognized only to the extent provided in section
112. Despite the provisions of section 117(a), 100 per
centum of the gain so recognized shall be taken into account

in computing nei income. In the case of amounts distributed
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(whether before January 1, 1984, or on or after such dats)
in partial liquidation (other than a distribution within the
provisions of seetion +-i3{h)- subsection (A) of this section
of stock or securities in connection with & reorganisation)
the part of such disteibution whioh is properly chargeable
to capital account shall not be vonsidered & distribution of
earnings or profits within the meaning of saheection {(b)-
of this section for the purpose of determining the taxability
of subsequent distributions by the corporation.

(d) Orugr DistrisuTiONS FROM CAPITAL.—If any
distribution (not in partial or complete liquidation) made by
a corporation to its shareholders is met eut ef inevease in
valae of property nceraed before March 1; 1018, and is not
out of earnings or profits, then the amount of such distribu-
tion shall be applied against and reduce the adjusted basis of
the stock provided in section 113, and if in exoess of such
basis, such excess shall be taxable in the same manner as a
gaiﬁ from the salg or exchange of property.

(e) DIBTRIBUTIONS BY PRRSONAL SERVICE CORPORA-
TIONS.—Any distribution made by a corporation, which was
classified as & porsonal service corporation under the pro-

 visions of the Revenue Act of 1918 or the Revenue Act

of 1921, out of its earnings or profits which were taxable

in acvordance with the provisions of section 218 of the Reve-
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nue Act of 1918 or section 218 of the Revenue Act of 1931,
shall be exempt from tax to the distributees, _

(f) 81ock DivipkNDpe.—A stock dividend shall not be
subject to tax.

(g) REDEMPTION OF 8TOCK.—If & corporation oancels
or redcems its stock (whether or not such stock was issued
as & stock dividend) at such time and in such manper as
to make the distribution and cancellation or redemption in
whole or in part essentially equivalent to the distribution
of a taxable dividend, the amount so distributed in redemp-
tion or cancellation of the stock, to the extent that it repre-
sents a distribution of earnings or profits seeumulsied after
February 28; 1043, shall be treated as » taxable dividend.

(h) DisrriBuTioN OF STOCK ON REORGANIZA-
110N—EFrECT ON FuTURE DISTRIBUTIONS.—The dis-
tribution before January 1, 1934, in pursuance of a plan
of reorganization, by or on behalf of a corporation a party
to the reorganization, of ils slock or securities or stock or
securilies in a corporalion a party lo the reorganization, if
no gain to the distribuice from the receipt of such stock or
securilics was recognized by law, shall not be considered a
distribution of carnings or profits within the meaning of this
section for the puri)ose of determining the tazability of sub-
sequcﬁt distributions by the corporation. As used in this
subsection, the terms ** recorganization” and “ party to the .
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reorganization” shall Aave ihe meanings aseigned lo such
terma in seokion 113 of the Nevenue Aot of 1933

" {b) (i) DEPFINITIOX OF PABTIAL LIQUIDATION.—As
used in this section the term * amounts distributed in partial
liquidation " means a distribution by & corporation in com-
plete cancellation or redemption of a part of its stock, or one
of a series of distributions in complete canoellation or redemp-
tion of all or a portion of its stock. '

SEC, 116. EXCLUSIONS FROM GROSS INCOME.

In addition to the itcis specified in section 22 (b), the
following items shall not be included in gross income and
shall be exempt from taxation under this title:

(a) EArnsD INocoMB PROM BSouroes Wrrnour
UNITED STATES.—In the case of an individual citizen of
the United States, & bona fide nonresident of the United
States for more than six months during the taxable year,
amounts received from sources without the United States
(except amounts paid by the United States or any agency
thereof) if such amounts would constitute earned income
as defined in section 25(a) if received from sources within the
United States; but such individual shall not be allowed as
a deduction from his gross income any deductions properly

allocable to or chargeable against amounts excluded from

tion the temn < earmed ineome = mmeans wages; celuries;
pre&eeeiomlfeeeywde&heramemmeivedaseempem

.
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tlon for porsonal serviccs scinally rendeved; but does nol
includo that past of the compenmibion dovived by the lon-
payer for porsonal sevvices rendered by him to & corporation
which vepresonis o disiribution of carnings or profite rather
than o reasonable allowanes as componsetion for the personal
sorvices actuslly rendeved: In tho cnse of o ianpayer en-
goged in o trade or business in whish both perscinl services
sid capital aro matorial income producing factors, o reasen-
able allowance 0 compensation for the persoual serviees
sciually vendored by the axpayer; not in encess of 30 per
eentmn of his share of the net prefite of sueh trade or busi-
nees; shall be eonsidered ae canted incomer

(b) TBACHERS IN ALASKA AND Hawam—In the
case of an individual employed by Alaska or Hawaii or any
political subdivision thereof as a teacher in any educational
institution, the componsation rccoived as such, This sub-
section shall not exempt compensation peid directly or
indirectly by the Government of the United States. Sub-
svetion {b)- of seetion & of the Aot entitled “An Aol to pro-
vide a government for the Teritory of Hawaii 1y
April 80; 1000; ao amonded by the Aot entitled “Axn Aol to
ninend soetion B of the Aot entitled “An Aol to provide
government for the Territery of Hawaii y approved April 80;
1000 ; approved April 13 1030 [H:8:C Bup: ¥, title 48;
eee:&%(—b)-]yisfepeoledasofm*}lm
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(¢) Imcomm or Fommiew GeverMENTS.—The ip-
come of foreign governments received from investments in
the United States in stocks, bonds, or other domestic seouri-
ties, owned by such foreign governients, or from interest en
deposits in banks in the United States of moneys belonging
to such foreign govermments, or from any other source
within the United Btates.

(d) INcoMg o¥ SratTes, MUNICIPALITIES, ET0.—
Income derived from any public utility or the exercise of any
essontial governmental function and acoruing to any State,
Territory, or the District. of Columbia, »r any political sub-
divigion of a State or Territory, or income accruing to the
government of any possession of the Uwnited States, or any
political subdivision thereof,

Whenever any BState, Territory, or the District of
Columbis, or any political subdivision of a State or Terri-
tory, prior to SBeptembor 8, 1916, entered in good faith
into & contract with any person, the object and purpose. of
which is to aoquire, construct, operate, or maintain a public
upility—

(1) If by the terms of such contract the tas
imposed by this title is to be paid out of the proceeds
from the operation of such publio utility, prior to any
division of such proceeds between the person and
the State, Territory, political subdivision, or the
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District of ' lumbia, and if, but for the imposition of
the tax imposed by this title, a part of such prooeeds for
the taxable year would accrue direclly to or for the
use of such Btate, Territory, political subdivision, or
the District of Columbia, thea a tax upon the net incowme
from the operation of such public utility shall be
lovied, assessed, collected, and paid in the muuner
and at the rates prescribed in this title, but there
shall be nefunded to such State, Territory, political
subdivision, or the District of Columbia (under rules
and regulations to be prescribod by the Commissioner
with the approval of the Searctary) an amount which
bears the same relation to the amount of the tax as the
amount which (but for the imposition of the tax
imposod by this title) would have acorued dircctly to
or for the use of such State, Torritory, political sub-
division, or the District of Columbia, bears to the
amount of the net incowe from the operation of such
publio utility for such taxable year,

(2) It by the terms of such contract no part of
the prooeeds from the operation of the public utility
for the taxable year would, irrespective of the tax
imposed by this title, accrue directly to or for the use
of such Btate, Territory, political subdivision, or the
District of Columbia, then the tax upon the net income
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of such person from the operation of such public utility
shall be levied, assessed, collected, and paid in the
manner and at the rates prescribed in this title.

« (e) BRIDGES 70 BE ACQUIRED BY STATE OB PoLITI-
0AL BubpivisioN.—Whenever sny State or politicel sub-
division thereof, in pursuance of & contract to which it is not
8 party entered into before the euactment of the Revenue
Act of 1928, is to acquire a bridge—

(1) If by the terms of such oontract the tax im-
posed 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 prooeeds for the
taxable year would accrue directly to or for the use of
or would be applied for the benefit of such Btate or
political subdivision, then a tax upon the net income
from the operation of such bridge shall be levied,
assessed, oollccted, aud paid in tho manner and at the
rates prescribed in this title, but there shall be refunded
to such State or political subdivision (under rules aud
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
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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 tax-
able 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) I1f by the teims 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 sub-
division, then the tax upon the net income from the
operation of such bridge shall be levied, assessed, col-
lected, and paid in the manner and at the rates pre-
scribed in this title.

(f) DivipExp FroM “ CHINA TrADE Aor” Cog-
PORATION,—In the case of a person, amounts distributed as
dividends to or for his benefit by a corporation organized
under the China Trade Act, 1922, 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,

(g) SHIPOWNERS' = PROTECTION AND INDEMNITY

As8001ATIONS.—The receipts of shipowners’ mutual protec-

* tion and indemnity associations not organized for profit, and .

no part of the net eurnings of which inures to the benefit of
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any private shareholder; but such corporations shall be sub-
ject as other persons to the tax upon their net income from
interest, dividends, and .rents.
SEC. 117. CAPITAL GAINS AND LOSSES.

(a) GENERAL RULE—In the case of a taxpayer,
other than a corporation, only the following percentages of
the gain or loss recognized upon the sale or exchange of a
capital asset shall be taken into account in computing net
tncome:

100 per centum if the capital asset has been held
for not more than 1 year;

80 per centum if the capital asset has been held
for more than 1 year but not for more than 2 years; -

60 per centum if the capital asset has been held
for more than 2 years but not for more than 5 years;

40 per centum if the capital asset has been held for
more than 5 yeats. |

(b) DEFINITION OF CAPITAL ASSETS.—For the pur-
poses of this title, “ capital’ assets” means property held by
the tazpayer (whether or mot connected with his trade or
business), but does not include 8O it trad¥ of the thwparyer
or other property of a kind which would properly be included
in the inventory of the taxpayer if on hand at the close of
the tazable year, or property held by the taxpayer primarily
for sale in the course of his trade or business.

J.41951—8
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| (¢) DETERMINATION OF PERIOD FOR WHICH HELD.—
- Ior the purpose of subsection (a)—

(1) In determining the period for which the tax-
payer has held property received on an exchange there
shall be included the period for which he held the prop-
erty exchanged, if under the provisions of section 1183,
the property received has, for the purpose of determining

gain or loss from a sale or exchange, the same basis in

®© P I D Gt o W o

whole or in part in his hands as the property exchanged.
10 (2) In determining the period for which the tax-
11 payer has held property however acquired there shall
12 be included the period for which such property was held

18 . by any other person, if under the provisions of section
14 118, such property has, for the purpow'of determining
16 gain or loss from a sale or exchange, the same basis in
16 whole or in part in his hands as it would have in the
17 hands of such other person.,

18 (8) In determining the period for which the tax-
19 payer has held stock or securities received upon a dis-
20 tribution where no gain was recognized to the distributee

31, . .undenthe pravigiens of section 112(g) of the Revenue
22 Act of 1928 or the Revenue Aot of 1932, there shall be

23 included the period for which he held the stock or securi-
24 ties in the distributing corporation prior to the receipt of
25 the stock or securities upon such distribution.
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(4) In determining the period for which the tax-
payer has held stock or sccuritics the acquisition of
which (or the contract or option to acquire which) re-
sulted in the nondeductibility (under section 118 of this

Act or section 118 of the Revenue Act of 1928 or the

Revenue Act of 1932, relating to wash sales) of the loss

from the sale or other disposition of substantially iden-

tical stock or securities, there shall be included the period
for which he held the stock or securities the loss from
the sale or other disposition of which was not deductible.

(d) LiMirarioNn oN CAPITAL L088ES.—Losses from
sales or exchanges of capital assets shall be allowed only to
the extent of the gains from such sales or exchanges.

(e) GAINS AND L0SSES FROM SHORT SALES.—For
the purposes of this title, gains or losses (A) from short sales
of property, or (B) atlribvtable to privileges or options to
buy or sell property, or-(C) from sules or exchanges of such
privileges or options, shall be considered as gains or losses

from sales or exchanges of capital assets held for one year

or less.

(f) RETIREMENT OF BoNDS; ETc.—For the purpo;m
of this title, amounts recewed by the holder upon the relire-
ment of bonds, debentures, notes, or certificates or other
evidences of indebledness issued by any corporation (includ-
ing those issued by a government or political subdivision
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theveof ), with interest coupons or in registered form, shall be
considered as amounts received in exchange therefor.
SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECU.
RITIES.

(a) In the case of any loss claimed to have been sus-
tained from any sale or other disposition of shares of stock
or securities where it appears 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 acquired (by pur-
chase or by an exchange upon which the entire amount of
gain or loss was recognized by law), or-has entered into &
contract or option so to acquire, substantially identical
stock or securities, then no deduction for the loss shall be
allowed under section 23 (e) (2) ; nor shall such deduction
be allowed under section 23 (f) unless the claim is made by a
corporation, a dealer in stocks or securities, and with respect
to a transaction made in the ordinary course of its business.

(b) If the amount of stock or securities acquired (or
covered by the contract or option to acquire) is less than the
amount of stoék'or securities sold or otherwise disposed of,
thén the ‘phyticular shdves of stock or securities the loss from
the sale or other disposition of which is not deductible shall
be determined under rules and regulations prescribed by the

(‘ommissioner with the approval of the SBecretary.
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(c) If the amount of stock or securities acquired (or
covered hy the contract or option to acquire) is not less
than the amount of stock or securities sold or otherwise dis-
posed of, then the particular shares of stock or securities the
acquisition of which (or the contract or option to acquire
which) resulted in the nondeductibility of the loss shall he
determined ﬁnder rules and regulations prescribed by the
Commissioner wit‘h the approval of the Secretary.
SEC. 119. INCOME FROM SOURCES WITHIN UNITED STATES.

(a) Gross INcome From Bources IN UNrTED
STATES.—The following items of gross income shall he
treated as income from sources within the United States:

(1) INTRREST.—Interest from the United States,
any Territory, any political subdivision of a Territory,
or the District of Columbia, and interest on bonds, notes,
or other interest-bearing obligations of residents, corpo-
rate-or otherwise, not including—

(A) interest on deposits with persons carry-
ing on the banking business paid to persons not
engaged in business within the United States and
not having an office qr place of bu;iness 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-

faction of the Commissioner that less than 20 per



1

1 centum of the gross income of such resident payor
2 or domestic corporation h;ls been derived from
3 sources within the United States, as determined
4 under the provisions of this section, for the three-
5 year period ending with the close of the taxable
6 year of such payor preceding the payment of such
7 interest, or for such part of such period as may be
8 applicable, or
9 (C) income derived by a foreign central
10 bank of issue from bankers’ acceptances;
11 (2) DivipENps.—The amount received as divi-
12 dends—
18 (A) from a domestic corporation other
14 than a corporation entitled to the beneﬁts of
15 section 251, and other than a corporation less than
16 20 per centum of whose gross income is shown to
17 the satisfactibn of the Commissioner to have been
18 derived from sources within the United States, as
19 | determined under the provisions of this section,
20 for th‘e three-year period endfug with the close
210 ol “1"‘;oﬁ'the"taxubld year of such corporation preceding
22 the declarasion of such dividends (or for such part
23 . of such period as the corporation has been in

24 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) PrmrsoNAL 8ERVICES.—Compensation for
labor or personal services performed in the United
States;

(4) RENTALS AND ROYALTTES.—Rentals or
royalties 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 privilege 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.—Gains, profits,

- and income from the saleldof, real property located,in
+ the United Btates.

(6) SALE OF PERSONAL FROPERTY.—For gains
profits, and income from the saie of personal property
see subsection (e). -
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(b) NEr INCOME FROM SOURCES IN UNITED
STATES.—From the items of gross income specified in sub-
section (a) of this section there shall be deducted the
expenses, losses, and oth?r deductions properly apportioned
or allocated 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,

(¢) Gross INCOME FROM SOURCES WITHOUT
UN1TED STATES.—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 és provided in subsection
(a) (1) of this section;

(2) Dividends other than those derived fram
sources within the Unitd States as provided in sub-
section (a) (2) of this section;

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

e i(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 privilege of using without the United States,
patents, copyrights, secret processes and formulas, -
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good will, trade-marks, trade brands, franchises, and
other like properties; and
(5) Gains, profits, and income from the sale of
real property located without the United States.

(d) "Ner INcomr FroM SOURCES WiTHOUT UNITED
SraTis.—From the items of gross income specified in sub-
section (c) of this section there shall be deducted the ex-
penses, Josses, 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 gross income. The remainder,
if any, shall be treated in full a8 net income from sources
without the United States.

(e) INCOME FROM SOURCES PARTLY WITHIN AND
ParTLy WitHOUT UNITED STATES.—Items of gross
income, expenses, losses and deductions, other than those
specified 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 Commissioner with the approval of the Secretary.
Where items of gross income .are, separately allocated .to -
gsources 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
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I expenses, losses or other deductions which can not definitely

be allocated to some item or class of gross income. The

[ 1

'3 remainder, if any, shall be included in full as net income
4 from sources within the United States. In the case of
5 gross income derived from sources partly within and partly
¢ without the United States, the net income may first be
7 computed by deducting the expenses, losses, or other deduc-
R tions apportioned or allocated thereto and a ratable part of

9 any expenses, losses, or other deductions which can not
y exp

10 definitely be allocated to some items or class of gross

11 income; and the portion of such net income attributablo
12 to sources within the United States may be determined by
13 processes or formulas of general. épportionment prescribed
14 by the Commissioner with the approval of the Secret..y.

15 Qains, profits, and income from—

16 (1) transportation or other services rendered
17 partly within and partly without the United States, or
18 (2) from the sale of personal vpmperty produced
19 (iﬂ whole or in part) by the taxpayer within and sold
20 without the United States, or produced (in whole ot in
2t noepart)! by the thxpayer without and sold within the
22 United States, |

23 " shall be treated as derived partly from sources within and
24  partly from sources without the United States. Geins, profits
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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 the
United States, shall be treated as derived entirely from
sources within the country in which sold, except that gaihs,
profits, and income derived from the purchase of personal
property within the United States and its sale within a
possession of the United States or from the purchase of per-
sonal property within a possession of the United States and
its 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
“sale” or ‘“sold ” include “ exchange ™ or “.exchanged »,
- and the word * produced " inoludes “ created ”, “ faliri-
cated ”, “manufactured ”, “ extracted”, “ processed”,
“cured ”, or “aged ”. . - |
SEC. 120 UNLIMITED DEDUCTION FOR CHARITABLE
AND OTHER CONTRIBUTIONS. -

In the case of an individual if in the taxable year and
in each of the ten preceding taxable years theramount of tife
eontlfibutions or gifts described in section 238} 23(0) plus
the amount of income, war-profits, or excess-profits taxes
paid during such year in respect of preceding taxable yeai"é,

exceeds 90 per centum of the taxpayer’s net income for each
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such year, as computed without the benefit of section 23{r})-

23(0), then the 15 per centum limit imposed by such section

shall not be applicable.

Supplement C—Credits Against Tax
[Supplementary to Subtitle B, Part III]

SEC. 131. TAXES OF FOREIGN COUNTRIES AND POSSES-

SIONS OF UNITED STATES.

(4) ArLowANCE OF CREDIT.—If the taxpayer signi-

fies in his return his desire to have the benelits of this section,

the tax imposed by this title shall he credited with:

(1) CITIZEN AND DOMESTIC CORPORATION.—In
the case of a citizen of the United States and of a domes-
tic corporation, the amount of any income, war-profits,
anfl excess-profits taxes paid or accrued during the tax-
able year to any foreign country or to any i)OSS(!ssi()n
of the United States; and

(2) ResmeENT OF UN1TED STATES.—In the case
of a resident of the United States, the amount of any
such taxes paid or accrued during the taxable year to
any possession of tlic United States; and
- (3) ‘A!l,,,u«:'x:z' R:SIDENT OF UINITED STATES.—In
the case of an alien resident of the United States, the

amount of any such taxes paid or accrued during the

‘taxnble year to any foreign country, if the foreign
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country of which such alien resident is a citizen or suh-
ject, in imposing such taxes, allows a similar credit
to citizens of the United States residing in such country;
and

(4) PARTNEESIIPS AND ESTATES.—In the case
of any such individual who is a member of a partner-
ship or a beneficiary of an estate or trust, his propor-
tionate share of such taxes of the partnership or the
estate or trust paid or accrued during the taxable year
to a foreign country or to any possessiofl of the United
States, as the case may be. .

(b) Limrr oN CrEDIT.—The amount of the oredit

taken under this section shall be subject to each of the
following limitations:

(1) The amount of the credit in respect of the
tax paid or accrued to any country shall not exceed the
same proportion of the tox against which such credit
is taken, which one-half of the taxpayer’s net income
from sources within such country bears to his entire
net income for the same taxable year; and

(2) The total amount of the credit shall not
exceed the same proportion of the tax against which
such credit is taken, which one-half of the taxpayer's
net income from sources without the United States

bears to his entire net income for the same taxable year.
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(e) ADJUSTMENTS ON PAYMENT OF AOCRUED
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 taxpayer upon notice and demand by the collector, or
the amount of tax overpaid, if any, shall be credited or
refunded to the taxpayer in accordance with the provisions
of section 322. In the case of such a tax accrued but not
paid, the Commissioner as a condition precedent to the
allowance of this credit may require the taxpayer to give a
bond with sureties satisfactory to and to be approved by the
Commissioner in such sum as the Commissioner may re&luire,
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 condi-
tions as the Commissioner may require.

(d) Year 1§ Wricn Creprr TAKEN.—The credits

provided: for in this'section may, at the opiion of the tax-

payer and irrespective of the method of accounting employed
in keeping his books, be taken in the year in which the
taxes of the foreign country or the possession of the United

States accrued, subject, however, to the conditions prescribed
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in subsection (c) of this section. 1If the taxpayer elects to
. take such credits in the year in which the taxes of the foreign

country or the possession of the Tnited States accrued, the

= G N

credits for all subsequent years shall be taken upon the
samo basis, and no portion of any such taxes shall be allowed
2s a deduction in the same or any succeeding year.

