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1 TITLE I-INCOME TAX

2 SUBTITLIA A--INTRODUCTORY PROVISIONS

3 SEC. 1. APPLICATION OF TITLE.

4 The provisions of this title shall apply only to the

5 taxable yev M and eeeeag taable years benninM

6 after December 31, 1933. Income, war-profits, and excess-

7 profits taxes for taxable years ioenedin the m..bie yew,

8 4O8 beginning prior to January 1, 1934, shall not be"

9 affected by the provisions of this title, but shall remain subject

10 to the applicable provisions of prior revenue Acts, except as.

11 such provisions are modified by Title I III of this Act or

12 by legislation enacted subsequent to this Act.
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I BBC. L CROSS RIFERENCEB.

2 The cross references in this title to other portoti of

S tho title, where the word "see" is used, are made only for

4 convenience, and shall be given no legal effect.

BXC. 8 CLASSIFICATION OF PROVISION&

6J The provisions of this title are herein classified and

7 designated a--

* Subtide A-Introductory provisions,

9 Subtitle B-General provisions, divided into Parts

10 and sections,

11 fiebtitle 0-Spplemental provisions, divided into

12 Supplements and sections.

15 SC. 4. SPIAL CLASSES OF TAXPAYERS

14 The application of the General Provisions and of Supple-

15 ments A to D, inclusive, to each of the following special

16 classes of taxpayers, shall he subject to the exceptions and

17 additional provisions found in the Supplement applicable to

18 suoh ohm, as follows:

19, . (a) Estes and trusts and the beneficiaries thereof,-.

20 Supplement E.

21 (b) Members of partnerships,-Supplement F.

22 (o) Insurance compaies,-Supplement 0.

25 (d) Nonresident alien individuals,--Supplement H.

24 (e) Foreign corporations,-.Supplement I.
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1 '(f) Individual citizens of any possession of the United

2 States who are not otherwise citizens of the United States and

8 who are not residents of the United States,--Supplement J.

4 (g) Individual citizens of the United States or domeso

5 corporations, satisfying the conditions of section 251 by

6 reason of deriving a large portion of their gross income from

7 sources within a possession of the United States,.--supple-

8 met J.

9 (h) China Trade Act corporations,--Supplement K.

10 SUBTITLE B-GENERAL PROVISIONS

11 Part I-Rates of Tax

12 SEC. 11. NORMAL TAX ON INDIVIDUAL&

13 Thee shal he AAe7 11e4A ii ai6eiAse a

14 e yea upea the fet ineee of evey iadiidu a uterm

15 teq to the mem of the lw g1

16 .()4 per ee. tt of t e fiot 4 of the

17 Aiet of t6 " ifeage mi a the en&

18 "p1od i see"aeo Q e

19 41$ 8 per eetat ofk ie of @aeheeeus

20 aeun,

21 There shall be levied, collecMd, and paid for each

22 taxable year upon the net income of every individual a

28 normal tax of 4 per centum of the amount of the net income

24 in excm of the credits against net income provided in

25 notion we
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1 SEC. 12 SURTAX ON INDIVIDUALS.
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24 used in this section the term "url:.c net inome" means



1 amount of the net income in excess of the credits against net

2 ineme provided in section 25 (b).

3 (b) RATES OF SURTAX.-There shall be levied, col-

.4 lected, and paid for each taxable year upon the surtax net

r; income of evty individual a surtax as follows:

6 Upon a surtax net income of $4,000 there shall be

7 no surtax; upon surtax net incomes in excess of $4,000

8 and not in excess of $8,000, 4 per centum of such excess.

9 $160 upon surtax net incomes of $8,000; and upon

10 surtax net incomes in excess of $8,000 and not in excess

I I of $10,000, 5 per centum in addition of such excess.

12 $260 upon surtax net incomes of $10,000; and

13 upon surtax net incomes in excess of $10,000 and not in

14 excess of $12,000, 6 per centum in addition of such

15 excess.

16 $380 upon surtax net incomes of $12,000; and

17 upon surtax net incomes in excess of $12,000 and not

18 in excess of $14,000, 7 per centum in addition of such

19 excess.

20 $520 upon surtax net incomes of $14,000; and

21 upon surtax net incomes in excess of $14,000 and not

22 in excess of $16,000, 8 per centum in addition of such

23 .. excess.

24 $680 -upon surtax net incomes of $16,000; and

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

2 su excess.

8 $880 upon surtax net incomes of $18,000; and

4 upon surtax net incomes in excess of $18,000 and not

5 in excess of $20,000, 12 per centum in addition of such

6 excess.

7 $1,120 upon surtax net incomes of $20,000; and

8 upon surtax net incomes in excess of $20,000 and not

9 in excess of $22,000, 14 per centum in addition of

10 such excess.

11 $1,400 upon surtax net incomes of $22,000; and

12 upon surtax net incomes in excess of $22,000 and not

18 in excess of $26,000, 16 per centum in addition of such

14 excess.

5 $2,040 upon surtax net incomes of $26,000; and

16 upon surtax net incomes in excess of $26,000 and not

t7 in excess of $32,000, 18 per centum in addition of such

18 eXCess

19 $3,120 upon surtax net incomes of $32,000; and

20 upon surtax net incomes in excess of $32,000 and not

21 in excess of $38,000, 21 per centum in addition of

22 such excess.

23 $4,380 upon surtax net incomes of $38,000; and

24 upon surtax net incomes in excess of $38,000 and not

25 in excess of $44,000, 24 per centum in addition of such

26 eMM.
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$5,820 upon surtax net incomes of $44,000; and

2 upon surtax net incomes in excess of $44,000 and not

3 in excess of $50,000, 27 per centum in addition of such

4 excess.

5 $7,440 upon surtax net incomes of $50,000; anl

6 upon surtax net incomes in excess of $50,000 and ',ol

7 in excess of $56,000, 30 per centum in addition of such

8 exces.

9 $9,240 upon surtax net incomes of $56,000; and

10 upon surtax net incomes in excess of $56,000 and not

S1 in xcess of $62,000, 33 per centum in addition of sueh

12 ees.

13 $11,220 upon surtax net income of $62,000;

14 and upon surtax net incomes in excess of $62,000 and

15 not in excess of $68,000, 36 per centum in addition of

16 such excess.

17 $13,380 upoir surtax net incomes of $68,000,

18 and upon surtax net incomes in excess of $68,000 and

19 not in excess of $74,000, 39 per centum in addition ev

20 such excess.

21 $15,720 upon surtao not inreonme of WA4O0e;°

22 and upon surtax net incomes in excess of $74,000 and:

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

24 such aecem.

J. 41951-2
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$18,240 upon surtax net incomes of $80,000; and

2 upon surtax net incomes in excess of $80,000 and not in

3 excess of $90,000, 45 per centum in addition of such

4 excess.

5 $22,740 upon surtax net incomes of $90,000; and

6 upon surtax net incomes in excess of $90,000 and not

7 in excess of $100,000, 50 per centum in addition of

8 such exm.

9 $27,740 upon surtax net incomes of $100,000;

10 and upon surtax net incomes in excess of $100,000

11 and not in excess of $150,000, 52 per oentum in

12 addition of such excess.

13 $58,740 upon surtax net incomes of $150,000;

14 and upon surtax net incomes in excess of $150,000

15 and not in excess of $200,000, 53 per centum in addi-

16 tion of such excess.

17 $80,240 upon surtax net incomes of $200,000;

18 and upon surtax net incomes in excen of $200,000

19 and not in excess of $300,000, 54 per centum in

20 addition of such excess.

21 ,,, $1,,,14,241) upon surtax net incomes of $800,000;

22 and upon surtax net incomes in excess of $800,000

28 and not in excess of $400,000, 55 per centum in addi-

24 tion of such exs.

25 $189,240 upon surtax net incoma of $400,000;

46 and upon surtax net ioe in mw of $400000
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and not in excess of $500,000, 56 per centum in addi-

2 tion of such exces.