(e) " ProoF oF CrEDITS.—The oredits provided in this

section shall be allowed ounly if the taxpayer establishes

L X a9 & &

to the satisfaction of the Commissioner (1) the total amount
10  of income derived from sources without the United States,
11 determined as provided in section 119, (2) the amount
12 of income derived from each country, the tax paid or accrued
18 to which is claimed as a credit under this section, such
14 amount to be determined under rules and regulations
15 prescribed by the Commissioner with the approval of the
16 Secretary, and (3) all other information necessary for the
17 verification and computation of such credits.

18 . (f) Taxes or ForeioN SubsipiarY.—For the pur-
19 poses of this section & domestic corporation which owns a
20 majority of the voting stock of a foreign corporation from
21 which it receives dividends {net. doductible, under section
22 33 {p}) in any taxabie year shall be deemed to have paid
23 the same proportion of any income, war-profits, or excess-
24  profits taxes paid by such foreign corporation to any foreign

25 country or to any possession of the United States, upon or
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with respect to the accumulated profits of such foreign corpo-
ration from which such dividends were paid, which the
amount of such dividends bears to the amount of such accu-
mulated profits: Provided, That the amount of tax deemed to
have been paid under this subsection shall in no case exceed
the same proportion of the tax against which credit is taken
which the amount of such dividends bears to the amount of
the entire net income of the domestic corporation in which
such dividends are included. The term * accumulated
profits ” when used in this subsection in reference to a
foreign corporation, means the amount of its gains, profits,
or income in excess of the income, war-profits, and excess-
profits taxes imposed upon or with respect to such profits or
income; and the Commissioner with the approval of the Sec-
retary shall have full power to determine from the accumu-
lated 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 accuinulated profits of the pre-
ceding yoear or years (unless to his satisfaction shown other-
wise), and in other respects treating dividends as having
beer paidfrom the most recently accumulated gains, profits,
or earnings. In the case of a foreign corporation, the income,
war-profits, and excess-profits taxes of which are determined
on the basis of an accounting period of less than one year, the
word “ year ” as used in this subsection shall be construed

to mean such accounting period.
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-»ii‘izz(g'na 10 (€)1 COBPOBATIONS TREATED A8 Fonsxon.—QFor the

23 " purposes, of this section the following corporations shall .be
8. tteated a8 foreign corperations: S
4 . .. (1) A corpurstion emtitied 1o the benefits of spo-
tion 251, by reasoa of ¥ "eiving a large percentage of
its groes inveme from seutces within a possession of

‘the United Stases;

. (2) A curporsiiun organised under the China

v i Trade Aet, 1922, and entitled to the credit provided for

10 - - - in section 261.

© ® a1 & &

11 - SRG: 133 PAYMENTS UNDER 1088 ACT.
13. . ' Any emeunt paid boforo or afier tho enactment of this
13, ' Aet on aecount. of the tax impesed for o fseal year boginning
14 in 1031 and ending in 1082 by Tile I of the Revenue et
15 of 1038 shell be: eredited towerd the payment of the tax
16 imposed for such fiseal yoar by this J\ok; and if the ameunt
1T g0 peid execeds the amoubt of sueh tax imposed by this Ael;
18i: the exoess ohalk be eredited or vofunded in aceordance with
19 ‘the Mof geetion 333:
20::1.":.« ' Supplement D——Returns and Payment of Tax .
810 i e [Supplementary fa Subtjtle B, Part V)
22  SEC.. 14L./CONSOLIDATED.RETURNS  OF CORPORATIONS.
28.:: 1. . (a) PRIVILEGE 10 FILE CONSOLIDATED RETURNS.—
24+ A affliated. groap . of corporations. shall, subject to the
25  provisions of this gection, have the priviloge of making a
J. 41951—9 '
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- consolidated return for the taxable year in- lieu of separate
" returns. 'The making of & oconsolidated return, shall be

upon the condition that-all: the corporations which have
been members of the affiliated émup) at any time during the
taxable year for which the return: is made consent to all the
regulations under subsection (b) (or, in. case such regula-
tions are not preé;cribed prior to the"mmng of the return, -
then the regulations prescribed under section 141 (b) of the
Revenue Act of 4928 1938 in'so far as not inconsistent with
this Act) prescribed prior- to the imaking 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 inolude the income of suoh
corporation for such. part of the year as it is 8 member- of

the affiliated group.
(b) RmeurATioNs.—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 afliliated émup of carporations making a consolidated
return and of each corporation ‘in the group, both during
and' after the period of affiliation, may be determined,
compnted, assessed, collected; and adjusted in.such manner

as clearly to reflect the income and, to prevent. avoidauce of

25 (ax liability.- -
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(6) CoMpuTATION AND PAYMENT OR TaX.—~In dny

- case.in which a consolidated return is made the.tax shall be

determined, computed, assessed, collected, and: adjusted: in
accordance with tho regulations under subsection (b) (or,

in. case such- regulations are not prescribed prior ‘to ¢he

making of the return, then the regulations. prescribed  under

section 141 (b) of the Revenue Act of 1888 1932 in: so ¥ar
as not inconsistent with this Act) prescribe(i* prior to the
dute on which such return. is made; except that for the
nxahle yours 1932 and 1433 thero chall bo added to the
mbe of bux preseribed by svetions do{w)y S0H{b); wd
204(n) o e of three fourthy of + per ecnturn, and oxclipt
that for the taxable years 1084 and 1038 there shall <Ue
added to the rate of tax prescribed by. sections. 13 (s},
201 (b), and 304 (a); a rate of 1 per eentum 2 per cenidm.

(d) DEFINITION OF “ AFFILIATED . GROUP”.—As
usegl in this section.an “ affiliated group*’ means one or moze

chains of corporations connected through stoek ownership

. with & common parent corporation if— . .. i

(1) At least 95 per centum of the stock of each
of the co1 porations (except the common parent corpora-
tion) is owned directly by one or more. of the other
corporations; and A au

L (2): The. common parent corporation owns -
. -rectly at lenst 95 per centum of the stock of at.least one

of the other corporations.
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As used in this subsection the term “‘ stock * does not include

- nonvoting - stock which is limited and - preferred as -to

dividends. .
(e). A.consolidated return shall be made only for the
domestio corporations within the affiliated group. . An insur-

ance company subject to-the tax imposed by section 201 or

204 shall not be included in the same consolidated yaturn

with a t;orporation subject to the tax imposed by section 13,
and an insurance company subject to the tax imposed by
section 201 shall not be included in the same cousolidated
return with an insurance company subject to the tax imposed
by section 204.

(f). CHINA TrADE AOT CORPORATIONS.—A corpora-

- tion organized under the China Trade Act, 1922, shall not

be deemed to be affiliated with any other corporation within

.the meaning of this section. - o i

(g) CorroraTiONs DERIVING INcOME FEOM Pos-
8E88IONS OF UNITED STATES.—Kor 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

corpomtion.

(h) Sussipiary ForMED T0 CoMPLY WiTH FOREIGN

LAw.—In the case of a domestic corporation owning or con-

trolling, directly or indirectly, 100 per centum of the.capital .
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stock. (exclusive of directors’ qualifying shares) of a corpora-

2, tion organized under the laws of a contiguous foreign ofmntry

22
23 .
24

25

O

. (except a receiver appointed by authority of law in posses- -

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) BusrENsSION OF RUNNING OF STATUTR OF LIMI-

TATIONS.—If & notice under section 372 (a) in respect of

a 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 t'e. case of corpor;t-

tions  with , which suchi corporation made a consolidated.

return for such taxable yesr, .. -,

. - Aj). ALLOCATION OF INCOME AND DEDUOTIONS.—

For allocation of income and deductions of related trades or.

businesses, see section 45.

. SEC. 142 FIDUCIARY. RETURNS.

(). _.EQUIREMENT OF RETURN.—Every fiduciary,

_ sion of part only of thé property of an individual) shall

make under oath a return for any of the following individuals,
estates, or trysts 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 ineome for the

.~ 1taxahle year of $1,000 or over, if single, or if married
. and not living with husband or wife;

(2) Every individua] having a net income for the

taxable year of $2,500 or over, if married and living

" with husband or wife; ’

(8) Every individual having a gross income for

- the taxable ycar of $5,000 or over, regardless of the

amount of his net income;

(4) Every estate or trust the ne$ income of which

. for the taxable year is $1,000 or over;

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

~ (8) Every estate or trust of whioch any heneficiary-
is & nonvesident alien, |
(b) JoinT Fipuoraries.~Under such regulations as

the Commissioner with the approval of the Secretary may

- prescribe a return made by one of two or more joint fidu-

ciaries and ﬁléd in the office of the collector of the district

"where such fiduciary resides shall be sufficient compliances

with the above requirement. Such fiduciary shall make oath

" (1) ‘that he has sufficient khowle'dge of the affairs of the
' ;'indi:vidilal',' estdi'e; or trust for which the return is made, to
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t enable him to make the retarn, and (2). that the retvrn is,
2 to the best of his knowledge and belief, true and correct. -
8 (¢) LAW APPLICABLR T0 Fuo1aries.—Any fidu-
4 oiary required to make a return under this title shall bé
5 subject to all the provisions of law whick apply to individuals:
6 BEC. 145 WITHHOLDING OF TAX AT SOURCE. "
7 . (a) Tax-Frue CoveNant Boxpg.—"' '
8 (1) REQUIREMENT OF WITHHOLDING.—In any
9 case where bonds, mortgages, or deeds of trust, or other
10 - similar obligations of a eorporatien eentain corporation,
11 ~ issued before January 1, 1934, conlain a contract or’
12 ‘provision by which the obligor agrees to pay atjy portion
18 of the tax imposed by this title upon ‘the cbligee, or
14 to reimburse the obligee for any portion of the tax, ot
16 ~ to pay the interest withc;ut deduction for any tax which
18 the obligor may be required or permitted to pay thereo,
11 o to Tetain 'therefrom under any law of the United’
18 States, the obligor shall deduct and withhold a tax
19 equal to 2 per centum of the interest upon such bonds,
20 mortgages, deeds of trust, or other obligations, whether
21 such interest is payable annually or at shorter or longexz' -
93 periods, if payable to an individual, a partnership,”
23 Cor & foreign c'orporation' not engaged in trade or -
24

" 'business' within the United States and not having any
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1 nizri«vroﬁm'()fiplm lof sbusiness - theroin: Provided;That ¥
. - the liability assumed. by: the.obligor :does nok:exceed

, .2 per centum of: the interest, then the:deduction and
. withholding shall be at. the following irates: , (A) 8 per

ST

10
ll,u .

12

13,

14,

5. .
16
17, -
18,
19,

AL

20

HEE}

21

22

8,

2‘%,

25.,

eentim 4, per, centum .in, the. case. of 4. :nonpeaidegt
alien: individual, o of guy; pegtnership npt. engaged in

. trade or business within the United;States and not hayy
.. ... ing any office or place of busiflesg therein and coms-

~ posed in whole or in part of ;nouré&ident aliens, (B),

- 18} per centum in the case of such a foreign corpora-;
_fHion, and (C) 2. per centum in the case of other;
-~ individuals and partnershipa: Provided juriier, Thut:
. if the owners of such obligations, are,npt knawn to the |
.- withholding agent. the, Comupissioner;, may - puthorizjc}f
Such dedugtion and. withholding, to he at. the rato of
2 per centum, or, if the liahility %smgd'. by the oblig“;w,x

does ot exceed 2, por gentum of the intgrest, then af

. the rate of & por eontum 4 per-cenivg. 0. i

(2) . BUNEET OF COBERITS AGAINST XET)

)

1NoOME.~—Buch deduction and withholding shall not béu

required in the case of a mtlzen or regident ontitled to y

- receive such- interest, if he ﬁles with the, wxﬁhholdmg :

agent on or before Febnm.ry la mgnqd notice in wntw
mg claumng th@, beneﬁq of the  eredits pravided “;é
. Beetion 35-{e} and -(d-)- section 25(b) ; nor in the case
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Lyo o 198 & nonpesident alien individual if so. provided. for ip
.. tegulations. presaribed by . the Commissioner: under
. seetion 21B section 214.. -
o .. (8) INCOME OF OBLIGOR AND: GBLIGEE.—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-frea covenant;i'anse, nor shall

® W B> > ok W

such tax be included in the gross inopme of the. obligee
9. . . (b) NoNgesipENT AriENs—All persons, in whats

10... ever capacity acting, including lessees or mortgagors of real or-

11 . persona] property, fiduciaries, employors, and all officers and

12. ; employees of the United States, having the control, receipt, :

13,.. custody, disposal, or, payment of interest (except interest on

14 | deposits with persons carrying. on the banking business paid
15,149, parsons, not, engaged in business in the Uited States. and:
16,,.n0f havipg, an..office. or place of: husiness therein), rent,:
17, splaties, Wages, premiums, annuities, compensations, remus
18  nerations, emoluments, or other fixed or determinable annual ;
19). -, or periqdical gains, profits, and income, of apy nouresident
20 . glien individual, or of any partnership not engaged in trade -
21 ‘or;,;l;usingss within the United States and not having any-.
22 . office or glggg of bpsix;ess therein and composed in whole or

23 iin‘!pérq:of ’pqn‘rtesigi'gng aliens (other than income received .

24 s dividends of the class allowed as a credit by section

'J‘ N

9

-

26 (a) ) shall (except in the cases provided for in subsection
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(a) of this section and except as otherwise provided in regu-
lations prescribed by the Commissioner under section 946
214) deduct and withhold from such annual or- periodical
gains, profits, and income a tax equal to 8 per eentumn 4 per
centum thereof: Provided, That the Commissioner may
authorize such tax to be deducted and withheld from the
interest upon any securities the owners of which are not
known to the withholding agent.

(¢) 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 J uﬁo 1B, in lieu of the time prescribed in
section 56, pay the tax to the official of the United States
Government authorizeld-to receive it. Every such person is
hereby made Tiable for such tax and i hereby indemnified
against the claims and demands of any person for the amount
of any payments made in accordance with the provisions
of this section.

(d) IncoME oF ReorpiENT.—Income upon which
any tax is reqixi;~e(l to be withheld at the source under
this section shall be included in the return of the recipient of
such income, but any amount of tax so witl;held shall be
credited against the amount of income tax as comphtea in

such return.

i .
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" (#) Tax Paip BY REoipIRNT.—If any tax required

~under this ‘section to he deducted and withheld is -paid by

~ the recipiont of the income, it shall not ‘be re-collected from

the withholding agent; nor in cases in which the tax is se

paid shall any penalty be imposed upon or collected from

. the recipient of the income or the withholding agent fod

~ failure to return or pay the same, unless such failure was

fraudulent and for the purpose of evading payment,

(f) Rerunps AND Crepits.—Where there has been
an overpayment of tax under this section any refund or
credit made under the provisions of section 322 shall be made '

to the withholding agent unless the amount of such tax was

~actually withheld by the withholding agent.

tgh Nobwithetanding the provisions of sebseotions {a}

prior to the date of the enaetment of this Aet shall be ot the'
ratos of 19 per eontum and § per eontum in New of the'
rates of 133 per contum and 8 por eentum preseribed in’

" SEC. 144, PAYMENT OF CORPORATION INCOME TAX AT

' SOURCE.
In the case of foreign corporations subject to taxation
uhdér this title not engaged in trade or business within thé
United States and not having any office or place of business

therein, there shall be deducted and withheld at the source
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in ihe same manner and upon the same items of income as is
provided in section 143 a tax equal to i3 per eentum
thereof in respeet of all payments of ineome made before the
eneetment of this Aet; and equal to 131 per eentum thereof in
respeet of all payments of income made after the enactment
of this Aeb 133 per centum, and such tax shall be returned
and paid in the same manner and subject to the same condi-
tions as provided in that section: Provided, That in the case
of interest described in subsection (a) of that section (relat-
ing to tax-free covenant bonds) the deduction-and withhold-
ing shall be at the rate specified in such subsection.

SEC. 145. PENALTIES.

(a) Any person required under this title to pay any

tax, or required by law or regulations made under authority

thereof to make a return, keep any records, or supply any
information, for the purposes of the computation, assessment,
or collection of any tax imposed by this title, who willfully
fails to pay such tax, make such return, keep such records,
or supply such information, at the time or times required by
law or regulationé, shall, in addition to othe}' pex;gltieg pro-
vided by law, be guilty of a misdemeanor and, upon convic-
tion thereof, be fined not more ‘than $10,000, or imprisoned

for not more than one ycar, or both, together with the costs

of prosecution.
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(b) Any person required under this title to collect,

account for, and pay over any tax imposed by this title, who
‘willfully fails to collect or truthfully account for and pay over

. such tax, and any person who willfully attempts in any man-

ner to evade or defeat any tax imposed by this title or the
payment thereof, shall, in addition to other penalties pro-
vided by law, be guilty of a felony and, upon conviction
thereof, be fined not more than $10,000, or imprisoned for
not more than five years, or both, together with the costs of
prosecution,

(c) The term ““ person ” as used in this section includes
an officer or employee of a corporation or a member or
employee of a partnership, who as such officer, employee, or
member i3 under a duty to perform the act in respect of
which the violation occurs.

SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR.

(a) Tax 1IN JEOPARDY.—If the Commissioner ﬁnds'

that a taxpayer designs quickly to depart'from the United
Btates or to remove his property therefrom, or to ;:onceal
himself or his property therein, or to do any other act tend-
ing to prejudice or to render wholly or partly ineffectual
proceedings to colleot the tax for the taxable year then last
past or the Mble year then current unless such proceedings
be. brought without dela:y, the Commissioner shall declare
the taxable period for such taxpayer immediately terminated

-l
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and shall cause notice of such finding and declaration to: be
given the taxpayer, together with a demand. for immediate
payment of the tax for the taxable period so declared tertni-
nated and of the tax for the preceding taxable: year or. 80
much of such tax as is unpaid, whether 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 section the finding of thie
Commissioner, made as herein provided, whether made after
notice to the taxpayer or not, shall be for all purposes
presumptive evidence of the taxpayer’s design.

(b) SECURITY FOR PAYMENT.—A taxpayer who is
not in default in making any return or paying income, war-
profits, or excess-profits tax under any Act of Congress may
furnish to the United States, under regulations to be pre-
scribed by. the Commissioner, with the approval of the
Secretary, gecurity approved by the Commissioner that he
will duly make 'the return next thereafter required to be
filed and pay the tax next thereafter required. to be paid,
The Commissioner may approve and accept in like manner
security for return and payment of taxes made due and

payable by virtue of the provisions of this section, provided

~ the taxpayer has paid in full all other income, war-profits,
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- or excess-profits taxes due from him under any Aect of
Congress.

(¢) SamMp—ExeMprIiON FroM SpoTION.—If secur-
ity is approved and accepted pursuant to the provisions
of this section and such further or other security with respect
to the tax or taxes covered thereby is given: as the Com-
missioner shall from time to time find necessary and require,

payment of such taxes shall not be enforced by any pro-

® ® A D Gt e W M) e

ceedings under the provisions of this section prior to the

S

expiration of the time otherwise allowed for paying sach

respective taxes.

(d) CrrizeNs.—In the case of a citizen of the United

t
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States or of a possession of the United States about to depast

- from the United States the Commissioner may, at his disore-

-
o R e

tion, waive any or all of the requirements placed on the

[S3
=

taxpayer by this section.

[am—y
3

(e) DEPARTURE OF ALIEN.~No alien shall depart

p—t
o

from the United States unless he first procures from the col-

lector or agent in charge a certificate that he has. complied

B> e
(== <]

with all the obligations imposed upon him by tlie income,

N
s

war-profits, and excess-profits tax laws.

&
=]

(f) ‘AppitioN: T0 TAx.—If a taxpayer violates or
23 - attempts to violate this section there shall, in additien to all
% other penalties, be added ps part: of the tax 25 per centum
35 iof the: total amount. of the tax or deficiency in the taz,

S ——
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together with interest at the rate of 1. per centum a monti
from the time the tax became due. e Y
SEC. 147. INFOBMATION AT S80OURCE..: ' . | |
... (a) PAYMENTS OF $1,000 OB MORE.—All persons; in
whatever capacity acting, including lessees or mortgagors: of

~ real or personal property, fiduciaries, and employers, making

. payment to-another person, of interest, rent, salaries, wages,

premiums, annuities, compensations, remunerations, emolu-
ments, or other fixed or determinable gains, profits, and
income (other than payments described in section 148 (a)
or 149), of $1,000 or more in any taxable year, or,
in the case’ of such payments made by the United
States, the officers or employees of the United States having
information as to such payments and required to- make
returns in.regard thereto by the regulations hereinafter
provided for, shall render a true and aceugate return to the
Commissioner, under such regulations and in such form
and mannor and to such extent as may be presoribed by

him with -the approval of the Secretary, setting forth the

. amount of such gains, profits, and income, and the name

and address of the recipient of such payment. .

* ~(b). RETURNS REGARDLESS :OF AMOUNT OF Pay-
MENT—~Such  returns may be required, regardless . of
amoupts, (1) in the case of payments of interekt‘upon bonds,

25, ‘mortgages; deeds of trust, or other similar obligations. of cos-
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: pqxétions, and (2) in the case of collections of items (npt

Jayable in the United Btates) of interest upon the bonds : pf
foreign countries and interest 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. |

(c¢) REeciPIENT TO FuRrNISH NAME AND ADDRESS.—
When necessary to make effective the provisions of this
section the name and address of the recipient of income
shall be furnished upon demand of the person paying the
income.

. (d) OBriGATIONS OF UNITED STATES.—The pro-
visions of this section shall not apply to the payment of
interest on obligations of the United States.

SEC. 148. INFORMATION BY CORPORATIONS.