3 $245,240 upon surtax net incomes of $500,000;

and upon 8urtax net incomes in excess of $500,000

5 and not in excess of $750,000, 57 per centum in

6 addition of suck excess.

7 $387,740 upon surtax net incomes of $750,000;

8 and upon surtax net incomes in excess of $750,000 and

9 not in excess of $1,000,000, 58 per centum in addition

10 of such excess.

11 $532,740 upon surtax net incomes of $1,000,000;

12 and upon surtax net incomes in excess of $1,000,000,

13 59 per centum in addition of suh excess.

15 ' mi ed of, ot -:':"-PAtbe t Oa o mines aH4 oig of

16 w s ee ef 402.

18 WAAMIAi.4 Of ta it f Of a" 4f i ease of wt

19 me of Rot tess thea e ... ...

20 Of et ieem6 fiteme o e eg:p I0

22 metelyy see seetioa -1

23 (c) TAX ON PERSONAL HOLDING COMPANIIS.--Fr

24 tax on personal holding company, see section 102.
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(d) -'*s*e AoIDAANc OF SURTAXE BY INCOR-

PORATION'.-For tax on corporations, which accumulate

surplus to e4fade avoid surtax on stockholders, see section

144103.

SEC. M3 TAX ON CORPORATIONS.

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

and paid for each taable year upon the net income of every

corporation, a tax of 13j, per centum of the amount of the

iie& ihome i, om 0ouhe erediotit6~ fto ifteefcie pfo-

vided ift eetien 26. (For addition to rate in case of con-'

solidatod returns, see section 141.)

(b), EXEMPT CO1WOATIONS.-For corporations ex-

empt from tax, see section 4& 101., , I

'(o) TAx os PiePONA.& HOLDING COMPANIES.-For

tax qn persono4 holding companies,. se seation 102.

4e.(d) IMPIOPimR ACcuMULATION OF SVRPLUS.-

F~or tax. on corporations which acvumi.lase .surplus to evade

avoid :&',t surtax, on stockholders, see section

,444 108.

, ,~ tab e pe6ie4 1 4$io .. ef w ee

AW46oel. ate he te "al he
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S1 Part Ml-Computation of Net Icome

2 SEC. 21. N*T INCOME.

8 "Net income" means the gross income computed

4 under section 22; less the deductions allowed by section 23.

5 SEC. 22. GROSS INCOME.

6 (a) GENERAL DEFINITION.-" Gross income" .in-

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

8 wages, or compensation for personal service, of whatever

9 kind and in whatever form paid, or from professions, vopa-

l0 tons, trades, businesses, commerce, or sales, or dealings in

11 property, whether rea! or personal, growing, out of tie

12 ownership or use of or interest in, such property; also frwn

18 interest, rent, dividends, securities,. or the transaction "If

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

16 ,.and income' derived from any source whatever. In the

16. case of Presidents of the United States and judges of coujs

17 of the, United States taking office .after the te of

18 enaetei*. of "hi At June 6, 1932, the compensating

19 received as such shall be included *in gross income; and 1l

20 Acts fixing the compensation of such Presidents and judges

21 are hereby amended accordingly.

22 (b), EXCLUSIONS FROM GROSS INcoME,,-The fol-

28 lowing items shall not be included in gross income and shall

24 be exempt from taxation under this title:
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1 (1) LIPB wIsuR"o.-Amounts received under

2 a life insurance contract paid by reason of the death of

3 the insured, whether in a single sum or in

4 otherwise (but if such amounts are held by the insurer

5 under an agreement to pay interest thereon, the interest

6 payments shall be included in gross income);

7 (2) ANNUITIES, n.-Amounts received (other

8 than amounts paid by reason of the death of the insured

9 and interest payments on such amounts and other than

10 amounts received as annuities) under a life

11 . , oe, ady i insurance or endowment con-

12 tract, but if such amounts (when added to amounts

18 received before the taxable year under such contract)

14 exceed the aggregate premiums or consideration paid

15 (whether or not paid during the taxable year) then the

16 excess shall be included in gross income. Amounts

17 received as annuities under annuity or endowment con-

18 tracts shall be included in gross income; except that there

19 shall be excluded from gross income the excess of the

20 amount received in the taxable year over an amount

21 equal to 3 per centum of the aggregate premiums or

22 consideration paid (whether or not paid during such

28 year), until the aggregate amount excluded from gross

24 income under this title or prior income tax laws equals

25 the aggregate premiums or consideration paid. In the
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1 case of a transfer for a valuable consideration, by assign-

2 ment or otherwise, of a life insurance, endowment, or

8 annuity contract, or any interest therein, only the actual

4 value of such consideration and the amount of the

5 premiums and other sums subsequently paid by the

6 transferee shall bo exempt from taxation under para-

7 graph (1) or this paragraph;

8 (8) GIFTS, BEQUESTS, AND DEVIES.-The value

9 of property acquired by gift, bequest, devise, or inherit-

10 ance (but the income from such property shall be

f1' included in gross incoine);

'1" (4) TAX-FR INTE T.-Interest upon (A)

18 the obligations of a State, Territory, or any political sub-

14 division thereof, or the District of Columbia; or (fB)

15 seewuifies issued tmde, the O~isin f the Fedel

16 Lem A, op mde the o OR& AA as

17. amended obligations of a corporation organized under

18 Act of Congress, if fch corporation is an instrumen-

i9 tality of the United States; or (0) the obligations of

2the United States or its possessions. Every person

21' owning any of the obligations iw seetiite enumerated

22 in clause (A), (B), or (0) shall, in the return re-

28 quired by this title, submit a statement showing the

24 number and amount of such obligations and seetifies
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I owned by him and the income received therefrom, in

2 such form and with such information as the Commi" -

3 sioner may require. In the case of obligations of the

4 United States issued after September 1, 1917 (other

5 than postal savings certificates of deposit) and in the

6 case of obligations of a corporation organized under Apt

7 of Congress, the interest shall be exempt only if aud

8 to the extentprovided in the respective Acts authorfr

9 ing thq issue thereof as amended and supplemented, aud

to shall be excluded from gross income only if and to th9

11 extent it is wholly exempt to the taxpayer from tb

12 taxes imposed by this title;,

18 (5) COMPIENSATION FOR NJURIER1 OR SION-

14 N S.-Amounts received, through accident or healib

insurance or under workmen's compensation acts, ,

16 compensation for personal injuries or pickness, plus th

17 amount of any damages received whether by suit or

18 agreement on account of such injuries or sickness;

19 (6) MINISTM.--The rental value of a dwelliw

20 hose and appurtenances thereof furnished to a minise

21 of the gospel as tart of his compensation;

22 (7) M I80ILLANBOUS ITIMs.-The following

28 items, to the extent provided in section 116:

24 Earned income from sources without tb

25 United States;



25

1 Salaries of certain Territorial employees;

'2 The income of foreign governments;

3 Incoime of States, inunicipalities, and. other

4 political subdivisions;

Receipts of shipowners' mutual .protection

6 and indemnity associations;
7., ,0 Dividends from China Trade .Act corpora-

tions.

9- (o) INvEN~rins.-Whenever in the opinion of the

10 Commissioner. the use of inventories is necessary in order

11 clearly to dqqe.rne th income of any taxpayer,, inven-

12 stories shall be taken by such taxpayer upon such basis as

is the Commissiq.er,, with the approval of the Secretary, may

14 prescribe as conforming as nearly as may be to the best

15 accounting protice in the trade or bapiness and as most

16 clearly reflecting the income.

17 (4) IIJUTi9w By CoRoaqTlroz8.-Distribu-

8_. tions by ~rpcratios shajl be taable to the shareholders as

19 provided in section 15.,

20 (e) DETERMINATION OF GAIN oR op,-In the case

21 -,of a sal or other disposition, of property, the gain or loss

22, be9o9 tedl asP rpvided, in . 1 "a I"

2 ~ action ilL

24 (f)HOUT U IsCMD FIATOS.UC-F WITHIN A"D

25 WITHOUT UNITED STATES.-F Or computation of gross in-
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1 come from sources within and without the United States,

2 see section 119.

3 SEC. 23. DEDUCTIONS FROM GROSS INCOME.

4 In computing net income there shall be allowed as

5 deductions:

6 (a) EXPENSES.-All the ordinary and necessary ex-

7 penses paid or incurred during the taxable year in carrying

8 on any trade or business, including a reasonable allowance

9 for salaries or other compensation for personal services

10 actually rendered; traveling expenses (including the entire

11 amount expended for meals and lodging) while away from

12 home in the pursuit of a trade or business; and rentals

13 or other payments required to be made as a condition to

14 the continued use or possession, for purposes of the trade

15 or business, of property to which the taxpayer has not

16 taken or is not taking title or in which he has no equity.

17 (b) INTUs.-AII interest paid or accrued within

18 the taxable year on indebtedness, except (1) on indebted-

19 ness incurred or continued to purchase or carry, or the pro-

20 ceeds of which were used to purchase or carry, obligations e

21 aeeiafie (other. than obligations of the United States

22 issued after September 24, 1917, and originally subscribed

28 for by the taxpayer) the interest upon which is wholly

24 exempt from the taxes imposed by this title, or (2) on
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1 indebtedness incurred or continued, or the proceeds of which

2 were used, in connection with the purchasing or carrying

8 of an annuity.

4 (c) TAXES GENWtRALLY.-Taxes paid or accrued

5 within the taxable yeez, -except-

6 (1) Federo! income, war-profits, and excess-

7 profits taxes ipee4 by e the Uited

8 tes;

9 (2) income, war-profits, and excess-profits taxes

10 imposed by the authority of any foreign country or pos-

11 session of the United States; but this deduction shall be

ii allowed in the case of a taxpayer who does not signify

18 in his return his desire to have to any extent the

14 benefits of section 131 (relating to credit for taxes

15 of foreign countries and possessions of the United

16 States); ad

17 (3) etate, i/ritance, legacy, succesion, and

18 gift taxes; and

19 * (4) taxes assessed against local benefits of a

20 kind tending to increase the value of the property

21 assessed; but this paragraphishall not exclude the allow-

22 ance as a deduction of so much of such taxes as is

28 properly allocable to maintenance or interest charges.

24 Fo te ereo f obsegnyeatp -hyTaae
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3 esteT.:

4 (d) TAXES OF SHARHOLDER PAD 1Y COIwOLA-

5 TION.-The deduction for taxes allowed by subsection (c).

6 shall be allowed to a corporation in the case of taxes

7 imposed upon a shareholder of the corporation upon bis

8 interest as shareholder which are paid by the corporation

9 without reimbursement from the shareholder, but in such

10 cases no deduction shall be allowed the shareholder for th

11 amount of such taxes.

12 (e) LossEs BY INDIVIDUALS. -Hlj36 4 to the

13 tiois provided if fse t e* 4"i :i " 4 this in In ithl

14 case of an individual, losses sustained during the taxable

15 year and not compensated for by insurance or otlierwiso-

16 (1) if incurred in trade or business; or

17 (2) if incurred in any transaction entered into for

18 profit, though not connected with the trade or

19 business; or

20 (3) of property not connected with the trade or

21 business, if the loss arises from fires, storms, shipwreck,

22 or other casualty, or from theft, No loss shail be allowed

23 as a deduction under this paragraph if at the time of

24 the filing of the return such loss has been claimed as
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a dediction for estate tax purposes it the estate tax

:2 return.

3 (f) LosSES BY CORPORATIONS.-4ubee lo e he limi-
4 ations p ifdedt sabseetief * of ie iee In the

5 case of a corporation, losses sustained during the taxabIe

6 year and not compensated for by insurance or otherwise.

7 (g) WAGERING Lossa.-Losses from waging

8 transactions shall be allowed only to the extent of the gains

9 from such transactions.

10 4g+ (h) BAsIg FOR DETrERMINING Loss.--The basis

11 for determining the amount of deduction for losses sustained,

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

13 adjusted basis provided in section 113 (b) for determining

14 the gaia of loss from the sale or other disposition of

15 property.

16 : .( (i) LoSs ON WASH SALES OF STOOK Oi EOURI-
17 TIM.-For disallowance of loss deduction in the case of

18 sales of stock or securities where within thirty days before

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

20 substantialy identical property, see section 118.

21 (j) .CAPITAL Lossm.-Loses from sales or ex

22 changes of capital assets shall be allowed only to the extent

23 provided in section 117(d).

24 -(1 (k) BAD Dmjws.-Debt" ascertained to be worth,

25 less and, charged off within the taxable year (or, in the discro-
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1 tion of the Commissioner, a reasonable addition to a reserve

2 for bad debt) ; and when satisfied that a debt is recover-

3 able only in part, the Commissioner may allow such debt

4 in an amount not in excess of the part charged off within

5 the taxable year, as a deduction.

6 f* (1) DEPBECIATION.-A reasonable allowance for

7 the exhaustion, wear and tear of property used in the trade or

8 business, including a reasonable allowance for obsolescence.

9 In the case of property held by one person for life with

10 remainder to another person, the deduction shall be cor-

11 puted as if the life tenant were the absolute owner of the

12 property and shall be allowed to the life tenant. In the

13 case of property held in trust the allowable deduction shall

14 be apportioned between the income beneficiaries and the

15 trustee in accordance with the pertinent provisions of the

16 instrument creating the trust, or, in the absence of such

17 provisions, on the basis of the trust income allocable to each.

18 - (in) DEPLBTION.-In the case of mines, oil and gas

19 wells, other natural deposits, and timber, a reasonable allow-

20 dance for depletion and for depreciation of improvements,

21 according to the peculiar conditions in each case; such rea-

22 sonable allowance in all cases to be made under rules and

28 regulations to be prescribed by the Commissioner, with the

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

25 gained as a result of operations or of development work tha
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1 the recoverable units are greater or less than the prior esti-

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

8 depletion) shall be revised and the allowance under this

4 subsection for subsequent taxable years shall be based upon

5 such revised estimate. In the case of leases the deductions

6 shall be equitably apportioned between the lessor and lessee.

7 In the case of property held by one person for life with

8 remainder to another person, the deduction shall be computed

9 as if the life tenant were the absolute owner of the property

10 and shall be allowed to the life tenant. In the case of

11 property held in trust the allowable deduction shall be appor-

12 tioned between the income beneficiaries and the trustee in

13 accordance with the pertinent provisions of the instrument

14 creating the trust, or, in the absence of such provisions, on

15 the basis of the trust income allocable to each. (For per-

16 centage depletion allowable under this sub8ection, see section

17 114(b), (8) and (4),)

18 (n) BASIS FoB DE RBciATioN AND DEPLB-

19 TIo.-The basis upon which depletion, exhaustion, wear

20 and tear, and obsolescence are to be allowed in respect

21 of any property shall be as provided in section,114.

22 40f)- (0) CHARITABLE AND OTHER CONTMIU-

28 TIONS.-In the case of an individual, contributions or gifts

24 made within the taxable year to or for the use of:



S('1)' the' United -tateo, any State, Territory, or

2 any political subdivision thereof, or the 'District of

8 Columbia, for exclusively public, purposes;

4 (2)' a corporation, or trust, or community chest,

5 fund, or foundation, organized, and. operated exclusively

6 for religious, charitable, scientific, literary; or educk-

7 tional purposes, or for the prevention, of cruelty to

8 children or animals,, no part, of the net earnings of

9 which inures to the benefit of any 'private shareholder

10 or individual;

11 (3) the special fund for vocational rehabilitation

12 authorized by section 12i -oithe .World War Veterang,

1 Act, 1924; "

14 (4) posts or organizations of war veterans, or

15, auxiliary units or societies of any such posts or organi-

16 zations, if such posts, organizations,' units, or societies

17 are organized in the Unitk States or any of its posses-'

18 sions, and if no part of their net earnings inures to the

19 benefit of any private shareholder or individual.; or ,.