() DIviDEND PAYMENTS.—Every corporation sub-
ject to the tax imposed by this title shall, when required
by the Commissioner, render a correct return, duly verified
under oath, of its payments of dividends, stating the name
and address of each shareholder, the number of shares owned
by him, and the amount of dividends pmd to him.

4b) Prorizs oF TAxaBEE YBAR Dnenma A5
Drwsparpe—TFhere shell be ineluded in 6he rolurn of

25 appeadedthereteasmmeﬂtafs&ehiaetswwﬂemble
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theGemmeaertedetemmethepor&eneﬂhee&mmgs

’erpreﬁtseitheeofper&mn-(-mekdmggms-pmﬁw-md

ineome ot t&xed-)- acoumiated during the taxable year for
swhich the m is made; which have been distribated or
erdored to be dasmbmd- respeemly; to ite shereholderm
during such yoar

(b) PRoFIz8 DECLARED 48 DIvIpENDS.—Every
corporation -shall, when required by the Commissioner,
furnish him a statement of such facts as will enable him tc
determine the portion of the earnings or profits of the cor-
poration (including gains, profits, and income not tazed)
accumulatedduring such periods as the Commissioner may
specify, which have been distributed or ordered to be dis-
tributed, respectively, to s shareholders during such tazable
years as the Commumoner may specify.

(¢) AcouMUurATED GAINS AND ProFITs.—When
requested by the Commissionef; or any collector, every cor-
poration shall forward to him a correct statement of accu-
mulated gains and profits and the names and addresses of the
individuals or shareholders who would be entitled to the
same {f @iVided of di#tHibuted, and of the amounts that would
be paﬁble to each. |
SEC. 149 RETURNS OF BROKERS.

Every person domg business 8s a broker shall, when
reﬁuned by the Oommxsmoner, render a correct return duly .
verified under oath, under such rules and ragu]ntxons as the
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~ Commissioner, with the approval of the Secretary, may

- prescribe, showing the names of customers for whom such

person has transacted any business, with such details as to
the profits, losﬁes, or other information which the Commis-
sioner may require, a8 to each of such customers, as will
enable the Commissioner to determine whether all income
tax due on profits or gains of such customers has been paid.
SEC. 160. COLLECTION OF FOREIGN ITEMS. .

All pei-sons undertaking as a matter of business or for
profit the collection of foreign peyments 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 prescribe;
and {vhoever knowingly undertakes to collect such payments
without having obtained a license therefor, or without com-
plying with such regulations, shall be guilty of a misde-
meanor and shall be fined not more than $5,000 or
imprisoned‘for not more than oné year, or both.

Supplement E-—Estgm, and ’l?mqts i
SEC. 161. IMPOSITION OF TAX.

(2) 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— .
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(1) ‘Income accumulated in trust for the benefit
“of unborn or unascertained persons or persons with
contingent interests, and income accumulated or held
for future distribution under the terms of the will or
trust,

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

(3) Income received by estates of deceased per-
sons during the period of administration or settlement
of the estate; and

(4) Income which, in the discretion of the fidu-
ciary, may be either distributed to the beneficiaries or
accumulated.

(b) 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 section
166 (relating to revocable trusts) and section 167 (relat-
ing to income for benéfit of the grantor). For return made
by beneficiary, see section 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— - - Y
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(a) There shall be allowed as a deduction’ (in'lieniof
the deduction for charitable, etc., contributions authorized
by section 234n}-(0)) any part of the gross income, without
limitation, which pursuant to the terms of the will or déed
creating the trust, is during the taxable year paid or per-
manently set aside for the purposes and in the manner speci-
fied in section 234m)(0}, or is to be used exclusively for
religious, charitable, scientific, literary, or educational pur-
poses, or for the prevention of cruelty to children or animals,
or for the establishment, acquisition, maintenance or opers-
tion of a public cemetery not operated for profit;

(b) There shall be allowed as an additional deduc-
tion in computing the net income of the estate or trust the
amount of the income of the estate or trust fér its taxable
year which is to be distributed currently by the fiduciary
to the beneficiaries, and the amount of the income collected
by a guardian of an infant which is to be held or distributed
as the court may dircct, but the amount so allowed as a
deduction shall be included in computing the net income’ of
the beneficiaries whether distributed to them or mot. Amy
amount allowed as a deduction under this paragraph shall not

be allowed as a deduction under subsection (o) of this section

~ in the same or any succeeding taxable year;

(c) In. the case of income received. by -estates 'of

- dpeseser] - persons during the period ' of -administration «or
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settlement of the estate, and in the case of iucome which,

.. in the discretion of the fiduciary, may be either distril_)uted

to the beneficiary or accumulated, there shall be allowed
as an additional deduction in oompuﬁng the net. income
of the estate or trust the amount of the income of the estate
or trust for its taxable year, which is properly paid or
credited during such yeer to any legatee, heir, or. beneficiary,
but the amount so allowed as a deduction shall be included
in computing the net income of the legatee, heir, or bene-
ficiary.
SEC. 163. CREDITS AGAINST NET INCOME,

(8) CrEpITS OF EsraTE OR TRUST.—For the purpose

of the normal tax and the surtax the estate or trust shall be

“allowed the same personal exemption as is allowed to a single |

person under section 26te} 25(b) (1), and, if no part of the
income of the estate or trust is included in computing the net
income of any legatee, heir, or b_eneﬁciary, then in addition
the same credits against net income for dividends and interest
as are allowed by section 25 (a) and {b}. | |

(b) OREDITS OF BENEFICIARY.—If any part of the
income!of an estate’'or trust is included in computing the
net income of any legatee, heir, or beneficiary, such legatee,
heir, or beneficiary shall, for the purpose of the normal tax,
be allowed as credits against et income, in addition to
the credits allowed to him under section 25, his- propor~
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- tionate share of such amounts of dividends and interest

specified in section 25 (a) and {b)- as are, under this Sup-

~.plement, required to be included in computing his net

income. Any remaining portion of such amounts specified
in section 25(a) amd +b) shall, for the purpose of the
normal tax, be allowed as credits to the estate or trust.

SEC, 164 DIEFERENT TAXABLE YEARS.

~ If the taxable year of a beneficiary is different from
that of the estate or trust, the amount which he is required,
under section 162 (b), to include in computing his net

income, shall be based upon the income of the estate or

“trust for any taxable year of the estate ov trust (whether

beginning on, before, or after January 1, 1934) ending
within his taxable year. |
SEC. 165, EMPLOYEES’ TRUSTS.

A trust created by an employer as & part of a stock
bonus, pension, or prefit-sharing plan for the exclusive
benefit of some or all of his employees, to which contribu-
tions are made by such employer, or employees, or both, for
the purpose of distributing to such employees the earnings
and prineipal of the fund accuraplaed by the trugt. ip, accord-
apce with such plan, shall not be taxable under section 161,

.. but the amount actually distributed or made available to
. any distributee shall be taxable to him in the year in which

so digtzibuted or made available o the extent that it exceedy

-



© W I D N s D DD =

%) I S v S S e S T O ey
gﬁ@wﬁowwq_mmpwwuo

154 |
the amounts paid in by him. 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.

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

(1) in the grantor, either 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 taxable
year shall be included in computing the net income of the
grantor.
SEC. 167, INCOME FOR BENEFIT OF GRANTOR.

. (a).i Where any part of the income of & trust—

(1) is, or in the discreticn of the grantor or of
any person not having a substantial adverse interest in

. the disposition of such part of the income may be, held
- - or accumulated for future distribution to the grantor; or
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(2) may, in the discretion of the grantor or of
any person not having a substantial adverse interest in
the disposition of such part of the income, be distributed
to the grantor; or
~(8) is, or in the discretion of the grantor or of
any person not having a substantial adverse interest in
the disposition of such part of the income may be,
applied to the payment of premiums upon policies of
insurance on the life of the grantor (except policies of
insurance irrevocably payable for the purposes and in
the manner specified in section 23 {a} (0), relating to
the so-called “charitable contribution ” deduction) ;
then such part of the income of the trust shall be included
in computing the net income of the grantor.

(b) As used in this section, the term “in the discre-
tion of the grantor "’ means ““ in the discretion of the grantor,
cithef alone or in conjunction with any person not having
a substantial adverse interest in-the disposition of the part
of the income in question .

SEGC. 168, CAPITAL NET GAINS AND LOSSES.

In the eave of an estate or trust; or of & beneficiary of

an estate or trust; the proper pars of cach share of the nel

. eapitel net gein; or capitel net loss; shall be determined

under rules and regulations te be preseribed by the Com-
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missioner with the approval of the Beeretary; apd shall be
seperately shown in the relurn of the estate or trust; and
shall be taxed to the benefloiary or to the esiate or trust es

" provided in this Supplement; but ot the retes and in the

manner provided in seetion 10i{a} and {(b); relating to
SEC. 170 168. 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 131.

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

Individuals carrying on business in partnership shall be
liable for income tax only in their individual capacity.
SEC. 182. TAX OF PARTNERS.

{6} GBNERAEL RotR—There shall be included in com-
puting the net income of each partner his distributive share,
whether distributed «r not, of the net income of the partner-
ship for the taxable year. B&Mbhyewdam
i different from that of the parinership; the ameunt se
ineluded chall be based upon the income of the partnership
for any taxablo year of the parinorship ending within hio



W a3 & Ot e O Y

DO DO DD et pmd bk bt ped ek bk ek pmm e
gwmocmqampww—oc

»

160
taxablo year: No paré of any loss disallowed to  partacrship
a8 o deduetion by seetion 28-(+)- shall be allowed ae o dedue-
tion to o member of such partnerchip in eomputing net
neomer
b} PARFNERSIEP YHAR EMBRAGING CALENDAR
¥BAns warH DiFreRENe Laws—I o fiscal yoar of o port-
nership begine in one ealondar year and ends in another
ealendar year; and the law applicable to the second ealendar
year io different frem the law applicable to the first ealendar
year; then ,
{1} the retes for the enlendar year during which
sueh fiseal yeor begins shall apply to an ameunt of each
portner's share of sich partnorship net ineome {deter-
mined under the law applicable te sueh ealendar yoar)
equal to the prepertien which the pert of sueh fiseal
year falling within sueh ealendar year bears to the fall
fiseal yeor; and
43} the rates for the enlendar year during which
sueh fiseal yoar ends shell apply to an amount of each
pariner's share of sueh partnership net ineome {delor-
mined under the law applicable 40 such calendar year)
equal to the propertion whieh tho part of cuch fiseal
year falling within sueh ealendar yeor bears to the fall
fiscal yeary
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hmmmmammmmmmmh
effeet for the mest recent calendar year shell be edded teo
the other ineome of the taxpayer subjeet to sueh rates and
the resulting mmount shell be plaeed in the lower braekets
of the rate sehedule epplieable to sueh year; and the pert
of sueh ineome subject to the rates in effeet for the next
preeeding ealendar year shall be placed in the next higher
brackete of the rate schedule applicable to sueh yeer:

SEC. 183. COMPUTATION OF PARTNERSHIP INCOME.

The net income of the partnership shall be computed
in the same manner and on the same basis as in the cuse
of an individual—exeeps thut the se-called = eharitable con-
be allewed.

SEC. 184 CREDITS AGAINST NET INCOME.
The partuer shall, for the purpose of the normal tax,

be allowed as a credit against his net income, in addition

to the credits allowed to him under section 25, his propor-

tionate share of such amounts (not in exccss of the net in-
come of the parhwrsl:ip) of dividends and interest specified
in section 35 (a) and {h} as are received by the partnership.
SEC. 185. EARNED INCOME.

In the case of the members of a partnership the proper
part of each share of the net income which consists of

carned income shall be determined under rules and regula-
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tions to be prescribed by the Commissioner with the approval
of the Secretary and shall be separately shown in the return
of the partnership and shall be taxed to the member s
provided in this Supplement.
BEG, 186 CARITAL NET GAINS AND LOBSES.

In the ease of the members of o parinership the proper
part of each share of the net ineome which eensiste; respee-
tively; of ordinary net ineoine; eapital nel gain; or eapital
net loss; shall be determined under the rules and regulations
to be preseribed by the Cemmiscioner with the approval
of the Beerctary; and shall be separately showsn in the
return of the parinership and shall be taxed to the membor
a8 provided in this Supplement; but at the retes and in
the meunner provided in seetior 10i-{a)} and {b}; relating
to eapital net gains and losses:

SEC.VlGB 186. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

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

SEC. 189 187. PARTNERSHIP RETURNS.

Every partnership shall make a return for each taxable

year, stating specifically the items of its gross income ;md
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the deductions allowed by this title, and shall include in the
return the naines and addresses of the individuals who would
be eatitled to share in ths net income if distributed and the
amount of the distributive share of each individual. The
return shsll be sworn w0 by any one of the partners.
SEC. 188. DIFFERENT TAXABLE YEARS OF PARTNER AND
PARTNERSHIP.

(a) GENERAL RULE—If the tazable year of a
partner 18 different from that of the partnership, the distribu-
tive share of the net income of the partnership to be included
in oomputing the net income of the partner for his lazable
year shall be based upon the nel income of the partnership
for any tazable year of the partnership (whether beginning
on, before, or afler January 1, 1934) ending within the
tazable year of the partner.

(b) PARINERSHIP YEARS BEGINNING 11;7 1933.—
For the purpose of compuling the net income of a pariner
for a tazable year beginning after December 31, 1933, the -
parinership net income for any tazable year of the pariner-
ship beginm'ng(be/orc January 1, 1934, shall be computed
under. the Revenuo det of 1932, without regard to seclions
101 and 186 thereof (relating to capital net gain and capital
net loss) but as if section 117 of this Act (except subsection
(d) thereof) had formed a part of Title I of the Revenue
Adl of 1952.
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Supplement G—Insurance Companies
SEC. 201. TAX ON LIFE INSUi!ANCE COMPANIES.

(a) DEFINITION.—When used in this title the term
“life insurance company ”’ means an insurance company
fulfillment of such contracts comprise more than 650 per
engaged in the business of issuing life insurance and annuity
contracts (including contracts of combined life, health, and
aocident insurance), the reserve funds of which held for the
centum of its total reserve funds.

(b) RaTte oF Tax.—In liea of the tax imposed by
section 13, there shall be levied, collected, and paid for each
taxable year upon the net income of every life insurance
company & tax as follows:

(1) In the case of a domestic life insurance
company, 184 per centum of its net income;

(2) In the case of a foreign life insurance
company, 134 per centum of its net income from |
sources Within the United States.

(For addition to rate in case of consolidated returns, see
section 141.) |
8EC. 202. GROSS INCOME OF LIFE INSURANCE COMPANIES.

(a) In the case of a life insurance company the term

“ gross income "’ means the gross amount of income received

during the taxable year from interest, dividends, and rents.
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(b) The term “reserve funds required by law”
includes, in the case of assessment insurance, sums actually
deposited by any company or association with State or Ter-
ritorial officers pursuant to law as guaranty or reserve funds,
and any funds maintained under the charter or articles of
incorporation of the company or association exclusively for
the payment of claims arising under certificates of member-
ship or policies issued upon the assessment plan and not
subject to any other use.
SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.

(a) GENERAL RULE.—In the case of a life insurance
company the term “ net income ” means the gross income
less—

(1) Tax-rree INTEREST,—The amount of inter-
est received during the taxable year which under section
23(b}- is exempt 22(b)(4) is exempl lo a corporation
from the taxes imposed by this title;

(2) ReserveE FUNDS~—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 taxable
year, except that in the case of any such reserve fund
which is computed at a lower interest assumption rate,
the rate of 34 per centum shall be substituted for 4 per
centum. Lify insurance companies issuing policies cov-

ering life, health, and accident insurance combined in
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oné policy issued on the weekly premium payment plan,
continuing for life and not subject to cancellation, shall
be allowed, in addition to the above, a deduction of 3%
per centum of the mean of such reserve funds (not
*required by law) held at the beginning and end of the
taxable year, as the Commissioner finds to be necessary
for the protection of the holders of such policies only;
(3) DivipeNDs,—The amount received as divi-
dends A) from a domestic corporation which is
subject to taxation under this title, other than a corpora-
tion entitled to the benefits of section 251, and other
than a corporation organized under the China Trade
Act, 1922;er {B}) from any foreign eorporation when
i is shown to the catisfaectien of the Commissioner
thet more than 60 per eentun of the grese ineome of
ending with the elese of ite tanable yoar preceding the
deelaration of such dividends {or for such part of maech
period as the foreign corperation has been in existenee)
was desived from soureos within the United States as

determined under seetion W@y
(4) RESERVE POR DIVIDENDS.—An amount
equal to 2 per centum of any sums held at the end of
the taxable year as a reserve for dividends (other than
dividends payable during the year following the taxable

J. 41951—11
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year) the payment of which Is deferred for a period
of not less than five years from the date of the policy
oontract;

(5) INVESTMENT EXPENSES.—Investmenut ex-
penses paid during the taxable year: Provided, That
if any general expenses are in part assigned to or
included in the investment expenses, the total deduc-
tion under this paragraph shall not exceed one-fourth
of 1 per centum of the book value of the mean of the
invested assets held at the beginning and end of the
taxable year;

(6) RBAL ESTATE EXPENSES.—Taxes and other
expenses paid during the taxable year exclusively upon
or with respect to the real estate owned by the com-
pany, not including taxes assessed against local vene-
fits of a kind tending to increase the value of the prop-
erty assessed, and not including any amount paid out
for new buildings, or for permanent improvements or -
betterments made to increase the value of any property.
The deduction allowed by this paragraph shall be
allowed in the case of taxes imposed upon a shareholder
of & o:mpany 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 such taxes; .
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(7) DEPRECIATION.—A. reasonsble allowance,
as provided in section 23(1), for the exhaustion, wear
and tear of property, including a reasonable allowance
for obsolescence; and

(8) INTEREST.—AIll interest paid or acerued
within the taxable year on its indébtedness, except on
indebtedness incurred or continued to purchase or carry,
or the proceeds of which were used to purchase or carry,
obligations er seeusities (other than obligations of the

United States issued after September 24, 1917, and

originally subscribed for by the taxpayer) the interest

upon which is wholly exempt from taxation under this
title.

(b) BRENTAL VALUE OF REAL ESTATE.—The deduc-
tion under subsection (a) (8) or (7) of this section on
account of any real estate owned and occupied in whole or
in part by a life insurance company, shall be limited to an
amount which bears the same ratio to such deduction (com-
puted without regard to this subsection) as the rental value
of the space not so occupied bears to the rental value of the
entire property. T I LT L

(c) ForrigN Live INsURANCE COMPANIES.—In the
case of a foreign lifé insurance company the amount of its
net income for any taxable year from sources within the

United States shall be the same proportion of its net incomo
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for the taxable ycar from sources within and without the
United States, which the reserve funds required by law and
held by it at the end of the taxable year upon business
transacted within the United States is of the reserve funds
held by it at the end of the taxable year upon all business
transacted.

SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR

MUTUAL.

@® @ I & S P W 2 =

(a) IMrosiTION OF TAX.—In licu of the tax imposed
10 by scction 13 of this title, there shall be levied, collected,
11 and prid for cach taxable year upon the net income of every
12 insurance company (other than a life or mutual insurance

13 company) a tax as follows:

14 (1) In the case of such a domestic insurance cown-
15 pany, 134 per centum of its net income;

16 (2) In the case of such a foreign insurance com-
17 pany, 134 per centum of its net income from sources
18 within the United States.

19 (For addition to rate in case of consolidated returns,
20  see section 141. )

21 (b) ‘DEerFINITION OF INCOME, ETO,—In the case of an

23 insurance company subject to the tax imposed by this
23 seotipn-—~
24 (1) Gross INOOMB.—* (russ income” means

2b the sum of (A) the combined gross amount earned .
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during the taxable year, from investment income and.
from underwriting income as provided in this subsection,
computed on the basis of the underwriting and invest-
ment exhibit of the annual statement approved by the
National Convention of Insurance Commissioners, and
(B) gain during the taxable year from the sale or other
disposition of property, and (0) all other items
constituting gross income under section 22;

(2) Ner 1NcoMe—*“ Net income” means the
gross income as defined in paragraph (1) of this sub-
section less the deductions allowed by srbsection (c) of
this section;

(3) INVESTMENT INCOME.—" Investment in-
come ” means the gross amount of income earned
during the taxable year from interest, dividends, and
rents, computed as follows:

To all interest, dividends and rents received dur-
ing the taxable year, add interest, 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 " means the premiums earned on insurance con-
tracts during the taxable year less losses incurred and

expenses incurred ;
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(5) PREMIUMS EABNED.— Premiums earncd
on insurance contracts during the taxable year ” means
an amount computed as follows:

From the amount of gross premimﬁs written on
insurance contracts during the taxable year, deduct
return premiums and premiums paid for reinsurance.
To the result so obtained add unearned premiums on
outstanding business at the end of the preceding taxable
year and deduct unearned premiums on outstanding
business at the end of the taxable year;

(8) Losses INOURRED.—" Losses incurred ”
means losses incurred during the taxable year on insur-
ance contracts, computed as follows:

To losses paid during the taxable year, add sal-
vage 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) EXPENSES INOURRED.—" Expenses incurred ”’
means all expenses shown on the annual statement
approved by the National Convention of Insurance
Commissioners, and shall be computed as follows;
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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 which are not
allowed as deductions by subsection (c) of this section.

(c) DepucrioNs 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 23 (a) ;

(2) All interest as provided in section 23 (b) ;

(3) Taxes as provided in section 23 (o) ;

(4) Losses incurred as defined in subsection
(b) (6) of this section;

(5) Tweees Subject to the limitation contained in
section 117(d), losses sustained during the taxable year
from the sale or other disposition of property;

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

(1) The amount received as ividends from cor-

porations as provided in section 23 (p) ;
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(8) The amount of interest earned during the
taxahle vear which under section 22 (b) (4) is exempt
to a corporation from the taxes imposed by this
titleand the amount of interest allowed ao 6 eredit
under seetion 26;

(9) A reasonable allowance for the exhaustion,
wear and tear of property, as provided in section
234H-(1).

(d) DEpucrionNs oF FOREIGN CORPORATIONS.—In
the case of a foreign corporation the deductions allowed in
this section shall be allowed to the cxtent provided in
Supplement 1.

(e} DousLE DepucrioNs.—Nothing in this section
shall be construed to permit the same item to be twice
deducted.

SEC. 206 205. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

The amount of income, war-profits, and excess-profits
taxes imposed by foreign countries or possessions of the
United States shall be allowed as a credit against the tax of
a domestic insurance company subject to the tax imposed by
section 201 or 204, to the extent provided in the case of a
domestic corporation in section 131, and in such cases “ net
income ” as used in that section means the net income as

defined in this Supplement.
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SEC. 207 206. COMPUTATION OF GROSS INCOME.

The grosé income of insurance companies subject to the
tax imposed by section 201 or 204 shall not be determined
in the manner provided in section 119.

SEC. 208 207. MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE.

(a) AppPLICATION oOF TiTLE—Mutual insurance
companies, other than life insurance companies, shall he
tuxable in the same mauner as other corporations, except as
hereinafter provided in this section.

(b) Gross IncoME.—Mutual marine-insurance conr
panies shall include in gross income the gross premiums
collected and received by them less amounts paid for
reinsurance.

(¢) Drvverions.—In addition to the deductions
allowed to corporations by section 23 the following deduc-
tions to insurance companies shall also be allowed, unless
otherwise allowed—

(1) MUTUAL INSURANCE COMPANIES OTHER

THAN LIFE INSURANCE.—In the case of mutual insur-

ance companies other than life insurance companies—

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

(including in the case of assessment insurance
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companies the actual deposit of sums with Btate

or Territorial officers pursuant to law as additions

to guarantee or reserve funds) ; and

(B) the sums other than dividends paid
within the taxable year on policy and annuity
contracts. |

(2) MuTUAL MARINE INSUBANOE OOM-
PANIES,—In the case of mutual 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-
miums previously paid by them, and interest paid upon
such amounts between the ascertainment and the
payment thereof;

(3) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE AND MARINE.—In the case of mutual insur-
ance companies (including interinsurers and reciprocal
underwriters, but not including mutual lifp or mutual
marine insurance companies) requiring their members
to make premium deposits to provide for losses and
expenses, the amount of premium deposits returned to
their policyholders and the amount of premium deposits
retained for the payment of losses, expenses, and

reinsurance réserves,
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Supplement H—Nonresident Alien Individuals
S8EG, 211, NORMAL TAX.

{0} GuNBRAT, RoLb—In the ease of o nonresident
alien individual whe i8 not o resident of & eontiguous eountry;
the normal tax shall be 8 per eentum of the ameunt of the
nel ineome in eoxeess of the eredite ageinst net ineome
allewed to sueh individual

{b) Atzens Rusipene B Conpratous CouvN-
sRie—In the ease of an olien individunl resident in o
eontiguous eountry; the nermal tax shell be an umeunt
eqund to the sum of the follewing:

{5 4 per eentum of the emeunt by which the
part of the net ineeme attributable to wages; salaries;
professional fees; oF other amounts received a9 eompen-
sation for personal services eetuslly performed in the
United States; exeeeds the personnl exemption and
eredit for dependents; bub the ameunt taxable at sueh
4 per eentumn rate shall not exceed $4;000; and

42} 8 per eentun of the ameunt of the net income
in exeess of the sum of {A) the ameunt texed under
paragraph (1) of this subseetion plus (B} the tetel
eredite against net income allowed to sueh individuals
{6} In Linv o Nons Tax Unpun Sterron H—

The tex impesed by this section shull be in lieu of the normel
tax imposed by seetior Hy
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SEC. 312 211. GROSS INCOME.

(a) GENERAL RULE.—In the case of a nonresident
alien individual gross income includes only the gross income
from sources within the United States.

- (b) Suirs UNDER FOREIGN FLAG.—The income of a
nonresident alien individual which consists exclusively of
earnings derived from the operation of a ship or ships docu-
mented under the laws of a foreign country which grants an
equivalent exemption to citizens of the United States and to
corporations organized in the United States, shall not be
included in gross income and shall be exempt from taxation
under this title.

SEC. 213 212. DEDUCTIONS.

(n) GENERAL RULE.—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 apportionment and
allocation of the deductions with respect to sources of income
within and without the United States shall be determined as
provided in section 119, under rules and regulations pre-
scribed by the Commissioner with the approval of the
Secretary.

(b) Losses—

(1) The deduction, for losses not connected with

the trade or business if incurred in transactions entered
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into for profit, allowed by section 23 (e) (2) shall be

allowed whether or not connected with income from

sources within the United States, but only if the profit,
if such transaction had resulted in a profit, would be
taxable under this title.

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

(¢) CHaritaBLE, Erc., CoNTRIBUTIONS.—The so-
called “ charitable contribution” deduction allowed by
section 2348)-(0) shall be allowed whether or not connected
with income from sources within the United States, but only
as to coutributions or gifts made to dowestic corporations,
or to community chests, funds, or foundations, created in the
United States, or to the vocational rehabilitation fund.
SEC. 2i4 213, CREDITS AGAINST NET INCOME.

In the case of a wuonresident alien individual the
personal e\xemption allowed by section 384e} 25(b) (1) of
this title shall be only $1,000. The credit for dependents
allowed by section 2644} 25(b)(2) shall not be allowed
in the case of a nonresident alien individual unless he is a

resident of a contiguous country.
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SEC. 216 214. ALLOWANCE OF DEDUCTIONS AND CREDITS.

(a) RETURN TO CONTAIN INFORMATION.—A non-
resident alien individual shall receive the benefit of the
deductions 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;
including therein all the information which the Commis-
sioner may deem necessary for the calculation of such
deductions and credits.

(b) Tax WiTHHELD AT S0URCE.—The benefit of the
personal exemption and credit for dependents, and of the
redueed rate of tax provided for in seetion 2H{b}; may, in
the discretion of the Commissioner and under rcgulations
prescribed by him with the approval of the Secretary, bo
received by a nonresident alien individual entitled thereto,
by filing a claim therefor with the withholding agent.

SEC. 218 215. CREDITS AGAINST TAX.

A nonresident alien individual shall not be allowed the
credits against the tax for taxes of foreign countrics and
possessions of the United States allowed by scction 131.
SEC. 247 216. RETURNS.

In the case of a nonresident alien individual the return,
in lieu of the time prescribed in section 53 (a) (1), shall
be made on or before the fifteenth day of the sixth month
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following the olose of the fiscal year, or, if the return is
made on the basis of the calendar year, then on or before
the fifteenth day of June.
SEC. 318 217. PAYMENT OF TAX.

(a) TrME OF PAYMENT.—In the case of a nonresident
alien individual 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 ﬁscﬂ year, then on the fifteenth day of the
sixth month following the close of the fiscal year.

(b) WrrnnoLpiNG AT SOURCE.—For withholding at
source of tax on income of nonresident aliens, see section
143,

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

(a) GENERAL RULE.—In the case of a foreign cor-
poration gross income includes only the gross income from
sources within the United States.

(b) Snures UNper ForeiGN Frag.—The income of a
foreign corporation, which consists exclusively of earnings
derived from the operation of a ship or ships documented
under the laws of a foreign country which grants an equiva-
lent exemptio.. to citizens of the United States and to cor-
porations organized in the United States, shall not be
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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 allowed only if and to the extent that they are connected
with income from sources within the United S_tates; and the
proper apportionment and allocation of the deductions with
respect to sources within and without the United States shall
be determined as provided in section 119, under rules and
regulations prescribed by the Commissioner with the approval
of the Secretary.

SEC. 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 and
accurate return of its total income received from all sources
in the United States, in the manner prescribed iu this title;
including therein all the information which the Comumis-
sioner may deemn necessary for the calculation of such deduc-
tions and credits.

SBC. 284 CREDIF¥S AGAINST TAX.

Foreign corporations shall not be allowed the credits

against the tax for taxes of forcign countries and possessions

of the United States allowed by section 131.
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SEC. 235. RETURNS.
In the case of a foreign corporation not. having any
office or place of business in the United States the return,
in lieu of the time prescribed in section 53 (a) (1), skall be

made on or before the fifteenth day of the sixth month fol-

lowing the close of the fiscal year, or, if the return is made

on the basis of the calendar year then on or before the
fifteenth day of June. If any foreign corporation has no
office or place of business in the United States but has an
agent in the United States, the return shall be made by the
agent.

SEC.. 236. PAYMENT OF TAX.

(a) TiMe or 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 sectivn 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) WrrnuOLDING AT SoukcB.—For withholding at
source of tax on income of foreign corporations, sce

section 143,
J. 41951——-12
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SEC. 237. FOREIGN INSURANCE COMPANIES. ;

‘For special provisions relating to foreign insurance
companies, see Supplement (. |
SEC. 238. AFFILIATION.

A foreign corporation shall not be deemed to he
affiliated with any other corpocation within the meuning
of section 141.

Supplement J—Possessions of the United States
SEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS

. OF UNITED STATES.

(a) GENERAL RULE.—In the case of citizens of the

United States or domestio corporations, satisfying the follow-

ing conditions, gross income means only gross income from

" sources within the United States—

(1) If 80 per centum or more of the gross income

- of such citizen or domestic corporation (computed with-

out the benefit of this section) , for the three-year period

immediately preceding the close of the taxable year

(or for such part of such period imnediately preceding

the close of such taxable year as may be applicable)

~ was derived from sources within a possession of the
United Btates; and

(2) If, in the case of such corporation, 50 per

centum or more of its gross income (computed withous
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the benefit of this section) for such period or such part
thercof was derived from the active conduct of a trade
or business within a possession of the United SW; or
(8) If, in case of such citizen, 50 per centum or

more of his gross income (computed without the bene-
fit of this section) for such period or such part thereol
was derived from the active conduct of a trade or busi-

- ness within a possession of the Urited States either on
his own account or as an employee or agent of another.

(b) AMounTs RECEIVED IN UN1TED STATES.—Not-

. withstanding the provisions of subsection (a) there shall be

included in gross income all amounts received by such citi-
zens or corporations within the United States, whether de-
rived from sources within or without the United States.
(¢) DEFINITION.—As used in this section the term
“-possession of the United States” does not include the
Virgin Islands of the United States.
(d) DrpucrioNs.—
(1) Citizens of the United States entitled to the
benefits of this section shall have the same deductions
as are allowed by Supplement H in the case of a
nonresident s;lien individual.
(2) Domestic corporations entitled to the benefits

of this section shall have the same deductions ss are
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allowed by Supplement I in the case of a foreign

corporation.

(e) CrebiTs AGAINST NET INCOME.—A citizen of
the United States entitled to the benefits of this section shall
be allowed a personal exemption of only $1,000 and shall
not be allowed the credit for dependents provided in section
25+d} 25(b)(2).

(f) ALLowaNceE oF DEpucTiONs 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 causing 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

Commissioner may deem necessary for the calculation of

‘such deductions and credits.

(g) Crepits AGAINST TAx.—Persons entitled to the -
benefits of this section shall not be allowed the credits against
the tax for taxes of foreign countries and possessions of the

United States allowed by section 131,

(h) AFFILIATION.—A corpbration entitled to the
benefits of this section shall not be deemed to bo affiliated
with any other corporation within the meaning of sec-

tion 141.
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SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

(8) Any individual who is a citizen of any possession
of the United Btates (but not otherwise a citizen of the
United States) and who is not a resident of the United
Btates, 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 same conditions as in the case of

e - T S e RN

other persons who are taxable only as to income derived

from such sources.
(b) Nothing in this section shail be construed to alter

Sk ek e
D = O

or amend the provisions of the Act entitled “An Act making

appropriations for the naval service for the fiscal year ending

—t
o

June 30, 1922, and for other purposes,” approved July 12,

b
o

1921, relating to the imposition of income taxes in the

Virgin Islands of the United States.
Supplement K—China Trade Act Corporations

Pt Pomd ——d
-3 <N [

SEC. 261. CREDIT AGAINST NET INCOME,

-t
0. o)

(a) Arrowanos or CrepiT.—For the purpose only

—
<o

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

o
<o

to
[y

the case of a corporation organized under the China Trade
22 Act, 1922, in eddition to the eredit provided in seetisn 26; a
23  credit against the net income of an amount equal to the
24 proportion of the net income derived from sources within

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

M
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section 119) which the par value of the shares of stock of the
corporation owned on the last day of the taxable year by (1)
persons resident in China, the United States, or possessions
of the United States, and (2) individual citzens of the
United States or China wherever resident, bears to the par
value of the whole number of shares of stock of the corpora-
tion outstanding on such date: Provided, That in no case
shall the amount by which the tax imposed by section 13 is
¢iminished by reason of such credit exceed the amount of the
special dividend certified under subsection (b) of this section.

(b) SpeciaL DivipeNp.—Such credit shall not he
ullowed unless the Secretary of Commerce has certified to
the Commissioner—

(1) The amount which, during the year ending
on the date fixed by law for filing the return, the cor-
poration has distributed as a special dividend to or for
the benefit of such persons as on the last day of the
taxable year were resident in China, the United States,
or possessions of the United States, or were individual
citizens of the United States or China, and owned
shares of stock of the corporation;

(2) That such special dividend was in addition
to all other amounts, payable or to be payable to such
persons or for their benefit, by reason of their interest

in the corporation; and
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(3) That such distribution has been nade to or
for the benefit of such pe.rsnns i proportion to the par
value of the shares of stock of the corporation owned
by eachi; except that if the corporation bas more than
one cluss of stock, the certilicates shall contain a sate-
ment that the articles of incorporation provide a method
for the apportivument of such special dividend among
such persous, and that the anount certified has been
disiributed in accordance with the method so provided.

(¢) OwNERsuip OF S10cK.—For the purposes of this
section shares of stock of a corporation shali be considered
to be owned by the person in whom the equitable right to
the income from such shares is in good faith vested.

(d) DEFINITION OF CHINA.—As used in this section.
the term “ China ” shall have the same meaning as when-
used in the China Trade Act, 1922,

SEC. 262. CREDITS AGAINST THE TAX.

A corporation organized under he China Trade Act,.
1922, shall not be allowed the credits against the tax for.
taxes of foreign countries and possessions of the United :
States allowed by section 131,
SEC. 263. AFFILIATION.

A corporation organized under the China Trade Act, :
1922, shall not be deemed to be affiliated with any other .

corporation within the meaning of section 141.
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SEC. 264 INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, sce
section 116,
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 exceeds the amount shown as the tax by the tax-
payer upon his return; but the amount so shown on the
return shall first be increased by the amounts previously
assessed (or collected without assessment) as a deficiency,
and decreased by the amounts previously abated, credited,
refunded, or otherwise repaid in respect of such tax; or

(b) If no amount is shown as the tax by the tax-
payer upon his return, or if no return is made by the tax-
payer, then the amount by which the tax exceeds the
amounts previously assessed (or collected without assess-
ment) as a deficiency; but such amounts previously assessed,
or collected without assessment, shall first be decreased
by the amounts previously abated, credited, refunded, or
otherwise repaid in respect of such tax.
SEC. 272. PROCEDURE IN GENERAL.

(a) PeriTioN TO BoARD OF TAX APPEALS.—If in

the case of any taxpayer, the Commissioner determines that
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1 there is a deficiency in respect of the tax imposed by this title,
the Commissioner is authorized to send notice of such defi-

ciency to the taxpayer by registered mail. Within 60 90

B W N

days after such notice is mailed (not counting Sunday as
the sixtieth ninetieth day), the taxpayer may file a petition
with the Board of Tax Appeals for a redetermination of the
deficiency. No assessment of a deficiency in respect of the
tax imposed by this title and no distraint or proceeding in

court for its collection shall be made, begun, or prosecuted

®w o L Y ~ - -

10 until such notice has been mailed to the taxpayer, nor until
11 the expiration of such 66-day 90-day period, nor, if a petition
12 has been filed with the Board, until the decision of the Board
13 has become final. Notwithstanding the provisions of section
14 3224 of the Revised Statutes the making of such assessment
15 or the beginning of such proceeding or distraint during
16 the time such prohibition is in force may be enjoined by a -
17 proceeding in the proper court.

18 For exceptions to the restrictions imposed by this sub-

19 section, see—

20 (1) Subsection (d) of this section, relating.to
21 waivers by the taxpayer;

22 (2) Subsection (f) of this section, relating to
23 notifications of mathematical errors appearing upon

24 the face of the return;
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(3) Section 273, relating to jeopardy assessments;

(4) Section 274, relating to bankruptcy and
receiverships; and

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

(b) CoLLecTION OF DEFICIENCY FOUND BY
Boarp.—If the taxpayer files a petition with the Board, the
entire amount redetermined as the deficiency by the decision
of the Board which has become final shall be assessed and
shall be paid upon notice and demand from the collector.
No part of the amount determined as a deficiency by the
Commissioner but disallowed as such by the decision of the
Board which has hecome final shall he assessed or be col-
lected by distraint or hy proceeding in court with or without
assessment.

(¢) FaiLure 10 FiLE PETITION.—If the taxpayer
does not file a petition with the Board within the time -
preseribed in subsection (a) of this section, the deficiency,
notice of which has been mailed to the taxpayer, shall be
assessed, and shall he paid upon notice and demand from
the collector.

(d) Waiver oF RestricTIONS.—The taxpayer shall

at any time have the right, by a signed notice in writing filed
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- with the Commissioner, to waive the restrictions provided

in subsection (a) of this section on the assessment and collec-

"~ tion of the whole or any part of the deficiency.

(e) INCREAsE or DEericiENcy ArTER NOTICE
MaiLep.—The Board shall have jurisdiction to redetermine
the correct amount of the deficiency even if the amount so
redcternined is greater than the amount of the deficiency,
notice of which has heen 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.

(f) FurrHer DEFICIENCY LETTERS RESTRICTED.—
If the Commissioner has mailed to the taxpayer notice of a
deficiency as 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
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. If the taxpayer is notified that, on account of &

mathematical error appearing upon the face of the return,

an amount of tax in excess of that shown upon the return
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is due, and that an assessment of the tax has been or will be
made on the basis of what would have been the correct
amount 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 assessment
and collection until notice of deficiency has been mailed, or
of section 322 (c), prohibiting credits or refunds after peti-
tion to the Board of Tax Appeals) 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 provisions of subsection (a)
of this section.

(g) JurisprcTION OVER OTHER TAXABLE YRARS.—
The Board in redetermining a deficiency in rcspect 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 bave no jurisdiction to determine whether or not the
tax for any other taxable year has been overpaid or
underpaid.

(h) FiNAL DEo1sIONs OF BoARD.—For the purposes
of this title the date on which a decision of the Board becomes
final shall be determined according to the provisions of
section 1005 of the Revenue Aot of 1926.
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(i) PBORATING OF DEFIOIENCY TO INSTALL-
MENTS.—If the taxpayer has elected to pay the tax in
installments and a deficiency has been assessed, the defi-
cieucy shall be prorated to the four installments. Except
as provided in section 273 (relating to jeopardy assess-
ments) , that part of the deficiency so prorated to any install-
ment the date for payment of which has not arrived, shall
be collected at the same time as and as part of such install-
ment. That part of the deficiency so prorated to any
installment the date for payment of which has arrived, shall
be. paid upon notice and demand from the collector.

(}) ExTENsioN oF TIME FOB PAYMENT oF DEFI-
CIENCOIES.—Where it is shown to the satisfaction of the
Commissioner that the payment of a deficiency upon the
date prescribed for the payment thereof will result in undue
hardship to the taxpayer the Commissioner, with the ap-

.pn.)val of the Secretary (except where the deficiency is

due to negligence, to intentional disregard of rules and
regulations, or to fraud with 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 excess of twelve months. If an extension is granted, the
Commissioner may require the taxpayer to furnish a bond

in such amount, not exceeding double the amount of the
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deficiency, and ‘with such suretics, as the Commissioner
deems necessary, conditioned upon the payment of the
deficiency in accordance with the terms of the extension.
(k) ApvRESS FoR NoTich oF DEFICIENCY.—In the

ahsence of noiice to the Commissioner under section 312 (a)

“of the existence of a fiduciary relationship, notice of a defi-

ciency in respect of a tax imposed by this title, if mailed to
the taxpayer at his last known address, shall be sufficient
for the purposes of this title even if such taxpayer is deceased,
or is under a lega~l disability, or, in the case of a corporation,
has terminated its existence.

SEC. 273. JEOPARDY ASSESSMENTS.

(a) AvutHORI?Y FOB MAKING.—If the Commissioier
believes that the assessment or collection of a deficiency will
be jeopardized by delay, he shall immediately assess such
deficiency (together with all interest, additional amounts, or
additions to the tax provided for by law) and ﬁotiée and
demand shall be made by the collector for the payment -
thereof. ‘

(b) DEFICIENCY LETTERS.—-If the jeopardy assess-
ment is made before any notice in respect of the tax to which

the jeopardy assessment relates has been mailed under sec-

" tion 272(a), then the Commissioner shall mail a notice

under such subsection within sixty days after.the niaking of

the assessment.. . - - o Lo
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: "+ (¢) AMOUNT AsskssABLE BEFORE DEOISION . OF

- BoarD.—The jeopardy assessinent may be made in respect

of a deficiency greater or less than that notice of which has
been mailed to the taxpayer, (iespite 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 ASSESSABLE AFTER DECISION - OF
Boarp.—If the jeopardy assessment is made after the deci-
sion of the Board is rendered such assessment may be made
only in respect of the deficiency determined by the Boaid
in its decision.

. (e) ExPIRATION OF RIGHT TO ASSESS.—A jeopardy
assessment may not be made after the decision of the Board
has become final or after the taxpayer has filed & petition
for review of the decision of the Board.