20 (5) a fraternal society, order, or association.:

21 o g wmi tke lodge system, but only if such

22 contributions or gifts are to be used exclusively for :

28 religious, charitable, scientific, literary, or educational

24 purposes, or for the,!preventioni of cruelty to ohildrex:

25 or animal ;



,to a amount which, in all the above ca s combined does

2 not exoed 15 per contuin of the taxpayer's net ipvome a,
3 .omp.ited, without the benefit of this subsection. Such con-

4 tributions or gifts shall be allowable as deductions only if

verified under rules and regulations prescribed by the Comi-

6 missioner, with the approval of the Secretary. (For.

7 unlimited deduction if contributions and gifts exceed 90 per

8 centum of the net income, see section 120.)

9 , ++ Ftq? ENIL~I1XM *G8 OfP4AI*

10 to RE*h N-.mnevy*. In the eat 4 a eas sak e other
11 eas ll d~ wi of rea-t t h ft aa -.tdii404 em a e

12 a R4e ow fr e wtpetioe I f lf"it iietmd Mde

13 the o~~si f. the eeaW iade* Whieh edek sale f

14 , di: ........ : a: ... .... w. .. , sash eg as the

15 m44. e W4 the of, the seer ...

16 prewibe, . ,PI........ the g of a wt stAB, saeties,

17 a" i h stat*t 4*m thtt th estiw,med lia1,

18 4. 4'i"h... the the .. this tee* as
19 4*ias".ei::' *ay riz*~qa e, e ais** t e the pa~y.'.'et*,

20, A .... ,:i 'm ,,-4,,,i s of o hf:
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22 amtw* allowed s a 4talt#e ade r t-Ieseseeio a

24,



t .. ('): 'DIVImxcNs"R1so a : BY .CM~ou~xs.-h

2' te ease of a corporation,.the amount received as d''ds:...

44 6 eift ePOPWO W~ 46

5 dividends from a dome8tio corporation which is abject to

6 taxation under this title.

8 to the ofd the 0c c h t

9 p, eetimothe g e eee ioi feseh
10' %Qh ... t:hee h '"......-

11 els ofi9sa yo p yee t dee&i of

12 suhdvde o a a fee st

18P - as been ia n eg ey wm devyed
14 ke oeurees wi":.. the Unte Ste as dekoea:

15 tmde seefien 440t

16 The deduction allowed by this subsectionshall not be allowed

17 in respect of dividends received from a corporation organized'

18 under the China Trade Act, 1922, or from a corporation

19 which under section 251 is taxable only on its gross income

20 'from sources, within the United States by reason of its

2f iceiVIfg W large P itage of its gross income from sources

22 within a possession of the United States.

28 "(q) h1iKoN TUST8s.-An employer establishing or-

24 maintaining a pension trust to provide for the payment of'

25 reasonable pensions to his employees (if such trust is exempt



VM =frX ttOtndet oeoiofi, 165 ielating to tfUttg creted for the

2 exclusive benefit of employees) shall- be. allowed as a deddU-

I tiom (in addition tohe ontributions to such trust during the

4 taxable year to cover the pension liability aecruing during

5 ,the year; allowed as a deduction under subsection (a) of

6 this section) a reasonable amount transferred or paid into

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

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

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

10 equal parts over a period of ten consecutive years beginning

11 with the year in which the transfer or payment is made

12 Any deduction allowable under section 23 (q) of the Reve-

18 nue Act of i928 or theRevenue Act of 1932 which undei

14 such section was apportioned to any taxable year be t

15 to the ta-i&hle yew 19&1 9W beginning after December 31:

16 1933, shall be allowed as a deduction in the years to which

17 -'o- apportioned to the 0Ftent allowable under such section

18I I it had remained in force with respect to such year.

20se-,. of sta ft"

22 whek6 e4o ees+defified ii t 9 o ie

2311 " be 'ekowed o* -to the' ejoeit of &he. g 4it
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imil.~o~e~o hld~g e'01A.ui it 4fiy of 4he is'-

3, of whiethe* er*fwt atieh hlestime~ trdAet o imi ega m-

4 Wieft eeelaitltteb rP. e.ieg fthWe
5 Ae

6 SEC. 2X. ITEMS NOT DEDUCTIBLE.

7 (a) GionuAL RULE.-In compting net intiome no

8 deduction shall in any case be allowed in respect of-

9 (1) Personal, living, or family expenses;

10 (2) Any amount paid out for new buildings or for

11 permanent improvements or betterments made to

12 increase the value of any property or estate;

13 (3) Any amount qxpende4 in restoring property

14, or in n~akig good tle exhonstion thereof for which an

.15 allo'pce is or 4#4 been made; e

160, (4) Premiums paid on any life insurance policy

7 covering the life of any officer or employee, or of any

person financially interested in any trade or, business

]i1) carried on by the taxpayer, when the taxpayer is

20 directly or indirectly a beneficiary under such

(5) Anzy amount otherwise allowable as a deduc-

tjo.# Mvhich is allocable to one or more classes of income

?4 whetherr or not a~y amrnt of nfqtme of that lass or

25 clasmes is received or accrued) wholly exaept to the tax-

26 payer from the taxes imposed by this title; or



(6 on from iSalis or e0/1.1.e ofPro peri,

Directly or indirectly, (A) between members of a /amily,

or (B) except in: the case of distribution in liquidation,
4 " " between an individual' and a corporation i which sch

individual owns, directly or indirectly, more'"than 50

per centum of the votinAstock. For th'purpose of ??is
paragraph-(C)an individual shall be conidered'as

S inning the stock owned, directly: or indirectly, by his

family; and (D) the family of an individual shall

10 include' only hIs brother and' Sisters (whether by Ike

a whole or' half blood), spouse, ancestors, and lineal

12 descen&nts.

" ~i -(b) BfOiD o18 6F'n OR TERMINABLE INTmE 8T..

14 Am counts paid t hnder e laws of any State, Territory, Dis-
it) trict of Columbia, Possession of the United States, or foreign

i country as income to the h6lder of' life Or terminable inter-

17 est' acquired- by gift', beque9t,'or inheritance shall not 'be

1$ reduced or' diminished' by any deduction for shrinkage (by

19' whatever name calld)' in the' 'value of such' interest dui to

20 tIe iapse of timn6, nor by any' deduction allowed by this Act

21 (except the deduct/1 s provided for in suse et6ns "k)" (1)

2 and "()" (t)of section 23) for'the purpose of computing the

23 net income of an estate or trust but 'not allowed under 'the

04 laws' of such State, Territory, istri t ot olumbia poss" 'n
posoo



1of, the United States,. or foreign, country for the purpose of

2 Computing the income to which such holder is entitled.

8 (e) TAx WInM o ON Txx-mt' COVENANT

4 BONDs.-For non-deductibility of tax withheld on tax-frde

5 covenant bonds, see section 143 (a) (8),

6 SEC. 25. CREDITS OF INDIVIDUAL AGAINST, NET INCOME.

7, W sheAll, be f the puri'pose of the' eomal

8 t- Wit et ife the Mta* . .he •w i*.... e, edi t the

9 neb is Rs ao

10 ...to the4 DV deId" Tf he Oemoeeed mor"e''a
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8 (a) "CREDITS FOR NORMAL TAX ONLY.-There shall

9 be allowed for the purpose of the normal tax, but not for

10 the surtax, the following credits against the net income:

11 (1), DIVIDENDS.-The amount received as qivi-

.12 ends from a domestic corporation which is subject

13 to taxation under this title. The credit allowed by, this

14 paragraph shall ltot be allowed in respect of dividends

15 received from a corporation organized under the China

16 Trade Act, 1922, or from a corporation which under

17 section 251 is taxable only on its gross income from

18 sources within the United States by reason of its re-

19 ceiving a large percentage of its gross income from

'20 sources within a possesion of the United States.