.. (f) Boxp 10 BraY CoLLEOTION.—When a jeopardy
assessment has been made the taxpayer, within 10 days

after notice and demend from the collector for the pay-
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ment of the amount of the assessment, may obtain a stay
of collection of the whole or any part of the amount of
the assessment by filing with the collector a bond in such
amount, not exceeding double the amount as to which the
stay is desired, and with such suretieg, as the collector
deems necessary, conditioned upon the payment of so much
of the amount, the collection of which is stayed by the
bond, as is not abated by a decision of the Board which
has become final, together with interest thereon as provided
in section 297. ‘

(g) Same—Fusraer CoNpitioNs.—If the bond is
given before the taxpayer has filed his petition with the
Board under section 272(a), the bond shall contain a
further 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 notice and demand at auy time after the expiration
of such period, together with interest thereon at the rate
of 6 per centum per annum from the date of the jeopardy
notice and demand to the date of notice and demand under
this subseoction.

(h) Warver oF StaY.—Upon the filing of the bond
the collection of so much of the amount assessed as is cov-

ered by the bond shall be stayed. The taxpayer shall have

the right to waive such stay at any time in respect of the
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whole or any part of the amount covered by the bond, and
if as a result of such waiver ary part of the amount covered
by the bond is paid, then the bond shall, at the request of

the taxpayer, be proportionately reduced. If the Board

Sv b W DN =

determniues that the amount assessed is greater than the
¢ amount which should have been assessed, then when the

decision of the Board is rendered the bond shall, at the

-3

g request of the taxpayer, be proportionately reduced.

9 (i) CorrecrioNn oF UNpAID AMOUNTS.—When the
(o petition has been filed with the Board and when the amount
(1 which should have been assessed has been determined by a
12 decision of the Board which has become final, then any
13 unpuid portion, the collection of which has been stayed by
14 the hond, shall be collected as part of the tax upon notice
15 and demand from the collector, and any remaining portion
16 of the assessment shall be abated. If the amount already
17 collected exceeds the amount determined as the amount
18 which should have been assessed, such excess shall be
19 credited or refunded to the taxpayer as provided in section
20 322, without the filing of claim therefor. If the amount
21  determined as the amount which should have been assessed
‘)‘). is greater than the amount actually assessed, then the dif-
23 ference shall be assessed and shall be collected as nart of the
24 tax npon notice and demand from the collecter,

J. 41951—13
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(j) CrArMs IN ABATEMENT.—No claim in abatement
shall be filed in respect of any assessment in respect of any
tax imposed by this title.

SEC. 274. BANKRUPTCY AND RECEIVERSHIPS,

(a) IMMEDIATE AsskssMENT.—Upon the adjudica-
tion of bankruptey of any taxpayer in any bankruptcy pro-
ceeding or the appointment of a receiver for any taxpayer
in any receivership proceeding before any court of the
United States or of any State or Territory or of the District
of Columbia, any deficiency (togetuecr with all interest, addi-
tional amounts, or additions to the tax provided for by law)
determined by the Commissioner in resl;ect of a tax imposed
by this title upon such taxpayer shall, despite the restrictions
imposed by section 272 (a) upon assessmenis be imnmediately
assessed if such deficiency has not theretofore been assessed
in accordance with law. In such cases the trustee in bank-
ruptcy or recewer shall give nolice in writing to the Com-
missioner of the adjudication of bankruptcy or the appoint-
ment of the receiver, and the running of the statute of limi-
tations on the making of assessments shall be suspended
for the period from the date of adjudication in bankruptcy
or the appointment of the recewer to a date 30 days after
the date upon which the notice from the trustee or receiver
18 recewed by the Commissioner; but the suspension under

this sentence shall in no case be for a period in excess of
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two years. Claims for the deficiency and such in-
terest, additional amounts and additions to the tax may be
presented, for adjudication in accordance with law, to the
court before which the bankruptey or receivership proceeding
is pending, despite the pendency of proceedings for the rede-
termination of the deficieney in pursuance of a petition to the

Board; but no petition for any such redetermination shall be

WL T STt B O N ke

filed with the Board after the adjudication of bankruptey or

the appointment of the receiver.

2

(b) Unram CraiMs.—Any portion of the claim

—
_—
-

i1 allowed in such bankruptey or receivership proceeding
12 which is unpaid shall be paid by the taxpayet" upon notice
13 and demand from the collector after the termination of such
14 proceeding, and may be collected by distraint or proceeding
15 in court within six years after termination of such proceed-
16 ing. Extensions of time for such payment may be had in
17 the same manner and subject to the same provisions and
18 limitations as are provided in section 272 (j) and section
19 296 in the case of a deficiency in a tax imposed by this title.

20 SEC. 275. PERIOD OF LIMITATION UPON ASSESSMENT

21 ~ AND COLLECTION.
22 KExcept as provided in section 276—
23 (a) GENERAL RULE.—The amount of income taxes

24" imposed by this title shall be assessed within twe three years

25 after the return was filed, and no proceeding in court with-

[ ———
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1 out assessment for the collection of such taxes shall be begun

2 after the expiration of such period.

3

16

(b) ReQUEsT POR ProMPT ASSKSSMENT.—In the
case of income received during the lifetime of a decedent, or
by his estate during the puriod of administration, or by a
corporation, the tax shall be assessed, and any proceeding
in court without assessment for the collection of such tax
shall be begun, within one year eighteen months after writ-
ten request therefor (filed after the return is made) by
the executor, administrator, or other fiduciary representing
the estate of such decedent, or by the ocorporation, but not
after the expiration of vwe three years after the return was
filed. This subsection shall not apply in the case of a
corporation unless—

(1) 8uch written request notifies the Commis-
sioner that the corporation contemplates dissolution at
or before the expiration of such year 18 months’ period;
and

(2) The dissolution is in good tuith begun before
the expiration of such year 18 months’ period; and

(8) The dissolution is completed.

(c) For the purposes of subsections (a) and (b), a
return filed before the last day prescribed by law for the
filing thereof shall be considered as filed on such last day.
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¢} (d) CORPORATION AND BHAREHOLDER.—If &
corporation makes no return of the tax imposed by this title,
but each of the shareholders includes in his return his dis-
tributive 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. |
SEC. 276. SAME—-EXCEPTIONS.

{o) Faren Raeuny on No Racvn—In the ease of
o faloo or frandulont return with intent (o evade taz or of
o failure to file & return the iax moy be assessed; or o pro-
oceding in eourt for the eolleetion of sueh tax may be begun
withett assessment; ab any timer

(a) No RETURN OR FALSE RETURN.—If the tazpayer
fails to file a return, or files a false or fraudulent return with
intent lo evade lax, or omils from gross income an amount
properly wncludible therein which 18 in exoess of 25 per centum
of the amount 6/ gross income stated in the return, the taz
may be assessed, or a proceeding in court for the collection of
such tax may be begun without assessment, at any time.

(b) Warviers.—Where before the expiration of the
time prescribed in section 275 for the assessment of the tax,
both the Commissioner and the taxpayer have consented in
writing to its assessment after such time, the tax may be
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assessod at any time prior to the expiration of the period
ugreed upon. The period so agreed upon may be extended
hy subsequent agrecments in writing made before the expira-
tion of the period previously agreed upon.

(¢) ConLLECTION AFTER ABSSgS8MBNT.—Where the
ussessment of any income tax imposed by this title has beea
made within the period of limitation properly applicable
thereto, such tax may be collected by distraint or by a pro-
ceeding in court, but only if begun (1) within six years
after the assessment of the tax, or (2) prior to the expira-
tion of any period for collection agreed upon in writing by
the Commissioner and the taxpayer before the expiration of

such six-year period. The period so agreed upon may be

.extended by subsequent agreements in- writing made beforp

the expiration of the period previously agreed upon,
8EC. 277, SUSPENSION OF RUNNING OF STATUTE.

The running of the statute of limitations provided in
section 275 or 276 on the making of assessments and the
beginning of distraint or a proceeding in court for collection,
in respect of any deficiency, shall (after the mailing of a.
notice under section 272 (a) ) be suspended for the period.

.- during which the Commissioner is prohibited from making

the assessment or beginning distraint or a proceeding in.

oourt (and in any event, if & proceeding in respect of the:
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decision of the Board becomes final), and for sixty days
thereafter. |

Supplement M—Interest and Additions te the Tax
SEC. 3L 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 retarn
is filed after such time and it is shown that the failure to
file it was due to reasonable cause and not due to willful
neglect no such addition shall be made to the tax. The
amount so added to any tax shall be collected at the same
time and in the samemannefanduapcﬁofthohxunleu
the tax has been baid before the discovery of the neglect,
in which case the amount so added shall be collected in the
same manner as the tax. The amount added to the tax
under this section shall be in lieu of the 25 per centum addi-
tion to the tax provided in section 83176 of the Revised
Statutes, as amended. ' '
SEC. lll. INTBBEST ON DEFICIENCIES.

Interest n?on the améunt determined as a deficiency
shall be asseasod :’;t the same time as the deficiency, shall
be paid upon potice and demand from the collector, and
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shall be collected as & part of the tax, at the rate of 6 per
centum per annum from the date prescribed for the payment
of the tax (or, if the tax is paid in instaliments, from the
date prescribed for the payment of the first installment) to
the date the deficiency is assesscd, 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. 293. ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.

(a) NEGLIGENCE.~—If any part of any deficiency is
due to negligence, or intentional disregard of rules and
regulations but without intent to defraud, 5 per centum of
the total amount of the deficiency (in addition to such
deficiency) shall be assessed, collected, and paid in the same
mauner as if it were a deficiency, except that the provisions
of section 272 (i), relating to the proratihg of a deficiency,
and of section 292, relating to interest on deficiencies, shall
not be applicable. ‘

(b) Fraup.—If any part of any deficiency is due to
f;'aud with intent to evade tax, then 50 per centum of the
total amount of the deficiency (in addition to such defi-

ciency) shall be so assessed, collected, and paid, in lieu of
" the 50 per centwn addition to the tax provided in section
" 8176 of the Revised Statutes, as amended,
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| BSEC. 3¢ ADDITIONS TO THE TAX IN CASE OF NON-

2 PAYMENT.

3 (s) Tax BrowN ON RerumN.—

4 (1) GrNERAL RULE.—Where the amount deter-
h mined by the taxpayer as the tax imposed by this title,
] or any installment thereof, or any part of such amount
( or installment, is not paid on or i)eforu the date pre-
8 scribed for its payment, there shall be collected as a
9 part of the tax, interest upon such unpaid amount at the
10 rate of 1 per centum a month from the date prescribed
I for its payment until it is paid.

12 (2) Ir EXTENSION GRANTED.—Where an ex-
13 tension of time for payment of the amount so deter-
14 mined as the tax hy the taxpayer, or any installment
K] thereof, has heen granted, and the amount the time for
8 payment of which has heen extended, and the interest
17 thereon determined under section 295, is not paid in
18 full prior to the expiration of the period of the oxtension,
19 then, in lieu of the interest provided for in paragraph
20 (1) of this subsection, interest at the rate of 1 per
21 centum & month shall be collected on such unpaid
22 amount from the date of the expiration of the period of
23 the extension until it is paid. |
24 (b) DericizNoy.—Where a deficiency, or auy

25 nterest or additional amounts assessed in connection there-
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with under section 392, or under section 293, or any addi-
tion to the tax in case of delinquency provided for in section
291, is not paid in full within ten days from the dats of
notioe and demand from the collector, there shall be collected
as part of the tax, interest upon the unpaid amount at the
rate of 1 per centum a month from the date of such notioe
and demand until it is paid. If any part of a deficiency
prorated to any unpaid installment under section 273 (i) is
not paid in full on or before the date prescribed for the pay-
ment of such installment, there shall be collected as part of
the tax interest upon the unpaid amount at the rate of 1 per
centum a month from such date until it is paid.

(¢) Fmuciakiks.—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 centun per anuum in lieu of the interest
provided in subsections (s) and (b) of this section.

(d) FmiNe or Jeorarpy Boxp.—If a bond is filed,
as provided in section 278, the provisions of subsections
(b) and (c) of this section shall not apply to the amount
covered by the bond.

SEC. 295. TIME EXTENDED FOR PAYMENT OF TAX SHOWN
ON RETURN.

If the time fo.r payment of the amount determined as

the tax by the taxpayer, or any installment thereof, is
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.extended under the autbority of section 58 (), there shall

be collected as a part of such amount, interest therean at
the rate of 6 per centwm per annum from the date when
such payment should have been made if o extension had
hoen grunted, until the expuation of the period of the
extension. '
SEC. 296 TIME EXTENDED FOR PAYMENT OF DEFICIENCY.
If the tisue for the payment of any part of a deficiency
is extended, there shall be collected, as & part of the tax,
interest on the part of the deficiency the time for payment
of which is so extended, at the rate of @ per centum per
annum for the period of the extension, and no other interest
shall be collevted on such part of the deficiency for such
period. 1If the part of the deficiency the time for payment
of which is s0 extended is not paid in accordance with the
terms of the extension, there shall be collected, as & part of
the tax, interest on such unpaid amount at the rate of 1
per centum & month for the period from the time fixed by
the terms of the extension for its payment until it is paid,
and no other interest shall be collected on such unpaid
amount for such period,
SEC. 297. INTEREST IN CASK OF JEOPARDY ASSESSMENTS.

In the case of the amount collected under sectiqn

. 273 (i) thers shall be collected at the same time as such
. amount, and as a part of the tax, interest at the rate of 6 per

e
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centum per annum upon such amount from the date of the
jeopardy notice and demand to the date of notice and demand
under section 278(i), or, in the case of the amount collected
in excess of the amount of the jeopardy assessment, interest
as provided in section 202. If the amount included in the
notice and detiand from the ocollector 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 unpaid amount at the rate of 1 per centum
a month (or, for any period the estate of the taxpayer is held
by a fiduciary appointed by any court of competent jurisdic-
tion or by will, at the rate of 8 per centum per annum) from
the date of such notice and demand until it is paid.

SEC. 298. BANKRUPTCY AND RECEIVERSHIPS,

If the unpaid portion of the claim allowed in a bank-
ruptey or receivership proceeding, as provided in section 274,
is not paid in full within ten days from the date of notice
and demand from the collector, then there shall be ocollected
as a part of such amount interest upon the unpaid portion
thereof at the rate of 1 per centumn a month from the date
of such notice and demand until payment.

SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM
UNITED STATES.

For additions to tax in case of leaving the United States
or conoealing property in such manner as to hinder collection
of the tax, see section 146,
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Supplemeat N —Claims against Transferees and
Fiduciaries
8RC. 311. TRANSFRRRED ASSETS.

(s) MeTBOD OF OOLLEOTION.—The amounts of the
following liabilities shall, except as bereinafter in this section
provided, be assessed, collected, and paid in the same man-
ner aud subject to the seme provisious and limitations as in
the case of a deficiency in a tax imposed by this title (includ-
ing the provisions in case of delinquency in payment after
notice and demand, the provisions authorizing distraint snd
proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds) :

(1) TraNsrekkks,.—The liability, at law or in
equity, of a transferce of property of a taxpayer, in
respect of the tax (including interest, additional
amounts, and additious to the tax provided by law)
imposed upon the taxpayer by this title.

(2) Fmovuolaries.—The liability of a fiduciary
under section 3467 of the Revised Siatutes in respect
of the payment of any such tax from the estate of the
taxpayer.

Any such liability may be cither as to the amount of tax
shown on the return or as to any deficiency in tax.

(b) Prriop oF LiMiTATION.—The period of limita-
tion for assessment of any such liability of a transferee or
fiduciary shall be as follows:



T X N R R e WD W -

bt pumt Pk el s em e
- & &R e W K = O

18

25

- 208
(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
assessment against the taxpayer;
(2) Inthecaieoltholinbility&lutnndomo(
a transferee of the property of the taxpayer,—within
one year after the expiration of the period of limitation
for ‘nssessment against the preceding transferes, but
only if within three years after the expiration of the
pmod of limitation for assessment against the tax-
payer;—
except that if before the expiration of the period of limitation
for the assessiment of the linbility of the transferee, & court
proceeding for the collection of the tax or liability in respeot
thereof has been begun against the taxpayer or lsst preceding
transleree, respectively,—then the period of limitation for
assessment of the Liability of the transferee shall expire one
year after the return of execution in the court proceeding.
~ (8) In the case of the liability of a fiduciary,—
not later than one year after the liability arises or not
later than the expiration of the period for collection
of the tax in respect of which such liability arises,
~ whichever is the later.
(c) Periop FOR AsSSESSMENT AGAINST TaAx-

PAYER.—For the purposes of this section, if the taxpayer is

e doL
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decvased, or in the case of a corporation, bas terminated its

existence, the period of limitation for assessment against the

taxpayer shall be the period that would be in effect had the
death or termination of existence not ocourred.

(d) BuspENBION OF RUNNING OF STATUTE OF
LisitaTioNs.—The running of the statute of limitations
upon the assessment of the liability of s transferee or
fiduciary shall, after the mailing to the transferee or fiduciary |
of the notice provided for in section 272 (a), be suspended
for the period during which the Commissioner is probibited
from making the assessment in respect of the liability of the
trausferee or fiducimiy (and in any eveut, if a proceeding in
respect of the linbility is placed on the docket of the Board,

" until the decision of the Board bocomes final), and for sixty

days thereafter.

(e) Appress ¥or Norick oF LiaBiuiTy.—In the
absence of notice to the Commissioner under section 312 (b)
of the existence of a fiduciary relationship, notioe of Liability
enforceable under this section in respect of a tax imposed
by this title, if mailed to the person subject to the liability at
his last known addrees, shall be sufficient for the purposes of
this title even if such person is deceased, or is under a legal

“disability, or, in the case of a corporation, has terminated its

existenoe,

.-
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(f) DEFINITION OP “TRANSFERER”.—As used in
this section, the term * transferee ” includes beir, legatee,
devisee, and distributee.

SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

(a) Fmuciary oF TAxPAYER.—Upon notice to the
Commissioner that any person is acting in & fiduciary
capacity such fiduciary shall assume the powers, rights,
duties, and privileges of the taxpayer in respect of a tax
imposed by this title (except as otherwise specifically pro-
vided and except that the tax shall be collected from the
estate of the taxpayer), until notice is given that the
fiduciary capacity has terminated.

(b) Fmuoiary oF TranNsrerks.—Upon notice to
the Comumissioner that any person is acting in a fiduciary
capacity for a i)erson subject to the liability specified in
section 311, the fiduciary shall assume, on behalf of such
person, the powers, rights, duties, and privileges of such
person under such section (exocept that the liability shall
be collected from the estate of such person), until notice
is given that the fiduciary capacity has terminated.

(c) ManNER or NoricE—Notice under subsection
(a) or (b) shall be given in accordance with regulations
prescribed by the Commissioner with the approval of the
Secretary.
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Supplement 0—Overpayments
SEC. 331. OVERPAYMENT OF INSTALLMENT.

If the taxpayer hus 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 aguinst
the unpaid iustallments, if any. 1f the amount already paid,
whether or not on the basis of installments, exceeds the
amount determined to be the correct amount of the tax, the
overpayment shall be credited or refunded as pfovidcd in
section 322.

SEC. 522, REFUNDS AND CREDITS.

(a) AuTHORIZATION.—Where there bas beom an
overpayment of any tax imposed by this title, the amount
of such overpayment shall be credited against any income,
war-profits, or excess-profits tax or installment thereof then
due from the taxpayer, and any balance shall be refunded
immediately to the taxpayer.

(b) LiMITATION ON ALLOWANCE.—

) Peniob oP ERETATION—No sich eredit or
refund shall bo allowed er made aftor twe years from
of such peried a elaim therefor is filed by the taxpayer:

(1) PERioD OF LIMITATION—Unless a claim
for oredit or refund is filed by the tazpayer within three
years from the time the return was filed by the tazpayer

J. 41961—14
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or within two years from the time the tux was paid, no
credit or refund shall be allowed or made afler the
expiration of whichever of such periods expirves the
later. If no return 18 filed by the taxpayer, then no
credit or refund shall be allowed or made after two
years from the time the tax was paid, unless before the
expiration of such period a claim therefor is filed by

the tazpayer.

(2)° LiMIT ON AMOUNT OF OREDIT OR
REFUND.—Ths amount of the credit or refund shall not
exceed the portion of the tax paid during the twe three
years immediately preceding the filing of the claim,
or or, if no claim was filed, then during the twe three

years immediately preceding the allowance of the

oredit or refund.

(¢) Errecr o PETITION TO BOARD.—If the Com-

missioner has mailed to the taxpayer a notice of deficiency

under section 272 (a) and if the faxpayer 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 a decision
of the Board which has become final; and
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(2) As to any amount collected in excess of an
amount computed in accordance with the decision: of
the Board which has become final; and
(8) As to any amount collected after the period
of 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) OvErPAYMENT FounND BY BoARD.—If the
Board finds that there is no deficiency and further finds
Mt the taxpayer has made an overpayment of tax in

. respect of the taxable year in respect of which the Com-

missioner determined thée deficiency, the Board shall have

jurisdiction to determine the amount of such overpayment,

- and such amount shall, when the decision of the Board has

become final, be credited or refunded to the taxpayer. No
such credit or refund shall be made of any portion of the tax

. unless the Board determines as part of its decision that it

was paid mere than twe within three years before the filing
of the claim or the filing of the petition, whichever is earlier.

(e) Tax WitHHELD AT SOURCE.—For refund o1

. credit in case of excessive withholding at the source, see

section 143 (f).
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TITLE I—AMENDMENTS TO ESTATE TAX
SEC. 401. REVOCABLE TRUSTS.

Section 302(d) of the Revenue Act of 1926 is amended
to read as follows:

“(d)(1) To the extent of any inlerest therein of which
the decedent has at any time made a transfer, by trust or
otherwise, where the enjoyment thereof was subject at the date
of his death to any change through the exercise of a power,
either by the decedent alone or in conjunction with any per-
son, to alter, amend, or revoke, or where the decedent relin-
quished any such power in contemplation of his death, except
in case of a bona fide sale for an adequate and full considera-
tion in money or money’s worth.

“(2) For the purposes of this subdivision the power
to alter, amend, or revoke shall be considered to exist on the
date of the decedent’s death even though the exercise of the
power 8 subject to a precedent giving of notice or even
though the alteration, amendment, or revocation takes effect
only on the expiration of a stated period after the exercise
of the power, whether or not on or before the date of the

decedent’s death notice has been given or the power has been

exercised. In such cases proper adjustment shall be made
representing the inlerests which would have been excluded
from the power if the decedent had lived, and for such pur-
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pose if the notice has not been given or the power has not
been exercised on or before the date of his death, such notice
shall be considered to have been given, or the power exercised,
on the date of his death.

“(3) The relinquishment of any such power, not admil-
ted or shown to have been in contemplation of the decedent's
death, made within two years prior to his death without
such a consider@tioﬁ and affecting the interest or interests
(whether arising from one or more transfers or the creation
of one or more trusts) of any one beneficiary of a value or
aggregate value, at the time of such death, in excess of

$5,000, then, to the extent of such excess, such relinquish-

ment or relinquishments shall, unless shown to the contrary,

be deemed to lave been made in contemplation of death

within the meaning of this title; "

Nore.--Section 302(d) of the Revenue Act of 1026 will, after the
above amendment, reéad as follows:

Sko. 302, The value of the gross estate of the decedent shall be de-
tormined by including the value at the time of his death of all property,
real or personal, tangible or intangible, wherever situated—

L 4 L] * * ] . L ]

(d) () To the extent of any interest therein of which the decedent
has at any time made a transfer, by trust or otherwise, whore the enjoy-
ment thereof was subject at the date of his death to any change through
the exercise of a power, either by the decedent alone or in conjunction
with any person, t& alter, amend, or revoke, or where the decedent relin-
quished any such power in contemplation of his death, except in case of
a bona fide sale for an adequate and full consideration in money or
money’s worth. :

(8) For the purposes of this subdivision the power to alter, amend, or
revoke shall be considered to exist on the date of the decedent's death even
though the exercise of the power is subject to a precedent giving of notice or
even though the alteration, amendment, or revocation takes effect only on
the ezpiration of a stated period after the exercise of the power, whether or
not on or bz[ore the date of the decedent’s death notice has been given or the

een exercised. In such cases proper adjusiment shall be made
representing the interests which would have been excluded from the power if
the decedent had lived, and for such purpose if the notice has not been given
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or the power has not been exercised on or before the dale of his death, such
notice shall be considered to have been mmn{ or the powcrjmmiud on the
date of his death. .

3) The relinquishment of any such power, not admitted or shown
to have been in contemplation of the decedent’s death, made within two

- years prior to his death but after the enactment of this Aet without such

a consideration and affecting the interest or interests (whether arising

from one or more transfers or the creation of one or more trusts) of any

one beneficiary of a value or aggregate value, at the time of such death,

in excees of $5,000, then, to the extent of such excess, such relinquishment

or relinquishments shell be shall, unless shown to the conirary, be deemed

:pul;uve n made in contemplation of death within the meaning of this
H

SEC. 402. PRIOR TAXED PROPERTY.

Paragraph (2) of subdivision (a) and paragrag;h
(8) of subdivision (b) of section 303 of the Revenue Act
of 1926 are amended by inserting before the period at the
end of the second sentence of each such paragraph a comma
and the following: “ and only if in d:e.ztemining the valpie!
of the ‘net‘ estate of the prior decedent no deduction was
allowable under this paragraph in respect of the proﬁert_y
or property given in exchange therefor ”.

Note.—Section 303 (a) (2) and 303 ébl)l (2) of the Revenue Act of
ollows: .

Sec. 303. For the purpose of the tax the value of the net estate
shall be determined— L

(a) in the case of a nonresident by deducting from the value of the

gross estate—

* * ] * * ] |

(2) An amount equal to the value of any property (A) form-

inﬁ 8 ert of the gross estate situated in the United States of any person

who died within five years prior to the death of the decedent, or (B)

transferred to the decedent by gift within five years %r;gr to his death,

where such propert& can be identified as havmg en received by

the decodent from the donor by gift, or from such Jmo? decedent by

gift, bequest, devise, or inheritance, or which can be identified as having

uired in exchange for fropeny so received. This deduction

n &
- shall b:q allowed only where a gift tax imposed under the Revenus Act

of 1932, or an estate tax im under this or any prior Act of Congress,
was finally determined and paid by or on behalf of such donor, or the
estate of such prior decedent, as the case may be, and only in the amount

* finally determined as the value of such property in determining the

value of the gift, or the gross estate of such prior decedent, and only to
the extent that the value of such property is included in the decedent’s
gross estate estate, and only if in determining the value of the net estate
of the prior decedent no deduction was under this paragraph in
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re of the property or{property given in exchangs therefor. Where
a deduction was allowed of any mortgage or other lien in determini
the gift tax, or the estate tax of the prior decedent, which was pai
in whole or in part prior to the decedent’s death, then the deduction allow-
able under this paragmgh 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 deductions under
Saragn_tghs (1), (3), and (4) of this subdivision as the amount otherwise
eductible under this aragraph bears to the value of the decedent’s
gross estate. Where the property referred to in this paregraph consists
of two or more items the t;ﬁrggato value of such items shall be used for
the purpose of computing eduction, A
L] * * [ ] L [ ] ]
(b) In the case of a nonresident, by deducting from the value of that
B”'t of his gross estate which at the timo of his death is situated in the
nited States—
* * L] [ ] ] [ [ ]
(2) An amount equal to the value of any property (A) forming a .
art of? the gross estate situated in the United States of any person who
ied within five years prior to the death of the decedent, or (B) trans-

" ferred to the decedent by %t within five years prior to his death, where

such property can be identified as having been received by the decedent
from the donor by gift, or from such prior decedent by gift, bequest.

~ devise, or inheritance, or which can be identified as having been acqui

in excfmnge for Irroperty 80 received. This deduction be allowed
only where & gift tax imposed under the Revenue Act of 1932, or an
estate tax imposed under this or an frior Act of Congress, was finall
beha.li of such donor, or the estate of suc
prior decedent, as the case may be, and only in the amount finally deter-,
mined as the value of such property in determining the value of the gift,
or the gross cstate of such prior decedent, and only to the extent that the
value of such property is included in that part of the decedent’s gross
estate which at the time of his death is situated in the United States
States, and only if in determining the value of ihe net estate of the prior
decedent no udmwaqallowabkundcrtiapam%pkin o
the property or property given in mhanﬂc therefor. ere & deduction
was allowed of any mortgage or other lien in determining the ﬁift tax,
or the estate tax of the prior decedent, which was paid 1n whole or in
part prior to the decedent’s death, then the deduction allowable under
this paragraph shall be reduced by the amount so gaid. The deduction
allowable under this paragraph shall be reduced by an amount which
bears the same ratic to the amounts allowed as deductions under para-
graphs g) and (3) of this subdivision as the amount otherwise deductible.
under thi¢' paragraph bears to the value of that part of the decedent’s
estate which at the time of his death is situated in the United
tates. Where the groperty referred to in this paragraph consists of
two or more items the aggregate value of such items shall be used for
the purpose of computing the deduction.

© Nore.—See also the amendments proposed to the above provisions
by section 408 of this bill, o

‘SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS.

(a) Section 303(a) of the Revenue Act of 1926, as

~amended, is amended. by striking out “In the case of @
resident” and inserling in licu thereof “ In the case of a

citizen or resident of the United States”.

Nors—~Section 308(a) of the Revenue Act of 1926 will, after the
above amendment, read as follows:
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Sec. 803. For the purpose of the tax the value of the net estate shall
be determined—

(8) In the case of a citizen or resident of the United States, by de-
ductmg f‘l'()ﬂ.l th‘e value of the gross estate—

(1
(b) Section 303(b) of such Act, as amended, is
amended by striking out “ In the case of a nonresident”

and inserting in liew thereof ““ In the case of a nonresident

not a citizen of the United States”.

Nore.—Section 803(b) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

(b) In the case of a nonresident not a citizen of the United States,
by deducting from the value of that part of his gross estate which at
tl’\re time of .is c‘leath is situated in the United States—

1
(c) Section 303(c) of such Act, as amended, is
amended by striking out “in the case of a monresident”

and inserting in liew thereof ““in the case of a nonresident

not a cilizen of the United States ”.

Nore.—Section 303(¢c) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

. (c) No deduction shall be allowed in the case of a nonresident not
citizen of the United States unless the executor includes in the return
required to be filed under section 304 the value at the timo of his death
of that part of the gross estate of the nonresident not situated in the

(d) Section 303(d) and (e) of such Act, as
amended, are amended by striking out the phrase * non-
resident decedent” wherever such phrase appears in such

subdivisions and inserting in liew thereof in each case “ non-

- resident mot a citizen of the United States™.

Note.—Section 303(d) and (e) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

(d) For the purpose of this title, stock in a domestic corporation
owned and held by a nqnresident deeedent not a citizen of the Uniled
States shall be deemed property within the United States, and any
property of which the decedent has made a transfer, by trust or other-
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wise, within the meaning of subdivision (c) or (d) of section 302, shal
be deemed to be situat:(gl in the United States, if so situated either at
the time of the transfer, or at the time of the decedent's death, For
the purposee of this title, a relinquishment or promised relinquishment
of dower, curtesy, or of a statutory estate created in lieu of dower or
curtesy, or of other marital rights in the decedent’s property or estate,
stht gxat. be considered to any extent a consideration ““in money or money’s
worth.

_ () The amount receivable as insurance upon the life of a non-
resident deeedent not a citizen of the United States, and any moneys
deposited with any person carrying on the banki i)uainess, by or for
& nonresident deeedent not a citizen of the Uniled States who was not
engaged in business in the United States at the time of his death, shall
Sn:t;mor the purpose of this title, be deemed property within the United

ates,

(e) Section 304(a) and (b) of such Act, as
amended, are amended by striking out “ nonresident”
wherever such word appears and inserting in liew thereof

in each case “ nonresident not a citizen of the United States".

Nore.—Section 304(a) and (b) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

Sec, 804. (a) The executor, within two months after the dece-
dent’s death, or within a like period after qualifying as such, shall
give written notice thereof to the collector, The executor shall also,
at such times and in such manner as may be required by regulations
made pursuant to law, file with the collector & return under oath in
duplicate, setting forth (1) the value of the gross estate of the dece-
dent at the time of his death, or, in case of a nonresident not a citizen
of the United States, of that part of his gross estate situated in the

nited States; (2) the deductions allowed under section 308; (8) the
value of the net estate of the decedent as defined in section 303; and
(4) the tax paid or payable thereon; or such part of such information
as may at the time be ascertainable and such supplemental data as may
be necessary to establish the correct tax.

(b) -Return shall be made in all cases where tho gross estate at
the death of the decedent exceeds $100,000, and in the case of the estate
of every nonresident not @ citizen of the United States any part of
whose gross estate is situated in the United States. If the executor is
unable to make a complete return as to any part of the gross estate of
the decedent, he shall include in his return a description of such part
and the name of every person holding a legal or beneficial interest
therein, and upon notice from the collector such person shall in like
manner make a return as to such part of the gross estate.

(f) Section 408 of the Revenue Act of 1932 is amended
by striking out “ resident decedent” and inserting in lieu
thercof “ citizen or vesident of the United States .
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Note.—Section 403 of the Revenue Act of 1032 will, after the above
amendment, read as follows:

+ BEC. 403, ASSESSMENT, COLLECTION, AND PAYMENT OF TAX,

Except a8 provided in section 402, the tax imposed by section 401
of this Act be assessed, collected, and fud, in the same manner,
and shall be subject to the same provisions of law (including penalties),
as the tax imposed by section 301 (a) of the Revenue Act of 1928, except
that in the case of a resident deeedont cilizen or resident of the United Stales
a return shall be required if the value of the gross estate at the time of the
decedent’s death exceeds $50,000.

" TITLE HI—AMENDMENTS TO PRIOR ACTS AND
MISCELLANEOUS
SEC. 501. PERIOD FOR PETITION TO BOARD UNDER PRIOR ACTS.
Seation 274(a) of the Revena Act of 1926, and section
272(a) of the Revenue Act of 1928 and the Revenue Act of
1932 (relating ‘to the period during bhkh a tazpayer may
petition the Board of Taz Apfeals for vedetermination of a
deficiency), are amended by striking out “ 60 days” and
insertz;ﬁg in lieu thereof “ 90 days”; by stnkmg out * siz-
tieth day” and inserting in liew thereof * ninetieth day";
and by siriking out * 60-day ™ and inserting in lwu tﬁereof
“90-day”. The amendments made by this section shall
apply only in respect of notices mailed after 30 day.; after the
date of the enactment of this Act.

Norz.—Section 274(a) of the Revenue Act of 1926, and section
272(a) of the Revenue Act of 1928 and the Revenue Act of 1932 will,

_ after the above amendments, read as follows: ‘

Skc. 274. (a) If in the cass of any taxpayer, the Commissioner _

. _‘ determines that there is a deficiency in respect of the tax imposed b

this title, the Commissioner is authorized to send notios of such defi-
ciency to the taxpayer by registered mail. Within 80 deys 90 days
after such notice 18 mailed (not counting Sunday as the sistieth

ninetieth day), the taxpayer may fils & petition with the Board of Tax
Appeais for a redetermination of the deficiency. Except as otherwise
provided in sabdivision (d) or (f) of this section or in section 279, 282,
or 1001, no assessment of a deficiency in respect of the tax imposed by
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this title and no distraint or proceeding in court for its collection shall
be made, begun, or prosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 86-dey 90-day period, nor, if
s 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 such aseessment 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.

(Revenue Act of 1928) SEC. 272. PROCEDURE IN GENERAL,

(s) Petition to Board of Tax Appeals.—If in the case of any tax-
payer, the Commissioner determines that there is a deficiency in respeot
of the tax imposed by this title, the Commissioner is authorized to send
notice of sucmeﬁclenoy to the paxpa*er by registered mail. Within
80 doya 90 days after such notice is mailed (not counting Sunday as the
sixtioth ninetieth day), the taxpayer may file a petition with the
Board of Tax Appeals for a redetermination of the deficiancy. No
assessment of & deficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its collection shall be made, begun,
or prosecuted until such notice has been mailed to the taxpayer, nor
until the expiration of such 86-dey 90-day period, nor, if a petition has
been filed with the Board, until the decision of the Board becomse
final. Notwithnumdinf the provisions of section 3224 of the Revised
Statutes the making of such assessment or the beginning of such pro-
ceeding or distraint during the time such prohibition is in force may be
enjoined by a proceeding in the proper court.

. For excegtions to the restrictions imposed by this subsection, see—
(1) Bubsection (d) of this section, relating to waivers f)y the
taxp

ayer;
2) Subsection (f) of this section, relating to notifications of
mathematical errors sl.gresring upon the face of the return;

3) Section 273, relating to Jeopardy assessments;
4; Section 274, relating to bankruptcy and receiverships; and
5) Section 1001 of the Revenue Act of 1926, as amended,
relating to assessment or collection of the amount of the deficiency
determined by the Board ponding court review.

(Revenue Act of 1932) SEC. 272. PROCEDURE IN GENERAL.

() PemiTiOoN TO BoARD OF Tax ArrEaLs.—If in the case of any
taxpayer, the Commissioner determines that there is a deficiency in
respect of tax imposed by this title, the Commissioner is author-
-ized to_send notice of such deficiency to the taxpayer by registored

mail. , Within m 80 days after such notice is mailed (not counting
4 Sqndt;i as the day ninetieth day), the taxpayer may file a petition

" with the Board of Tax Appeals for a redetermination of the deficiency.
' No aseessment of a deficiency in respect of the tax imposed by this
title and no distraint or proceeding in court for its collection shall be
made, begun, or tﬁrosocumd until such notice has been mailed to the
taxpayer, nor until the expiration of such 66-dey 90-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 such 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 subsection, see—

. (1) Subsection (d) of this section, relating to waivers Sy the

axpayer;

(g) Subsection (f) of this section, relating to notifications of
mathematical errors appearing upon the face of the return; ‘

(3) Bection 273, relating to jeopardy assessments;

»(43, Section 274, relating to bankruptcy and receiverships; and
. (b) Section 1001 of the Revenue Act of 1926, as amended, relat-
ing to assecsment or collection of the smount of the deficienc
determined by the Board pending court review. g
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SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

(a) Section 610 of the Revenue Act of 1928 18 amended
by addiny at the end thereof a new subsection to read as
follows: |

“(c) Despite the provisions of subsections (a) and
(b) such suit may be brought at any time within five years
from the making of the refund if it appears that any part
of the refund was induced by fraud or the misrepresentation
of a material fact.” |

(b) The amendment made by subsection (a) of this
section shall not apply to any suit which was barred at the

time of the enactment of this Act.

Nm.——-Secﬁon 610 of the Revenue Act of 1928 will, after the addi-
tion of the new subsection, read as follows:

SEC. 610. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

(a) Any portion of an internal-revenue tax (or any interest, pen-
alty, additional amount, or addition to such tex) refund of which
is erroneously made, within the meaning of section 608, after the
enactment of this Act, may be recovered by suit brought in the name
of the United States, but only if such suit is begun within two years
after the making of such refund.

(b) Any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) which has been
erroneously refunded (if such refund would not be considered as
erroneous under section 608) may be recovered by suit brought in the
name of the United States, but only if such suit is begun before the
expiration of two years after the making of such refund or before
May 1, 1928, whichever date is later. ‘

(c) Despite the provisions of subsections (ah) and (b) such suit may
be brought at any time within flve years from the making of the refund
if it appears that any part of the refund was induced by fraud or the
misrepresentation of a material fact. '

SEC. 503. STAT&TE OF LIMITATIONS ON SUITS FOR REFUND.

Section 608(b)(2) of the Revenue Act of 1928 1is
amended by adding at the end thereof a new sentence to read
as follows: “ If such agreement has been entered into, the
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running of such statute of limitations shall be suspended in

accordance with the terms of the agreement.”

Norr.—Section 808 of the Revenue Act of 1928 will, after the addi-
tion of the new sentence, read as follows:

SEC. 608, EFFECT OF EXPIRATION OF PERIOD OF LIMITATION

AGAINST TAXPAYER.

A refund of any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) made after the
enactment of this Act, shall be considered erroneous—

(a) if made after the expiration of the period of limitation for
filing claim therefor, unless within such period claim was filed; or

(b) in the case of a claim filed within the proper time and disallowed
by the Comunissioner after the enactment of this Act, if the refund was
made after the expiration of the period of limitation for filing suit,
unless— : ]

&1 within such period suit was begun by the tnépnyer, or

2) within such period, the taxpayer and the Commissioner
agreed in writing to suspen(i the running of the statute of limita-
tions for filing suit from the date of the asreement to the date of
final decision in one or more named cases then pending before the
United States Board of Tax Appeals or the courts. If suok agree-
ment has beon entered into the running of such statute of limitations
shall be suspended in accordance with the terms of the agreement.

SEC. 504. OVERPA)’MENTS FOUND BY THE BOARD OF TAX
APPEALS.

(a) The last sentence of section 322(d) of the Revenue
Act of 1932 and of the Revenue Act of 1928 and of section
528(d) of the Revenue Act of 1932 are amended to read
as follows: “ No such credit or refund shall be made of
any portion of the tax unless the Board determines as part
of its decision that it was paid within three years before
the filing of the claim or the filing of the petition, whichever
is earlier.”

Note.—Section 322 (d) of the Revenue Act of 1932 and of the
Revenue Act of 1028 will, after the above amendment, read as follows:

(d) OVERPAYMENT Fouxp sy Boarp.—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 year in respect of which
the Commissioner determined the deﬁcxenzﬁ, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be
credited or refunded to the taxpayer. No such credit or refund shall be
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made of any portion of the tax unless the Board determines as part of ils
decision that ¥ was paid mere than twe within three yoars before the fil-
ing of the claim or the filing of the petition, whichever is earlier.

Section 528 (d) of the Revenue Act of 1032 will, after the above
amendment, read as follows:

(d) OverpaYMENT FounDp BY Boarp.—If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overﬁayment of tax in respect of the taxable year in respect of
which the Commissioner determined the deficioncy, the Board shall
have jurisdiction to determine the amount of such overpayment, and
such amount shall, when the decision of the Board has become final
be credited or refunded to the taxpayer. No such credit or ;efumi
shall be made of any portion of the tax unless the Board determines as
part of its decision that i was paid mere then within three years before
the filing of the claim or the ﬂ.ﬁng of the petition, whichever is earlier.

(b) The last sentence of section 284(e) of the Revenue
Act of 1926, as amended, is amended to read as follows:
“Unless the Board determines as part of its decision that
the claim for credit or refund, or the petition, was filed
within the time prescribed in subdivision (g) for fling
claims, no such credit or refund shall be made of dhy por-
tion of the taz unless the Board determines as part of its
decision that it was paid within four years (or, in the case
of a tax imposed by this title, within three years) before the
filing of the claim or the filing of the petition, whichever
is earlier”” ' | |

. .

Nore.—Section 284 (e) of the Revenue Act of 1026 will, after the
above amendment, read as follows:

(e) 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 year in :er?ect of which the Commissioner determined the
deficiency, the Board shall have jurisdiction to determine the amount of
such overpayment, and such amount shall, when the decision of the
Board has become final, be credited or refunded to the taxpayer g

, or
within the time prescribed in subdivision (g) for ﬁiw no
such credit or refund shall be mads of any portion of the tax unless the
Board determines as part of s decision that &t was pard within four years
or, in the case of 6 tazx imposed mﬂt{c titls, within three years) before the
ing of the claim or the filing df the petition, whichever is earlier.
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(¢) The last sentence of section 319(c) of the Revenue
Act of 1926, as amended, i3 amended to read as follows:
“ No such refund shall be made of any portion of the tax
unless ths Board determines as part of its decision that it
was paid within four years (or, in the case of a tax imposed
by this title, within three years) before the filing of the claim
or the filing of the petition, whichever is earlier.”