21 (2) INTEREST ON,,J13VlTED S1AO'Eg" O1)LIGA-
2 TiONS.n.-The amow received as . interest upon ob-

23. ligatios of -the United States which is included in

24 . ross income under scion 22.
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1 (3) INTEREST ON7, OBLIGATIONS -OF INSR-

2 MENTALITES OF THE UINITRD STATES.-The amount

a received as interest on obligations of a corporation

4 organized under Act of Congress, if (A) such corpora-

5 tion is an instrumentality of the United states; :and

6 (B) such interest is included in gross income under

7 section 22; and (C) under the Act authorizing the

8 issue thereof, as amended and supplemented, such

9 interest is exempt from normal tax.

10 (4) EARNED INOOME CREDIT.-O per centum

11 of the amount of the earned net income, but not in

12 excess of 10 per centum of the amount of the net income.

13 (5) EARNEb INCOME DBFINITIONS.-FOm- the

14 purposes of this section-

15 (A) "Earned income" means wages, sal-

16 aries, professional fees, and other amounts re-

17 ceived as compensation for personal services

18 actually rendered, but does not include any amount

19 not included in gross income, nor that part of the,

20 compensation derived by the taxpayer for personal

21 ' serviceiew rendered by him to a corporation which

22 represents a distribution of earnings or profits

23 rather than a reasonable allowance as compen-

24 sation for the personal services actually .rendered.

25 In the case of a taxpayer engaged in a trade
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1 or' business in 'which both pe sonata serves and

2 capital are material income producing factors,

3 a reasonable allowance as compensation for the

4 personal, services actually rendered by the tax-

5 payer, 'n~t in eWcess of 20 per centum of his share

6 of the net profits of such trade or business, shall

7 be considered as earned income.'

(B) "Earned income deductions" means

such deductions as are allowed by section 23 foi-

I) the purpose of computing net income, and are

I I properly allocable to or chargeable against earned

12. income.

13 (C) "Earned net income" means the ex-

14 cess of the amount of the earned income over the

I'5 sum of the earned income deductions. If th

16 taxpayer's net income is not more than $3,000,

17 his entire' net income shall be considered to be

I earned net income, and if his net income is more

19 than $3,000,, his earned net income shall not be

20 considered to be less than $3,000. In no case

21 shall the' earned net --income be' considered to" be

22 more than $8,000.

23 "(b) CREDITS FOR BOTH NORMAL TAX AND SUR-

24" rA.-There shall be allowed for the purposes of the normal

t2' t and the surtax the' follotuing credits against net income:
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1 (1) PERSONAL EXIMPTiON.-In the case of a

2 single person, a personal exemption of $1,000; or in

3 the case of the head of a family or a married person

4 living with husband or wife, a personal exemption, of

5 $2,500. A husband and wife living together shall

6 receive but one personal exemption. The amount of

7 such personal exemption shall be $2,500. If such

8 husband and wife make separate returns, the personal

9 exemption may be taken by either or divided between

10 them.

11 (2) CREDIT FOR DEPENDENTS.-$400 for each

12 person (other than husband or wife) dependent upon

13 and receiving his chief support from the taxpayer if

14 such dependent person is under eighteen years of age

15 or is incapable of self-support because mentally or

16 physically defective.

17 (8) CHANGE OF, STATV.-l the status of the

18 taxpayer, in so far as it affects the personal exemption

19 or credit for dependents, changes during the taxable

20 year, the personal exemption and credit shall be ap-

21 . p tioned,- utidee rules and regulations prescribed by

22 the Commissioner with the approval of the Secret(,ry,

23 in accordace with the number of months before and

24 after such change. For the purpose of sch apption-

25 ment a fractional part of a month shall be disregarod



unkS it, amounts to more than half a montl in which

2 case it shall be consideed as a month.
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8 Part Ill-Credits Against Tax

9 SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-

"10 SIONS OF UNITED STATES.

11 The amount of income, war-profits, and excess-profits

12 taxes imposed by foreign countries or possessions of the

13 United States shall be allowed as a credit against the tax,

14 to the extent provided in section 131.

15 SEC. 32. TAXES WITHHELD AT SOURCE.

16 The amount of tax withheld at the source under

17 section 143 shall be allowed as a credit against the tx.

18 SEC. 33. EIRRONEO PAYMENT ' CREDIT FOR OVERPAY.

19 MEN2S.

20 -(4 Ci*I FOR 0,'1fffO' E" T :,. For credit against

21 the tax of overpayments of taxestWieposed by, this title for.

22 other taxable years, see section 322.
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1 Part IV-Accounting Periods and Methods of Accounting

2 SEC. 41. GENERAL RULE.

3 The net income, shall be computed upon the basis of

4' the taxpayer's annual accounting period (fiscal year or

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

6 method of accounting regularly employed in keeping the

7 books of such taxpayer; but if no such method of accounting

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

9 clearly reflect the income, the computation shall be made

10 in accordance with such method as in the opinion of the'

11 Commissioner does clearly reflect the income. 1f the tax-

12 payer's annual accounting period is other than a fiscal year

13 as defined in section 48 or if the taxpayer has no annual

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

15 shall be computed on the basis of the calendar year. (For

16 use of inventories, see section 22 (c).)

17 SEC. 42. PERIOD IN WHICHt(ITEMS OF GROSS INCOME

18 INCLUDED.

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

20 eluded in the gross income for the taxable year in which

21'. rt i , ° the ftavyer, unless, under methods of account'

22 ing penitted under section 41, any such amounts are to be

28 properly accounted for as of a different period. In tye cae

24 of the "A of a taxpayer the hall be induded in 0mputing

21i*# neti income for Mhe taxable period in whic falii the "a of
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hi amounts accrued up to the date of his death it not

2' Otherwise properly'includible in re~pet of such period or a

3, priot period.

4 SEC. 4& PERIOD FOR WHICH DEDUCTIONS AND CREDITS

.... TAKEN.

6 The deductions and credits provided for in this title shall'

7 be taken for the taxable year in which "paid or accrued" or

8 "paid or incurred ", dependent upon the method of account-

9 ing upon the basis of which the net income is computed,

10 unless in order to clearly reflect the income the deductions

11 or credits should be taken as of a different period. In the

12 case of the death of a taxpayer there shall be allowed as

18 deductions in computing net income for the taxable period in

14 which falls the date of his death, amounts accrued up to the

15 date of his death if not otherwise properly allowable in

16 respect of such period or a prior period.

17 SEC. 44. INSTALMENT'BASIS.

18 (a) DEAiERS i PmRSONAL PjopumtY.-Under regu-

19 lations prescribed by, the Commissioner with the approval

20 of 'the Secretary, a person who regularly sells or otherwise

21 disposes of personal property, on: the .installment, plan may

22 return as income therefrom in any taxable year that propor-

23 tion of the installment payments actually received in that

24" yeat which the gross profit realized or to be realized when

25 payment is completed, bear to the total contract price.
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(bSALBS OF REALTY A"DOUSUALSAWE8OF PR.

2 SONALTY.-In the case (1) of a casuaJ sale or other ual.

3 disposition of personal property (other than property of a.

4. kind which would properly be included in the inventory of

5 the taxpayer if on hand at the close of the taxable year),.

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

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

8 ments do not exceed 40 p eemam of the oelm *

9 30 per centum of the selling price (or, in case ,the sale or

10 other disposition was in a taxable year beginning prior to,,

11 January 1, 1934, the percentage of the selling price pren.

12 scribed in the law applicable to such year), tbq income may,.

13 under regulations prescribed by the Commissioner with the.

14 approval of the Secretary, be returned on the basis and in

15 the manner above prescribed in this section. As used in

16 this section the term "initial payments" means the pay-

17 ments received in cash or property other than evidences of

18 indebtedness of the purchaser during the taxable period in

19 which the sale or other disposition is made.