Norn.—Section 319 (c) of the Revenue Act of 1926, as_amended,
will, after the above amendment, read as follows:

(o) If the Board finds that there is no deficiency and further finds
that the executor has made an overpayment of tax, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be credited
or refunded to the executor as provided in section 3220 of the Revised
Statutes, as amended. No such refund shall be made of any portion of
the tax paid mere than unless the Board determines as part of its decision
that it was paid within four years (or, in the case of a tax imposed by this
title, mere than within three years) before the filing of the claim or the
filing of the petition, whichever is earlier.

(d) The amendments made by subsections (a), (b),
and (c) of this section shall have no effect in the case of any
proceeding before the Board on a petition if any hearing by
the Board thereon has been held prior to 30 days after the
dale of the enactment of this det.

SEC. 505. BANKRUPTCY AND RECEI?ERSHIPS.

(a) Section 274(a) of the Revenue Act of 1932 and
the Revenue Act of 1928 and sectio}t 282(a) of the Revenue
Act of 1926 are amended by inserting after the first sentence
thereof the following: |
“In such cases the trustee in bankruptcy or receiver shall
give notice in writing to the Commissioner of the adjudi-
cation of bankruptcy or the appoiniment of the receiver, and
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the running of the statute of limitations on the making of
assessments shall be suspended for the period from the date
of adjudication in bankruptcy or the appointment of the |
receiver lo a date 30 days after the date upon which the
notice from the trustee or receiver is received by the Com-
massioner; but the suspension under this sentence shall in no

case be for a period in excess of two years.”

Nore.—Section 274(a) of the Revenue Act of 1932 and the Revenue
Act of 1928 will, after the above insertion, read as follows:

(a) ImdrepraTe AssessMENT.—Upon the adjudication of bunkruptey
of any tux})ayer in any bankruptcy proceeding or the appointment of
a receiver for any taxpayer in any receivership proceeding before any
court of the United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) determined b
the Commissioner in respect of a tax imposed by this title upon suc
taxpayer shall, despite the restrictions imposed by section 272(a) upon
assessments be immediately assessed if such deficiency has not theretofore
been assessed in accordance with law. In such cuses the trustes in bank-
ruptey or recewver shall give notice tn writing to the Commissioner of
the adjudication of bankruptcy or the appointment of the receiver, and
the running of the statute of limitations on the making of assessmants
shall be suspended for the period from the date of adjudication in bank-
ruptcy or the appointment o/ the receiver to a date 30 days after the
date upon which the notice from the trustes or receiver is received by
the Commissioner; but the suspension under this sentence shall in no
case be for a period in ewcess of two years. Claims for the deficiency
and such interest, additivnal amounts and additions to the tax may be
presented, for adjudication in accordance with law, to the court before
which the bankruptcy 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 rede-
termination shall be filed with the Board after the adjudication of
bankruptcy or the appointment of the receiver.,

Section 282(32 of the Revenue Act of 1926 will; after the above
insertion, read as follows:

Sec. 282. (a) Upon the adjudication of bankruptcy of any tax-
¥ayer in any bankruptey proceeding or the appointment of a receiver

or ang taxpayer in any receivership proceeding before any court of the
United States or of any State or Territory or of the District of Colum-
bia, any deficiency (togethor with all interest, additional amounts, or
additions to the tax provided for b law{‘ determined by the Commis-
sioner in respect of a tax imposed by this title upon such taxpayer
shall, despite the provisions of subdivisior. (a) of section 274, be imme-
dintely assessed if such deficiency has not theretofore been assessed in
accordance with law. In such casee the trustee in bankruptey or
receiver shall give notice in writing to the Commissioner of the aégudi-
cation of bamguptoy or the appointment of the receiver, and the run-
ning of the statute of limitations on the making of assessments shall be
suspended for the period from the dete of adjudication in bankruptcy
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or the appointment of the recsiver to a date 30 days after the date upon
which the notice from the trustee or receiver is received by the Commis-
gioner; but the suspension under this sentence shall in no case be for a
eréod in ewoess of two years. Claim for the deficiency and such inter-
additional amounts and additions to the tax may be presented, for
adjudication in accordance with law, to the court before which the
bankruptcy or receivership proceeding is pendin‘(l;, 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 bankruptcy or
the appointment of the receiver.

(b) The amendments made by subsection (a) shall not
apply in any case in which the adjudication has occurred,
or the receiver has been appointed, prior to the date of the
enactment of this Act. “
SEC. 506. RETROACTIVITY OF REGULATIONS, RULINGS, ETC.

Section 1108 of the Revenue Aét of 1926, as amended,
18 amended to read as follows:

“SEc. 1108. The Secretary, or the Commissioner with

© @ I S O B D =

the approval of the Secretary, may prescribe the extent, if

[oy
<o

any, to which any ruling, regulation, or Treasury Decision,

[u—y
i

relating to the internal revenue laws, shall be applied without

[y
N

relroactive effect.”

Nore.—Section 1108 of the Revenue Act of 1928, as amended, which
is amended by this section, reads as follows:

Sec. 1108, (a) In case a regulation or Treasury decision relating
to the internal-revenue laws is amended by a subsequent regulation or
Treasury decision, made by the Secretary or by the Commissioner with
the approval of the Secretary, such subsequent regulation or Treasury
decision may, with the approval of the Secretary, be applied without
retroactive effect.

(b) No tax shall be levied, assessed, or collected under the pro-
visions of Title VI of this Act on any article sold or leased by the manu-
facturer, producer, or importer, if at'tlié timé of tlié'sale or lease there
was an existing ruling, regulation, or Treasury decision holding that
the sale or lease of such article was not taxable, and the mar ufacturer,
producer, or importer parted with possession or ownership of auch arti-
cle, relying upon the ruling, regulation, or Treasury decision.

] 41961——15 -
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SEC. 507. EXAMINATION OF BOOKS AND WITNESSES. '

The Commissioner, for the purpose of determining the
liability at law or in equity of a transferee of the .pro'perty
of any person with respect to any Federal taxes imposed
upon such persoﬁ, is hereby authorized, by any ‘o)ﬁcer or
employee of the Bureau of Internal Revenﬁé, including the
field service, designated by him for that purpose;' to examine
any books, papers, records, or memoranda beaﬁng upon
such liability, and may require the attendance of the trans-
feror or transferee, or of any officer or employee of such
person, or the attendance of any other person havmg knousl-
edge in the premises, and may take his testzmony wtth
reference to the matter, with power to administer oaths to
such peison.or persons. o
SEC; 508. SALE OF PERSONAL PROPERTY UNDER DISTRAIN&"

Section 3192 of the Revised Statutes is amended i
read as follows: i

“8E0. 3192. When any property edveriised for sele
under distraint; as eforesaid; i8 of o kind subjeet to tax; and
tho tax has not been paid; end the amount bid for sueh
property is net equul 0 the amount of the tax; the eellector

" sny purohose the some in behalf of the United Staten for an

ameunt not exceoding the seid tax: All property so pur-
chaced may be sold by the ecleetor; under sush regulations
a8 mey be preseribed by the Commissiener of Internel
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Revenuer The eolleetor shall render to the Commissioner o

. distinet apeount of oll chergen ineurred in sueh solos; oad;

in ease of sale; shall pey into the Treacury the surplus;

if any there be; efter defraying ell lawful eharges and

foes: When any personal property is advertised for sale
under distraint as aforesaid, the officer making the seizure
shall proceed to sell such property at a public auction,

" offering the same at a minimum price, including the expenses

of making the levy and of advertising the sale, and if the
amount bid for such property at the sale is not equal to the
minimum price so fized, the officer conducting the sale may
declare the same to be purchased by him for the United States.
The property so purchased may be sold by the collector within
whose dwtrwt the sale was made under such. reMﬁom as
may be prescribed by the Commissioner of Internal Revenue,
with the approval of the Secretary of the Treagdry. The
collector shallwender to the Commissioner a distinct account
of all charges incurred in such sales, and, in case of resale,
shall pay into the Treasury the proceeds as provided in
section 3210 of the Revised Statutes, as amended.”
SEC. 509. DISCHARGE OF LIENS.

Section 3186(¢c) of the Revised Statutes, as amended.
is amended by adding at the end thereof the following new
paragraph: | o .
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" “(4) May issue a certificate of discharge of any part

- of the property subject to the lien if there is paid over to
the collector in part satisfaction of the taxpayer’s lLiability

in respect of such tax an amount determined by the Com-
missioner lo be equal to the fair market value of the taxzpayer’s

equity in the part to be so discharged.”

Nore.—Section 3186(c) of the Revised Statutes will, after the abgve
amendment, read as follows:

(c) Sui)ject to such regulations as the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, may
prescribe, the collector of internal revenue charged with an assessment
1n respect of any tax— .

1) May issue a certificate of release of the lien if the collector
finds that the liability for the amount assessed, together with all inter-
est in .resﬁect thereof, has been satisfied or has become unenforceable;

(2) May issue & certificate of release of the lien if there is fur-

. nished to the collector and accepted by him a bond that is conditioned

upon the payment of the amount assessed, together with all interest
in respect thereof, within the time prescrif;ed y law (including any

+ - extenglony of such time), and that is in accordance with such require-

7

8

9
10

13

11
12

ments relating to terms, conditions, and form of the bond and sureties
thereon, as may be specified in the regulations;

. +(8) May ‘issue a certificate of partial discharpe of any part of
the property subject to the lien if the collector finds that the fair
market value of that part of such property remaining subject to the

* lien is at least double the amount of the liability remaining unsatisfied

in respect of such tax and the amount of all prior liens upon such
property. - ' ' S
(4 }y Mai/ issue a certificate of disoharge of arlZ part of the pro
subject to the lien if there is paid over to the collector in part satisfac-
tion of the ta.?myer’a liability in respeot of such taw an amount deter-

mined by the Commissioner to be equal to the fair market value of the
tazpayer's equity in the part to be so discharged. . : .

SEC. 510. JEOPARDY ASSESSMENTS.
Section 1105 of the Revenue Act of 1932 is amended
to read as follows:

~

“SEC. 1105. JEOPARDY ASSESSMENT.
. “A{e) H the Commissioner finds that o person liable for

tommabroveno lwa dosigan quickdy o deparsfom the Tnied

-
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Stwteserteremevehﬂprereﬁyt-bemﬁom-erteeeneed
hmselferheprepeﬂybherem—ertedewyetherwttend*
mgteprejudieeertefenderwheuyerpmlymeﬁeemd
preeeed&agsteeoﬂe%suehtaxmﬂeﬂssuehpreeeedmgnbe
WWM%WMWW
efmekﬁ-ndmgtebegweasuehpersen;togeﬁhermtbado—
mmdforanmmedmterehmmdm}medmepaymmd
due and payable:

“ (b} If guch porsen 41} is not in defenls in moking
any roture or paying any tax under the internel-revenue
lowe; and 3} farniches to the United States; under regula-
tiens o be preseribed by the Commissioner with the ap-
provel of the Seeretery; seeurity approved by the Commis-
sioner that ho will duly retura and pay the tax to which the
Gomuissioner's finding rolates; thon ouch tex shall not be
payable prior to tho time otherwise fxod for payment

“(a) If the Commissioner believes that the colleotion
of any lax (other than income taa:,‘ esiate taz, and gift

taz) under any provision of the internal-revenue laws will

Sryroumg
be jeopardized by delay, he shall, whether or not the time

otherwise prescribed by law for making return and paying
such taz has expired, immediately assess such tax (together
with all interes and penalties the assessment of which is
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) promded for by law) Such laz, penalties, and mterest shall

thereup(m Become zmmedzately ‘due and payable, and tm-
med:ate notwe and demand shall be made by the collector for
the pm/ment thereof. Upon fadure or refusal to pay such

penalty, and interest, collection thereof by distraint shall
8187 of the Revised Statutes, as amended. '

" “( b) The collection of the whole or any part of thc
amount of such assessment may be stayed by ﬁlmg with the
collector a bond in such amount, not exceeding double the

" amount as to which the stay 18 de:nred and with such suretws,

as the collector deems necessarz/, condztwned upcm the pau—

ment of the amount collection of which 1s stayed, a the

time at whwh, but for this section, such amount would be

SEC. 511. CIFTS OF PROPERTY SUBJECT TO POWER.

* Subsection (c) of section 501 of the Revenue Act of
1932 (relating io the innpplicability of gift tax in the c@
oflthe transfer' of property in trust subject to the power of
the donor to revest title in himself) i3 repealed. .

Nb';;z --Sectlon 501 zc) of the Revenue Act of 1932, repealed by the

above provision, reads as follows: -

The tax shall not beakemfere#pnper&ymm
where the power to rovest in demmleweuehpmpersymmted

“in the either olone or in eonjunction with ”&oaoa

] b %Wmﬁhe&pm“of
{other mmmmuﬂmuu.m

then
she dener €4 of the ob b0 such and
by i o gl gy hior ek v o e
bgeomidondtobeamby&edm oueh inoome by gift:



'SEC. 512. GENERAL COUNSEL FOR THE TREASURY.
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!

" " (a) There is hereby created in the Department of ’the
Treasury the office of General C’ou'nsel for the Department
of the Treasury (hereinafter in this section referred to as
the “ General Counsel”). The Geﬁerél Counsel shall be
appointed by the President, by and with the advice and

“consent of the Senate, and shall receive compensation at

the rate of $10,000 per annum. The General Counsel shall
be the chief law officer of the Department, and shall perform

such duties in respect of the legal activities thereof as may

be prescribed by the Secretary or rvequired by law. The
Secfétary may éppoint and fix the duties of such Assistant
Qeneral Counsel (not to exceed siz) and such other officers
yaim‘d eﬁploym as he may deem necessary to assist the Gen-
eral Counsel m the performance of his duties, The Secre-
targ) ﬁ;dy designate one of such Assistant General Counsel
to act as the Qeneral Counsel during the absence of the
General Counsel. The General Counsel is authorized to
delegate to any Assistant General Counsel any authority,
duly, or function which he is authorized or required to exer-
cise or perform. The Assistant General, Cé}gnsgl provided

for in this subsection may be appointed and compensated

" without regard to the provisions of the Classification Act
- of 1993, as amended, and the Civil Service laws, and shall

receive compensation at such rate (not in excess of $10,000



© @ I S R W O -

DD DD D) DD DD ke bt et b s e e e ek ek
B W D R O D @ I D s W D = O

292
per annum) as may be fived by the Secretary. The rate

~of compensation of any person appointed under the pro-

visions of this subsection shall be subject to the reduction
applicable to officers and emplogees of the Federal Govern-
ment generally.

(b) The offices of General Counsel for the Bureau
of Internal Revenue, Assistant General Counsel for Zhe
Bureau of Internal Revenue, Solicitor t;f the Treasury,
and Assistant Solicitor of the Treasury are hereby abolished.
The powers, duties, and functions of such b/ﬁces are hereby
transferred to the Gleneral Counsel. This subsection shall
take effect when the General Counsel first appointed under
subsection (a) qualifies and takes office.

(¢) Nothing in this section shall be construed to affect
the duties, powers, or functions imposed upon, or vested in,
the Department of Justice, or any officer thereof, by existing
law.

SEC. 513, ASSISTANTS IN THE TREASURY.

The Secretary of the Treasury is authorized (without

regard to the Classification Act of 1923, as amended, and

the Civil Service laws). to appoint and fix the compensation

.of ten assistanits at rates of oompemafion of not to exceed

$10,000 per annum, but the rates so fived shall be subject
to the reduction applicable to officers and employees of the
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Federal Government generally. The Secrelary is author-
1zed to delegate to such assistants any authority, duty, or

function which he is authorized or required to exercise or

perform.  Whenever the President declares by Ewecutive
order that the emergency requiring the appointments under

. this section has ceased to exist, the persons appointed under
" this section shall cease to hold office under this section, and the

power of the Secretary under this section shall terminate.
SEC. 514. PENALTIES AND AWARDS TO INFORMERS WITH RE.
SPECT TO ILLEGALLY PRODUCED PETROLEUM.
(a) Any person liable for tax on any income from
illegally produced petroleum, who wilfully fails to make
return showing such income within the time prescribed by
law or 30 days after the enactment of this Act, whichever
expires later, shall, in addition to all other penalties pre-
soribed by law, be liable to a civil penalty of $500 plus
$50 for each day during which such failure continues.
(b) Any person not an officer of the United States
who furnishes to the Commissioner or any collector original
information leading to the recovery from any other person |
of any penalty under this section may be awarded and paid
by the Commissioner a compensation of one-half the penalty

80 recovered, as determined by the Commissioner.
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( c) s used in tlm sectwn, the term “ingome from
dlegall y produced petroleum " means am/ incomis (not
' shoim on a return made within the ttme prescnbed by law
or 80 days after the enactment of this Aot whichever ea:pzres
later) arising out of any sale or purchase of orude petroleum
wtthdrawn from the ground subsequent toJ anuary 1 1932
in molotwn of any State or Federal law (not moludmg

wzthdrawal in vwlatum of any’ code of fazr competmon

approped under the National Industrial Recovery Act or

‘illegol withdrawal the vpenalties for which have been miti-

(/ated or satw/zed n pursuance of law przor to the enactment
of this Act), or ar mng out of any fee derwed from actmg

as agmt for any seller or purchaser in connection wzth a

| sale or purohase of such petroleum or products thereof,

any amount illegally received by any person charged with
the enforcement of 'law':u;ith respect to such peiroleu o

ey
y

products thereof.

Section 1001(a), as amended, of the Revenue Act
of 1932, and scction 2 of the Act entitled “An’ Act To extend

" the gasoline taz for onc year, to modify postage rates on

mail n‘mtter,land for other purposes”, approved: June 16,
1933, are amended by strtkmy out “1934" wherever such

date appears and inserting in lieu thereof “ 1935 ",
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will, after the above amendment, read as follows:

, post cards, and except ot
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Norn.—Section 1001(a), as amended, of the Revenue Act of 1952
SEC. 1001, POSTAL RATES, ~
() On and after the thirtieth day after the date of the enactment
of this Act and until July 1, 1034 1836, the rate of postage on all mail
matter of the first class %xcagt postal cards and private mailing or

exc er first class matter on which the rate of

postage under existing law is 1 cent for each ounce or fraction thoreof)

shall be 1 cent for each ounce or fraction thereof in addition to the rate

provided by existin§ law: Provided, That such additional rate shall not

sp ly on or after July 1, 1933, to first-class mattor mailed for local
elivery. , ‘

Beation 2 of the Aot entitled “An Act to extend the: gasoline tax
for one year, to modify postage rates on mail matter, and for other
purvoses’’, approved June 16, 1033, will, after the above amendment,
reau as follows: oo - o e g

8kc. 2. The President is authorized during the period ending June
30, 1034 1835, to groclaim such modifications of postage rates on mail
matter (except that in the case of first-class matter the rate shall not be
reduced to less than 2 cents an ounce or fraction thereof) as, after a

e

- survey by him, he may deem advisable by reason of increase in fmsiness,

the interests of the public, or the needs of the Postal Service, and such
modifications shall b in effect on and after such date as he shall o})roclaim
and until July 1, 1034 1985. In case a modification of the rate of postage
on first-class matter is proclaimed, the President shall also make a
corresponding modification in the percentages of gross postal receipte
miﬁed in section 1001(c) of the Revenue Act of 1032 as amended b
is Act, which percentages shall be in offect during the period suc
modification of the rate of postage on first-class matter 18 in effect.
Nothing in this section shall be construed as giving the President author-
ity to change the rate fixed by law on first-class matter mailed for local
delivery, postal cards, and private mailing or post cards.. - . -

TITLE IV—EXCISE TAXES
SEC. 601, FRUIT JUICE TAX. !
Subsection (a) of section 615 of the Revenue Act of
i932 (relating to the tax on soft drinks) is 'ameAn.ded s

follows:

(a) Paragraph (2) thereof s repealed;
(b) Paragraph (3) thereof is amended to read as
follows: - . S T P Y
“(2) Upon all imitations of unfermenécd fruit
juices (except grape juice), in natural or slightly con-

centrated form (as distinguished from finished or foun-

. 1
) . (.‘
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tain syrups), intended for consumption as beverages

with the addition of | water‘or water and sugar, and

upon all carbonated beverages, commonly known as

soft drinks (except those described in paragraph (1)),

manufactured, compounded, or mized by the use of

concenirate, essence, or extract, instead of a finished

or fountain syrup, sold by manufacturer, producer, or

importer, a tax of 2 cents per gallon.” ; and

(c) Paragraph (4) thereof is amended by striking
out “(except grape juice)”, and by striking out “ pyre
apple cider” and inserting in lieu thereof * fruil juices”.

Nore.—Paragraphs (2), (3), and (4) of section 615 (a) of the
Revenue Act of 1932 {)vill, after the above amendmonts, read as follows:

SEC, 6]5. TAX ON SOFT DRINKS.
(a) There is hereby imposed—
] ] [ ] *

] L .
{3) Upen unfermented grape juice; in notural or eoneentrated form

{whether or net sugar hae been added)y conteining 35 per centum or lese

::' sbymbheddby&emmﬂmo
€3} (2) Upon all imitations of unfermented fruit juices (except grape

juice), in natural or slightly concentrated form; er sueh fruib $0
wml suger has been Jorm (as distinguished from.ﬁniahe»(for foun-
tain syrups), intended for consumption as beverages with the addition
of water or water and sugar, and upon all imitations ef any sueh fruib
juieesy olf carbonated beverages, commonly known as soft
drinks (except those described in paragrapf: (1)), manufactured, com-
pounded, or mixed by the use of concentrate, essence, or extract, instead
of a finished or fountain syrup, sold by manufacturer, producer, or
importer, a tax of 2 cents per gallon.