20 (C) CHANGE FiROM ACCORUAL TO INSTALLMENT

21.. B .-,If a taxpayer entitled to the benefits of subsection

22 (a) elects for any taxable year to report his net income on

28 the installment basis, then in computing his income for the

24.,, year of change ,or any, subsequent year, amounts actually

25 received du'iug any Puo4l year on acowunt of sales brother
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I dispositions of property made in any prior year shall not be

2 exclude&

3 (d) GmN oR Loss UPON DISPOSITION OF INSTALL-

4' MENT OBLIGATIONS.-If an installment obligation is satis-

5 fled at other than its face value or distributed, transmitted,

6 sold, or otherwise disposed of, gain or loss shall result to the

7 extent of the difference between the basis of the obligation

8 and (1) in the case of satisfaction at other than face value

9 or a sale or exchango-the amount realized, or (2) in case

10 of a distribution, transmission, or disposition otherwise than

11 by sale or exchange-the fair market value of the obligation'

12 at the time of such distribution, transmission, or disposition.

13 The basis of the obligation shall be the excess of the face

14 -value of the obligation over an amount equal to the income

16 which would be returnable were the obligation satisfied in

16 full. This subsection shall not apply to. the transmission at

17 death of installment obligations if there is filed with the

18 Commissioner,- at suoh time as he may by regulation pro-

19 scribe, a bond in such amount and with such sureties as he

20 mav deem necessary, conditioned upon the return as income,

21 by the person receiving any payment on such obligations, of

22 the same proportion of such payment as would be returnable.

23 as income by the deedent if he had lived 'and had received.

24 such payment.
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I SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS,

2 In any case of two or more trades e organizations,

8 trades, or business (whether or not incorporated, whether

4 or not organized in the United States, and whether or not

5 affiliated) owned or controlled directly or indirectly by the

6 same interests, the Commissioner is authorimd to distribute,

7 apportion, or allocate gross income or deductions between or

8 among such twd ei organizations, trades, or businesses, if

9 he determines that such distribution, apportionment, or allo-

10 cation is necessary in order to prevent evasion of taxes or

11 clearly to reflect the income of any of such tmdes et organi-

12 zations, trades, or businesses.

13 SEC. 46. CHANGE OF ACCOUNTING PERIOD.

14 If a taxpayer changes his accounting period from fiscal

15 year to calendar year, from calendar year to fiscal year, or

16 from one fiscal year to another, the net income shall, with the

17 approval of the Commissioner, be computed on the basis of

18 such new accounting period, subject to the provisions of

19 section 47.

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

21 MONTHS.

22 (a) RETU SNS FOB SHORT PERIOD RESULTING FROM

23 CHANGE a AO mouNTING PBIOD.-If a taxpayer, with

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

25 puting net income from fiscal year to calendar year a separate
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1 return shall be made for the period between the close of the

2 last fiscal year for which return was made and the following

8 December 31. If the change is from calendar year to

4 fiscal year, a separate return shall be made for the period

5 between the close of the last calendar year for which return

6 was made and the date designated as the close of the fiscal

7 year. If the change is from one fiscal year to another fiscal

8 year a separate return shall be made for the period between

9 the close of the former fiscal year and the date designated as

10 the close of the new fiscal year.

11 (b) INCOME COMPUTED ON BASIS OF SHORT

12 PERIO.-Where a separate return is made under sub-

13 section (a) on account of a change in the accounting period,

14 and in all other cases where a separate return is required

15 or permitted, by regulations prescribed by the Commis-

16 sioner with the approval of the Secretary, to be made for

17 a fractional part of a year, then the income shall be com-

18 puted on the basis of the period for which separate return

19 is made.

20 (c) INCOME PLACED ON ANNUAL BASis.-If a

21 separate return is made under subsection (a) on account

22 of a change in the accounting period, the net income, com-

23 puted on the basis of the period for which separate return

24 is made, shall be placed on an annual basis by multiplying

25 the amount thereof by twelve and dividing by the number
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of months included in the period for which' the separate

2 return is made. The tax shall be such part of the tax

3 computed on such annual basis as the number of months

4 in such period is of twelve months.

5 (d) *ii X L s -EARNED

6 INcOME.-The Commissioner with the approval of the

7 Secretary shall by regulations prescribe tre method of apply-

8 ing the provisions of subsections (b) and (c) (relating to

9 computing income on the basis of a short period, and plac-

10 ing such income on an annual basis) to cases where the

11 taxpayer makes a separate return under subsection (a) on

12 account of a change in the accounting period, and it appears

13 that for the period for which the return is so made he has

14 *lefiwed e eaia ettii or' susaited & e~a t 16Ws_

15 e* received earned income.

16 (e) REDUCTION OF CREDITS AGAINST NET IN-

17 ((com.-In the case of a return made for a hfrutional part

18 of-year, except a return made under subsection (a), on

19 account of a change in the accounting period, the personal

20 exemption and credit for dependents shall be reduced respec-

21 lively to amounts which bear the same ratio to the full

22 credits provided as the number of months in the period for

23 which return is made bears to twelve months.

24 (f) CLOSING OF TAXABLE YEAR IN CAS OF JBOP-

25 ARD-y.-Fr closing of taxable year in cae of jeopardy, see

26 section 146.
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1 SEC. 4& DEFINITIONS.

2 When used in this title--

3 (a) TAXABLB YEAR.-" Taxable year " means the cjil

4 endar year, or the fiscal year ending during such calendar year,

5 upon the basis of which the net income is computed under

6 this Part. "Taxable year" includes, in the case of a return

7 made for a fractional part of a year under the provisions of

8 this title or under regulations prescribed by the Commissioner

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

10 return is made. T-e fin t sample year; to be eled the

11 -,able year shedl be the eeftdtw ye .189 er aiy

12 fmep4 yetweidn if~ t the efted Ie fi*twi 109.

13 (b) FISCAL YEAR.-" Fiscal year" means an

14 accounting period of twelve months ending on the last day

15 of any month other than December.

16( (c) PAm, INCumE, Aocuum.-The terms "paid

17 or incurred" and "paid or accrued" shall be construed

18 according to the method. of accounting upon the basis of

19 which the net income is computed under this Part.

20 Part V-Returns and Payment of Tax

2. SEC. 51. INDIVIDUAL RETURNS.

22 (a) REQun~E MENT.-The following individuals shall

A3 each make under oath a return stating specifically the items

24 of his gross income and the deductions and credits allowed

25 under this tite-.

i
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1 (1) Every individual having a net income for

2 the taxable year of $1,000 or over, if single, or if

3 married and not living with husband or wife;

4 (2) Every individual having a net income for

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

6. living with husband or wife; and

7 (3) Every individual having a gross income'for

8 the taxable year of $5,000 or over, regardless of the

9 amount of his net income.

10 (b) HuSBAND AND WF..-If a husband and wife

11 living together have an aggregate net income for the taxable

12 year of $2,500 or over, or an aggregate gross income for

13 such year of $5,000 or over-

14 (1) Each shall make such a return, or

15 (2) The income of each shall be included in a

16 single joint return, in which case the tax shall be com-

17 puted on the aggregate income.

18 (c) PnRSONS UNDER DIABILrr.-If the taxpayer

19 is unable to make his own return, the return shall be made

20 by a duly authorized agent or by the guardian or other

21 person charged with the care of the person or property of

22 such taxpayer.

23 (d) FmucIAim.-For returns to be made by fidu.

24 ciaries, see section 142.



I SEC. 52. CORPORATION RETURNS.

2 (a) REQUM MENT.-Every corporation subject to

3 taxation under this title shall make a return, stating specifi-

4 cally the items of its gross income and the deductions and

r credits allowed by this title. The return shall be sworn to

( by the president, vice president, or other principal officer

7 and by the treasurer or assistant treasurer. In cases where

8 receivers, trustees in bankruptcy, or assignees are operating

9 the property or business of corporations, such receivers,

10 trustees, or assignees shall make returns for such corporations
i

11 in the same manner and form as corporations are required

12 to make returns. Any tax due on the basis of such returns

13 made by receivers, trustees, or assignees shall be collected in

14 the same manner as if collected from the corporations of

15 whose business or property they have custody and control.

16 (b) CONSOLIDATED RETURNS.-For provision as to

17 consolidated returns of affiliated corporations, see section

18 141.

19 SEC. 3. TIME AND PLACE FOR FILING RETURNS.

20 (a) Tm 'ou Fnie.
'21 (1) GENEBAL RULE.-Returns made on the basis

22 of the calendar year shall be made on or before the l5th

23 day of March following the close of the calendar year.

?4 Returns pide on the basis of a fiscal year shall bg
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I. made on or before the 15th day of the third- month

2 following the close of the fiscal year.

'3 (2) EXTENSION OF TIME.-The Connissioner

4 may grant a reasonable extension of time for filing

5 returns, under such rules and regulations as he shall

6 prescribe with the approval of the Secretary. Except

in the case of taxpayers who are abroad, no such

8 extension shall be for more than six months.

9 (b) To WHOM Rrr/iUN MADE.-

10 (1) INDWIDUAL.-Returns (other than oor-

11 portion returns) shall be made to the collector for

12 the district in which is located the legal residence or

13 principal place of business of the person making the

i4 return, or, if he has no legal residene or principal place

15 of business in the United States, then to the collector at

16 Baltimore, Maryland.

17 (2) CouORATION.-Returns of corporations

18 shall be made to the collector of the district in which is

19 located the principal place of business or principal office

20 or agency of the corporation, or, if it has no principal

21 place of business or principal office or agency in the

12 United States, then to the collector at Baltimore,

23 Maryland.
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1 SEC. 5L. RECORDS AND SPECIAL RETURNS.

2 (a) By TAXPAYE.--Every person liable to any tax

3 imposed by this title or for the collection thereof, shall keep

4 such records, render under oath such statements, make such

5 returns, and comply with such rules and regulations, as the

6 Commissioner, with the approval of the Secretary, may from

7 time to time prescribe.

8 (b) To DhTERMiNE LIABILITY TO TAx.-Whenever

9 in the judgment of the Commissioner necessary he may

10 require any person, by notice served upon him, to make a

11 return, render under oath such statements, or keep such

12 records, as the Commissioner deems sufficient to show

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

14 (c) INFORMATION AT THE SouuCm-For require-

15 meant of statements and returns by one person to assist in

16 determining the tax liability of another person, see sections

17 147 to 150.

18 SEC. 55. PUBLICITY OF RETURNS.

19 Returns made under this title shall be open to inspection

20 in the same manner, to the same extent, and subject to the

21 same provisions of law, including penalties, as returns made

22 under Title U of the Revenue Act of 1926; and all returns

23 made under this Act e me 46; 1 shall constitute

24 public records and shall be open to public examination and
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1 inspection to such extent as shall be authorized in rules and

2 regulations promulgated by the President.

8 SEC. 56 PAYMENT OF TAX.

4 (a) TixB OF PAYMENT.-The total amount of tax

5 imposed by this title shall be paid on the fifteenth day of

6 March following the close of the calendar year; or, if the

7 return should be made on the basis of a fiscal year, then on

8 the fifteenth day of the third month following the close of

9 the fiscal year.

10 (b) IKSTALLMENT PAYMENTS.-The taxpayer may

11 elect to pay the tax in four equal installments, in which case

12 the first installment shall be paid on the date prescribed for

13 the payment of the tax by the taxpayer, the second install-

14 ment shall be paid on the fifteenth day of the third month,

15 the third installment on the fifteenth day of the sixth month,

16 and the fourth installment on the fifteenth day of the ninth

17 month, after such date. If any installment is not paid on or

18 before the date fixed for its payment, the whole amount of

19 the tax unpaid shall be paid upon notice and demand from

20 the collector.

21 (o) EXTENSION OF TIME FOR PAYMT.-At the

22 request of the taxpayer, the Comissioner may extend the

23 time for payment of the amount determined as the tax by

24 the taxpayer, or any installment thereof, for a period not to
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1 exceed six months from the date prescribed for the payment

2 of the tax or an installment thereof. In such case the amount

3 in respect of which the extension is granted shall be paid on

4 or before the date of the expiration of the period of the

5 3xtension.

6 (d) VOLUNTARY ADVANCE PAYMET.-A tax im-

7 posed by this title, or any installment thereof, may be paid,

8 at the election of the taxpayer, prior to the date prescribed

9 for its payment.

10 (e) ADVANCE PAYMENT IN CABE OF JEOPARDY.-

11 For advance payment in case of jeopardy, see section 146.

12 (f) TAx WITHHELD AT SOUe.-For requirement

18 of withholding tax at the source in the case of nonresident

14 aliens and foreign corporations, and in the case of so-called

15 "tax-free covenant bonds ", see sections 143 and 144.

16 (g) FuACTIONAL PARTS oF CBNT.---In the payment

17 of any tax under this title a fractional part of a cent shall

18 be dimegarded unless it amounts to one-half cent or more,

19 in which case it shall be increased to 1 cent.

20 (h) RwncEPT.-Every collector to whom any pay-

21 ment of any income tax is made shall upon request give to

22 the person making such payment a full written or printed

28 receipt there/or. et the efie" pi d the

24 aeetwt whieh sieh tay t m and whenee
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16 SEC. 57. EAMINATION OF RWURN AND DiSTEItMIA.

17 • TION OF TAL

18 As soon as practicable after the rebrn is filed the Com-

19 nissioner shall examine it and shall determine the cormt

20 amount of the tax.

21 BBC. GS ADDITIONS TO TAX AND PENALTIES.

22 (a) For additions to the tax in ease of negligence ot

23 fraud in the nonpayment of tax or failure to file retum

24 therefor, see Supplement M.
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to tax.

(c) Supplement N, relating to claims against tran-

ferees and fiduciaries.

(d) Supplement 0, relating to overpayments.

Pait VI-Micellam Ms Provisio

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 hreby extended to and made a part of

this title.

SEC. 6. RULES AND REGULATIONS.

The Commissioner, with the approval of the Soetary,

shall prescribe and publish all needful rules and regulations

for the enforcement of this title.
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(b) For criminal penalties 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, relating to interest and additions
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1 SEC. f. TAXES IN UEU OF TAXES UNDER WM 1932 ACT.

2 The taxes imposed by this title shall be in lieu of the

3 corresponding taxes imposed by the e'oe of the Reven.ue

4 Ae of 98 be the same i"ttmbe s Revenue Act of 1932.

5 SEC. 64. SHORT TITLE.

6 This title may be cited as the "Income Tax Act of

7 f982 1934."
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6 M. 4 101. UMPTONS FROM TAX ON, CORPORATION&,

6 The following organizations shall be exempt from

7 taxation under this title-

6 (1) labor, agricultural, or horticultural organic

9 zations;t

10 (2) Mutual savings banks not having a capital

11 stock represented by shares;

12 (8) Fraternal .beneficiay societies, orders, or

13 associations, (A) operating under the lodge system or

14 for the exclusive benefit of the, members of a fraternity

15 itself opratm g under the lodge system; and, (B) pro.

16 viding for the payment of life, sick, accident, or othor

17 benefits to the nmi bers of such society, order, or

18 association or their dependents;

19 (4) Domestic building aud loan associations sub

20, stantially all the business of whieh i* confined to rak-.-.

21 ing loans -to members; au 46kf#tfiW Uth tho

22 capit stock organized and. operated for mutual:'

28 parpom and without profit;

24 (5) ery cmp s,a.owned and operated

25 exclusively for the benefit of their membr: or which'



are not operated for profit; and any corporation charl.