(3"0 n all still drinks grape juiee), containing less than
one-half of 1 per centum of alcohol Xvolume, intended for consumption
a8 beverages in the form in which sol fexce t natural or artificial mineral
and table waters and imitations thereof, and pure apple eider frust juices),
;g,ll(ll by the manufacturer, producer, or importer, a tax of 2 cents per

on.

SEC. 602, TAX ON CERTAIN OILS.
(a) There 8 hereby imposed upon the first domestic

processing of coconut oil or sesame oil, or of combinations or
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miztures brought into the United States in chief value of
either or both such oils, a tax of 5 cents for each pound
thereof prooessed, which shall be paid by the processor.
For the purposes of this section, the term *‘ first domestic
processing ' means the first use in the United States, in the
Mnufwture or production of an article intended for sale,
of the article with respect to which the tax is imposed.

(b) Each processor required to pay the tax imposed by
his section shall make monthly returns under oath in dupli-
cate and pay the tax to the collector of internal revenue
for the district in which is located his principal place of
usiness, or if he has mo place of business in the United
States, then to the collector of internal revenue at Balli-
more, Maryland. Such returns shall contain such infor-
mation and be made at such fimes and in such manner as the
Commissioner of Internal Revenue, with the approval of the
Seo;'etary of the T'reasury, may by regulations prescribe.
The tazx shall, without assessment by the Commissioner or
notice from the collector, be due and payable to the collector
at the time so fixed for filing the return. If the tax is not
paid when due, there shall be adc‘l’e‘a‘z’ll a8 part of thf‘gam interest
at the rate of 1 per centum per month from the time the
tax became due until paid.

" (c) Subjeot to such rules and regulations as the Con-
missioner, with the approval of the Secretary, may presoribe,
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any person who-has sold to a State, or political. subdivision

thereof, for use in the exercise of an essential governmental

-function any article containing any such oil, combination,

or mizture, upon the processing of which a.tax has been
paid under this section shall be entitled to a credit or refund
of the tax paid with respect to the quantity of such oil, com-

_bination, or mixture coniained in such article. ;

(d) Upon the exportation to any foreign country or

" to a possession of the United States of any article wholly

or in chief value of an article with respect to the processing
of which a tax has been paid under this section, the ex-
porier thereof shall be entitled to a refund of the amount
of such tax. Upon the giving of bond satisfactory to the
Secretary for faithful observance of the provisions of this
section requuring the payment of taxes, any person shall
be entitled, without payment of the tax, to process for such
exportation any article with respect to which a taz is m-
posed by this section.

(e) If (1) any person has, prior to January 26,

1934, made a bona fide contract for the sale on or after

the effective date of -this section of any article wholly. or
in chief value of an article with respect to. which a taz is im-

posed by this section or of any article with respect to which a

. taw is imposed by this subsection, and if (2) such contragt

does .ot permit the addition. to the amount to be paid
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thereunder of the whole, of such taz, then (unless the con-
- dract expressly prohibits such addition) the amount to be
" paud thereunder of the whole of such taz, then (unless

the contract expressly prohibits suck addition) the vendee

- shall pay so much of the tax as is not permitted to be
. added to the contract price. Taxes payable by the vendee

shall be paid to the vendor at the time the sale isicon-
summated and shall be returned and paid to the United
States by the vendor in the same manner as other taves
under this section. In case of failure or refusal by the
vendee to pay such taxes to the vendor, the vendor shall
report the facis to the Commissioner, who shall cause col-
lection of such taxes to be made from the vendee.

(f) Al provisions of law (including penalties) apph-

cable in respect of tazes iniposed by section 600 of the Revenue
- Act of 1926 shall, insofar as applicable and not inconsistent

- with this section, be applicable in vespect of the tazes imposed

by this section. ,

(g) All collections under this section shall, notwith:
standing  any other provisions of law, be covered inta
the general fund of the Treasury of the United States.

SEC. 603. TAXES 6N LUBRICATING OIL AND GASOLINE.

(a) Effective on.the thirtieth day after the date of the

+ .enactment -of this Act, the second sentence of. section
© 601(c)(1) of the Revenuye Act of 1932, as amended, -is
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amended to read as follows: “ Bader regulations presoribed
by the Commissioner with the approval of the Seeretery;
no tax shall be impeosed under this seetion upen lubricating
oils seld to & menufaeturer or producer of lubricating oils for
resele by him; but for the purposes of this title sueh vendee
shall be eonsidered the manufeeturer or produeer of suech
labrieating oils: Any person to whom lubricating oils
were sold tax-free under this paragraph prior to the
effective date of ils amendment by the Revenue Act of
1934, shall be considered the manufacturer or producer
of such lubricating oils. Every person liable for taz under
this paragraph shall register and file. bond as provided in
section 617. No sale of lubricating oil after the effective
date of the amendment of this paragraph by the Revenue
Act of 1934 shall be tax-free under section 680 and no
credit with respect to tax on any such sale shall be allowed
under section 621(a)(1). A credit against tax under this
paragraph, or a refund, may be allowed or made to a many-
facturer or producer with respect to the sale (after the effec-
tive date of the amendment of this section by the Revenue
Act of 1934) of lyhricating oils if the manufacturer or
producer has in his possession such evidence as the regula-
tions may prescribe (1) that such lubrisating oils have been
used by any other person m the manufacture or production
of any article upon which tax has‘bm paid under this title



RO DO RO DD et s S oy
E R 8B 8EERAREEE DS

© ® U S O e ® W -

241
und (2) the manufactuver or producer has repaid or agroed
to repay the amount of such taz to his vendee or has oblained
thewrdtenwnsentofhwvmdeetotlwallowamofsuch
credit or refund.
(b) Effective on the thirtieth day after the enactment of
this Act, section 617 of the Revenue Act of 1932, as amended,

. 18 further amended to read as follows:

“SEC. 617. TAX ON GASOLINE.

“{a) There is hereby imposed on gasoline seld by the
importer thereof or by o produeer of gasoline; o tax of &
oont & gellon; exceps that undor regulations proseribed by
tho Commissioner with the approval of the Soeretary the
tax chell net epply in the ense of sales to o produccr ef
gaseliner

“4b) H o producer or importer uses {otherwise then i
the produetion of geseline)- gaseline sold to him froe of tax;
or preduced or imported by him; such use shall for the pur-
poses of this title be eonsidered o sale:

“4o) As used in this section—

“41) the tomn “producer includop o refinor; eom-
pounder; or blendor; and o deplep. wbing, Qpinigg oo
sively to produeors of gasoline; as well as § produeer

(2)- the torm ‘“gasoline moans gasoline; bensol; and
any other liquid the ehief uso of which is as a fuel for the
propulsion of metor vehieles; moter boats; or acreplanes:

J.41951—16
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As ased in this paregreph the term ‘henszol’ does not

inelude bennol sold for use otherwise than as o fuel for the

propulsion of motor vehicles; motor boats; or sirplanes; and
otherwise then in the manufueture or produetion of sueh
fuek

“(a) There is hereby imposed on gasoline sold by the
producer or importer thereof, or by any producer of gaso-
line, a tax of 1 cent a gallon. | .

“(b) If a producer or‘impow-ter uses (otherwise than
in the production of gasoline) gasoline produced or im-
ported by him, such use shall for the purposes of this title
be considered a sale.

“(c) As used in this section—

“(1) the term ‘producer’ includes .only pro-
ducers, refincrs, compounders, and blenders; but any
person who purchased gasoline free of tax under this
section prior to the effective date of us amendment
by the Revenue Act of 1934 shall be considered the
producer of such gasoline.

“(2) the term ‘ gasoline’ means (A) all products

; \,»comnwnly' on commercially known or sold as gasoline
(including casinghead and natural gasoline), benzol,
benzene, or naphtha, regardless of their ‘classification
or uses; and. (B) any other liquid which is prepared,
advertised, offered for sale or sold for use as. or used

i 1 ¥ .
tag- H gt
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‘1 as, a fuel for the propulsion of motor vehicles, motor
D) boats, or airplanes. ‘
3 - “(d) No sale of gasoline after the effective date of
4 the amendment of this section by the Revenue Act of 1934
5 shall be tax-free under section 620 and no credit with
@ respect to tax on any such sale shall be allowed under
7 section 621(a)(1).
8 “(e) A credit against tax under this section, or a.
9 refund, may be allowed or made to a producer or importer
10 in the amount of tax paid by him under this section with
11 respect to the sale (after the effective date of the amendment
12  of this section by the Revenue Act of 1934) of gasoline if
18  the producer or importer has in his possession such eviderice
14 a3 the regulations may prescribe establiéhing that- (1) such
15 gasoline (A) has been used by any other person as material
16 in th'e‘manufacture or production of, or as a component part
17  of, any article upon which tax has been paid under this title
18 or (B) has been resold and tax under this section paid on
19 such resale or (C) (in the case of benzol only) was sold
20 for use and used otherwise than as a fuel for the propulsion
21 of motor vehicles, motor boats,-or airplanesyiand (2) the
22 producer or importer has repaid or agreed to repay the
23  amount of such tax to his vendee or has oblained the wrillen
24

consent of such vendee to the allowance of the credit or
26 refund. - '
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“(f) Every person subject to taz under this section qr
section 601(c) (1) shall, within 30 days after the enaciment
of the Revenue Act of 1934, or before commencing business,
register with the collector for the district i which is located
his principal place of business or, if he has no principal place
of business in the United States, with the collector at Balti-
more, Maryland, and shall give a bond, to be approved by
such collector, conditioned that he shall not engage in any
attempt, by himself or by collusion with others, to defravd
the United States of any tax under such sections; that he
shall render truly and completely all returns, statements,
and inventories required by law or regulations in pursuance
thereof and shall pay all taxes due under such sections; that
whenever his sales for any month exceed or are likely to
exceed the amount upon which the sum of such bond was
based he shall immediately give notice thereof t0 such col-
lector; and that he shall comply-with all requirements of law
and regulations in pursuance thereof wilh respect to laz
under such sections, Such bond shall be in such sum as the
collector }nay‘ require in accordance with regulations pre-
scribed.byothe Commissioner with the approval of the Secre-

“tary, but not less than $2,000. The collector may from time

to time require new or additional bond in accordance with
this sechion, Every. person who tacurs any lability for taz
under this section or section 601(c)(1) after 30 days after
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the enactment of the Revenue Act of 1934, wzthmu first regis-
tering and giving bond as required by this subsection, shall
upon conviction thereof be. fined not more than $5,000 or
imprisoned not more than five éears, or both, together with
the costs of prosecution.” .
SEC. 604. TAX ON PRODUCTION OF CRUDE PETROLEUM.

(a) There i3 hereby imposed on crude petroleum pro-
duced in the United States a tax of one-tenth of 1 cent per
barrel of 42 gallons, to be paid by stamp by the producer
prior to removal from the premises where produced, refining
on the premises, or any other disposition of such peiroleum.
In determining the quantity of cruds petroleum produced,
préper allowance shall be made for basic sediment and water.

(b) The Commissioner shall issue suitable stamps
denoting the payment of the taz imposed by this section to
cach collector, upon his requisition, in such numbers as may
be necessary in his district. Such stamps shall be in such
form and denominations as the Commissioner shall prescribe,
and shall be sold by the collector to producers only, upon
application under oath showing necessity. therefor.

(¢) No person shall tramspord. gny. oruds. petroleum
from the premises where produced, or reoeive cruds petro~
leum from such transportation, unless such transportation is
covered by a run tcket, bill of lading, or similar document
bearing stamps denoling the payment of tax on such petro-
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. leum, cancelléd as prescribed by regulations under this. sec-

tion. Any crude peiroleum iransported or received in viola-
tion- of this section shall be forfeited to the United States.
Every person receiving any crude petroleum from. trans-

portation from the premises where produced shall preserve

. such stamped documents as a part of the records required

by law or regulations in pursuance thereof.

(d) If any person other than the producer has any
interest in crude petroleum subject to tax under thig seclion,
such person shall, in liew of the producer, be liable for so
much of such tax as is proportionate to his interest in such
petroleum. The tax imposed by this subsection shall be col-
lected from such person by the producer, who shall pay such
tax to the United States in the same manner as tazes impbsed
by subsection (a). The producer \may collect such tax by
withholding the amount thereof from any payment to such
person with respect to such petrolewm, and the producer is
hereby indemnified against the claims and demands of such
person for any amounts withheld in accordance with this
subsection. | ;

o (&) Bvery producer shall (in addition to records and
\reports otherwise required by law or regulation) keep such
records of his daily crude oil production as sha}l. be pre-
scribed by regulations under this section, and shall make
monthly reporis thereof under oath at such times and in such
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manner as. the regulations shall prescribe. - Records and re-
ports required under this section shall be open to inspection al
all reasonable hours by any duly authorized representative
of the Commassioner or any agency of the United States or
any Stale having supervisory or regulatory powers over
the production of crude petroleum.

(f) If (1) any person has, prior to the enactment of
this Act, made a bona fide contract for the sale of crude
petroleum with respect to which a tax is imposed by éub—
section (a) or (b) or this subsection and (2) such contract
does not permit the addition to the amount to be paid there-
under of the whole of such tax, then (unless the contract
capressly prohibits such addition) the vendor shall not be
liable for so much of the tax as is not permitted to be added
to the contract price, and the vendee shall pay a tax on the
pgtrolemn purchased equivalent to the amount of the prodiic
tion tax mot pemziﬂedx to be added to the contract price.
Taxes payable by the vendee shall be paid to the vendor at
the time the sale is consummated and shall be paid to the
United States by the producer in the same_manne:r as tazes

imposed by subsection (a). In'ease of failura or refusal

by the vendee to pay such taxes to the vendor, the vendor

shall report the facts to the Commissioner, who shall cause

 collection of such tases to be made from the.vendee, . . °

PP SR P
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- o (g) As used in this section: the. term - producer”
. means the person operating a well producing cruds petraleum

or otherwise taking erude petroleum from the earth or waters
thereof. |

(k) The Commissioner, with the approval of the Secre-
tary, shall prescribe swoh regulations as ke deems necessary
for the enforcement of this section.

(i) All provisions of law (including penalties) ap-
plicable with respect to the taxes imposed by section 600 of the
Revenue Act of 1926, shall, in so far as applic;zble and not
inconsistent with this section, be applicable with respect to
the taxes imfosed by this section. '

(j) Any person who violates any provision of this
section or who, with intent to defraud, falsely makes, forges,

alters, or counterfeits any stamp made or used under this

- gection, or who use.é, sells, or has in his possession any such

f(;fged, altered, or counterfeited stamp, or any plate or die
used or which may be used in the manufacture thereof, or
who _makee, uses, sells, or has in his possession any paper

in imitation of the paper used in the manufacture of any

. suchs slamp) or who mahes any false statement in any appli-
~ .cation for stamps under this section, or who has in his
. possession any- such stamp obtained by him oMise than
as promded in this section or who sells or ir’a‘haféré any

such stamp otherwise than as provided in this section, shall

. T e
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" .on conviction bs punished by. a fine not -exoeeding $10,000
-or by imprisonmend at hard labor not excooding: five years,
or-by. both. '

(k) This section shall take effect on the day after the
date of the enactment of this Act. The Commissioner with the
approval of the Secrelary may provide by regulation for the
payment of the: tax wmposed by this section by return until

* such time. (as spscified in suh vegulations) as the stamps
“required by this section will be available. The provisions
10. .of subseotion (c) shall not be effective. until such time.

11 SEC. 605. TAX ON REFINING OF CRUDE PETROLEUM.

12 (a) There is hereby imposed (1) on crude petrleum
15 refined or processed in the United States, ¢ tax of one-

® ® 1 B TR W D

14 tenth of one cent ‘per barrel of forty-two gallons, to be
15 paid by the refiner or processor, and (2) on gasoline pro-
186  duced or recovered in the. United Staies from natural gas
17 a taz of one-lenth of one.cent per barrel of forty-two gal-
18 lons, to be paid by the person producing or recovering such
19  gasoline. L )

20 .. (b) Every person liable for taxz under #his section
21 shall make monthly returns updor Gath indriplicate for.
22  each plant or refinery, and pay such taxes to the collector
28 . for the distriot in which such plant or refinery is located.
24 Buch returns shall contain sush: information ang be made
a5 at such times and in such manner. as the Commissioner with
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- the approval of the Secretary may be regulations prescribe.

The tax shall, without assessment by the Commissioner or

notice from the collectvr, be due and payable to the ‘collector

at the time fived for filing the return. If the tax 18 not paid

when due there shall be added as part of the tax interest at
the rate of one per centum a month from the lime when the
tax becomes due until paid. Every refiner or processor
shall (in addition to records otherwise required by law
or regulation) keep such records as shall be preScribéd by
regulations under this section showing daily receipts,ﬂstc;ckvs,
and disposals of crude petroleum and the names and ad-
dresses of the persons from whom received. Every. person
handling, transporting, storing, or dealing in any manner
in crude petroleum shall keep such records with respect to
transactions in vcrude petroleum as shall be required by
regulations under this section. Returns and records required
under this section shall be open 4o inspection at all reasonable
hours by any duly authorized representgtive of the Com-
missioner or 'ény agency of the United States or any State
having supervisory or regulatory powers gver the produc
tigny of .srude petralews. oo |
(c) If (1) any person has, prior to the enactment of
this Act, made a bona fide contract for the sale of gasoline

~or any product of crude petroleum upon whick gasoline or

. petroleum a tag is imposed by subscction (a) or with respect
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0 which yasoline ov product a taz is imposed by this subsec-
tion and (.2)' such contract. does not permit the addition to
the amount to be paid thereunder of the whole of such tax,
then (unless the‘comract expressly prohibits such addition)
the vendor shall not belliable for-so much of the tax under
subscc.wm (a) as is not permilted to be added to the contract
price, and the vendec shall pay a taz on the article purchased
equivalent to the tax under subsection (a) not permitted to
be added to the contract price. Taxes payable by the vendee
shall be paid to the vendor at the time the sale is‘consummgted
and shall be paid to the United States by the vendor in the
same manner as taxves imposed by subsection (a). In case
of failure or refusal by the vendee to pay such taxes to the
vendor, the vendor shall 1'epb1't the facts to the Commassioner,
who shall cause collection of such taxes to be made from the
vendee.

(d) As used in this section, the term “ gasoline”’ means
gasoline as defined in section 617 of the Revenue Act of
1932, as amended. |

(e) The Commissioner, with the approval of the Secre-
tary, ;shall 'prescribe such regulutions's. he>Heemy mecessar'y
fc;r the enforcement of this section.

. (f) All provisions of law (including penaltws) appli-
cable wzth respect to the taves imposed by sectwn 600 of the

Reveuue Act of 1926, shall, in so far as applwable and not
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inconsistent. with this section, be applicabls with-respect 1o
the taxes imposed by this section.

(g) This section shall take effect on the day after the
date of the enactment of this Act.

- SEC. 606. TERMINATION OF BANK CHECK TAX.

Section 751, as amended, of the Revenue Act of 1932
i amended by atm'fcing out “July 1, 1936 " and inserting
in lieu thereof * January 1, 1935".

Nore.—Section 751(a), as amended, of the Revenue Act of 1982
nmlf)ols;xgataxonchecks etc., will, after theuboveamendment,mad
es follows:

SEC. 751. TAX ON CHECKS, ETC.

(a) There is hereby imposed a tax of 2 cents upon each of the
following instrumen resented for payment on or after the 15th
day after the date of the enactment of this Act and befom July -l-‘
1036; Jammry 1, 1986. Checks drafts, or orders for the 5layment 0
money, drawn upon any bank, bmker, or trust company; su
paid y the maker or drawer.

TITLE V—GENERAL PROVISIONS
SEC. 1111 701. DEFINITIONS,
| (a) When used in this Acb-—-_
(1) The term “ person” means an individual,
a trust or estate, a part;xership, or a corporation.
(2) The term “ oorporatioii " includes associa-
tions, joint-stock companies, and insurance companies.
e mm(s) '{‘l}g(tﬁm ‘ partnership ”’ includes a syndi-
cate, group, pool, joint venture, or other unincorpo-
rated organization, through or by means of which any
business, financial operation, or venture is carried op,
and which is not, within the meaning of this Act, a
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trust or estate or a corporation; and the term * part-
ner” includes a member in such a syndicate, group,
pool, joint venture, or organization.

(4) The term “ domestio” when applied to a
corporation or partnership means created or organized
in the United States or under the law of the United
Btates or of any State or Territory.

(5) The term “ foreign ” when applied to a cor-
poration or partnership means a corporation or part-
nership which is not domesﬁc.

(6) The term °fiduciary ” means a guardian,
trustee, executor, administrator, receiver, conservator,
or any person acting in any fiduciary capacity for any
person.

(7) The term “ withholding agent” means amy
person required to deduct and withhold any tax under
the provisions of section 143 or 144.

(8) The term “stock ” includes the share in an
association, joint-stock company, or insurance coms
pany.

(9) The term * shareholder” includes a member
in an association, joint-stock company, or insurance

company.
(10) The term “ United States ” when used in a

geographical sense includes only the States, the Terri- . -
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tories of Alaska and Hawaii, and the District of
Columbia.

(11) The term “ Secretary ”, means the Secretary

of the Treasury. |
(12) The term “ Commissioner "’ means the Com-
- missioner of Internal Revenue.

(13) The term * collector ” means collector of

internal revenue.

’

(14) The term “taxpayer ” means any person
subject to a tax imposed'by this Act. '

(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. 3113 702, SEPARABILITY CLAUSE.

If any provision of this Act, or the application thereof
to any person or circumstances, is held invalid, the remainder
of the Act, and the application of such provisions to other
persons or circumstances, shall noi be affected thereby.
SEC. 1143 703. EFFECTIVE DATE OF AC'I;.

Except as otherwise provided, this Act shall take effect

upon its enactment.
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{COMMITTEE PRINT NO. 11
REVENUE ACT OF 1934
COMPARATIVE PRINT

Showing Chenges froma Existing Lew Made by the
Bill as Passed by the Howe of Ropresentatives

o] H. R. 7835

AN ACT
To provide revenue, equalise taxation, and for
other purposes.
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