2 tered solely for burial purposes as a cemetery corpor&

a tion and not permitted by its charter to engage in any

4 business not necessarily incident to that purpose, nb

5 part of the net earnings of which inures to the benefit

6 of any private shareholder or individual;

7 (6) Corporations, and any community chest,

8 fund, or foundation, organized and operated exclusively

9 for religious, charitable, scientific, literary, or educa-

10 tional purposes, or for the prevention of cruelty to

11 children or animals, no part of the net earnings of

12 whichnures to the benefit of any private shareholder

18 or individual;

14 (7) Business leagues, chambers of commerce,

15 real-estate boards, or boards of trade, not organized for

16 profiand no part of te net nings of which inures

17 to the benefit of any private shareholder or individual;

18 (8) Civic leagues or organizations not organized

19 for profit but operated exclusively for the promotion of

20 social welfare, or local associations of employees, the

211 ."" eehi~s~hkh is limited to the employees of a

22 designated person or persons in a particular munic-

28 plity, and the nut eating. of which m devoted

A e.clisvely to charitable. educational, or recreational

purpose;



1 (0) Clubs organized and operated exclusively for

2 pleasure, recreation, and other nonprofitable purposes,

8 no part of the net earnings of which inures to the

4 -benefit of any private shareholder;

5 (10) Benevolent life insurance associations of it

6 purely local character, mutual ditch or irrigation corn-

7 panics, mutual or cooperative telephone companies, or

8 like organizations; but only if 85 per centam or more of

9 the income consists of amounts collected from members

10 for the sole purpose of meeting losses and expenses;

11 (11) Farmers' or other mutual hail, cyclone,

12 casualty, or fire insurance companies or associatiopi

13 (including interiusurers and reciprocal underwriters)

14 the income of which is used or held for the purpose tof

15 paying losses or expenses;

16 (12) Farmers', fruit growers', or like associft-

17 tions organized pnd operated on a cooperative bosis

18 (a) for the purpose of marketing the products of mee-

19 ben or other producers, and turni back to them the

20 proceeds of sales, less the necessary arketing expense,

21 on the basis of either the*i&autity or$.,value of the

22 products furnished by them, or (b) for the purpose of

23 purchasing supplies and equipment" for thQ use of mere-

24 bers or other persons, and turning over such supplies

I. -



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 thi legal rate

of interest in the State of incorporation or 8 per centum

per annum, whichever is greater, on the value of the

7 consideration for which the stock was issued, and if

8 substantially all such stock (other than nonvoting

(I preferred stock, the owners of which are not entitled

10 or permitted to participate, directly or indirectly, in

1 I the profits of the association, upon dissolution or other-

12 wise, beyond the fixed dividends) is owned by pro-

t3 ducers who market their products or purchase their

14 supplies and equipment through the association; nor

15 shall exemption he denied any such association because

16 there is accumulated and maintained by it a reserve

17 required by State law or a reasonable reserve for any

18 necessary purpose. Such an association may market

19 the products of nonmembers in an amount the value

20 of which does not exceed the value of the products

91' 1 I'matketed for nrienbers, and may purchase supplies and

22 equipment for nonmembers in an amount the value of

28 which does not exceed the value of the supplies and

24 equipment purchased for lenders, provided the value

25 of the purchases made for persons who are neither
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members nor producers does not exceed 15 per centum

2 of the value of all its purchases;

3 (13) Corporations organized by an association

4 exempt tinder the provisions of paragraph (12), or

5 members thereof, for the purpose of financing the

6 ordinary crop operations of such members or other pro-

7 ducers, and operated in conjunction with such associa-

8 tion. Exemption shall not be denied any such corpora-

9 tion because it has capital stock, if the dividend rate

10 of such stock is fixed at not to exceed the legal rate

11 of interest in the State of incorporation or 8 per centum

12 per anntun, whichever is greater, on the value of the

13 consideration for which the stock was issued, ad if

14 substantially al such stock (other than nonvoting pre-

15 ferred stock, the owners of which are not entitled or

16 permitted to participate, directly or indirectly, in the

17 profits of the corporation, upon dissolution or other-

is wise, beyond the fixed dividends) is owned by such

I.) association, or members thereof; nor shall exemption

20 be denied any such corporation because there is accu-

21 mulated and maintained .,by, it a reor required by

22 State law or a reasonable reserve for any necessary

23 purpose;

24 (14) Corporations organized for the exclusive pur-

2 5 pose of holding title to property, collecting income



7 2

1 therefrom, and turning over the entire amount thereof,

2 less expenses, to an organization which itself is exempt

3 from the tax imposed by this title;

4 { Iedeml lmad be ftktie* f- i6". asee-
.5, .. ,.o°":.. am4 Fedefe insecmede credit s ,a

6 vided iii the Fedena m m 1 n & 4e, as e

(15) Corporations organized under Act of Con-

S gress, if such corporations are instrumentalities of he

9 United Stat(s and if, un&r stich Act, as amended and

I0 supplemented, suwh corporations arc exempt from

11 Federal income taxes;

12 (1W) Voluntary employees' beneficiary associa-

13 tions providing for the payment of life, sick, accident,

14 or other benefits to the members of such association r

15 their dependents, if (A) no part of their net earnings

16 inures (other than through such payments) to the bety-

17 fit of any private shareholder or individual, and (A )

18 85 per centum or more of the income consists of

19 amounts collected from members for the sole purpose

20 of making such payments and meeting expenses;

21 (17) Teahchs' retirement fund associations of a

22 purely locxd character, if (A) no part of their net earn-

23 ings inures (other than through payment of retirement

24 benefits) to the benefit of any private shareholder or

"25, individual, and (B) the income consists solely of

26 amounts received from public taxation, amounts
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I 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 HOLDNOG COMPANY.-In

5 addition to the tax imposed by section 13, there hall be

6 levied, collected, and paid, for each taxable year, upon the

7 undistributed adjusted net income of every personal holding

8 company a tax of 35 per centum thereof. Such tax shall be

9 computed, collected, and paid in the same manner and subcct

10 to the vame provisions of lair (including penalties) as the

11 tax imposed by section 13.

12 (b) DEFJNITIONS.-As used in this section,-

13 (1) The term "persowud holding company"

14 means any corporation (other thtan a banking or insur-

15 ance corporation) if-(A) at least 80 per centum of

16 its gross income for the table year is derived from

17 rents, royalties, dividends, interest, annuities, and (ex-

is cept in the case of regular dealers in stock or securities)

19 gains from the xle of %;tock or securities, and (B) at

20 any time during the la-4 half of the taxable yer more

21 than AO per o(n'Jtl in inalutWof itl. oit.4IU'ling .4ock is

22 owned, directly or indirectly, by or for iot niore than

23 five individuals. For the pIrpx. of delermining the

24 ,n1c1rship of stock in it pttes,(Id holding compait!-

25 (C) stock owned, directly or indirectly, by a corpora-

26 tion, partnership, estat', or trust shall be con-

I .



I "dd ae being owed propor&nately by its share-

2 holders, partners, or bene/ciariea; (D) an individual

3 shall be conere as ouing, to ion of any

4 other individual, the stock owned, directly or indirectly,

6 by his famiy, and this rule shall be applied in such

6 manner as to produce the smallest ponl number of

7 individuals owning, directly or indirectly, more than 50

8 per ctndum in value of the outtandin stok; and (E)

0 the family of an indirdidal shall include only his

10 brothers and sxLters (lihuther bk the wh,,le or half

11 bhood), spou.ins, ancestors, and lineal dem, uelants.

12 Fo,' the /,urim.' of 'loa.. (1) of this ,,iti/,aph the

13 tern "! ro.x' income" includes the' Iioun ,,o inf crest

14 upon obligatiOims of the United Slate. i.,sud after

15 Seph'cndr 1, 1917, which twuld be subject to t(ix in

16 Whole or in /art in the hands of (in ihdidhdual ,,ner.

17 (2) The term "undribute adjusted net in-

Is come" means the adjusted net income minus the smm of:

11) (A) 10 per centum of the adjusted net

20 income; and

21 (B) Dividends paid during the taxable year.

22 (3) The term " adjusted net income" wans the

23 sum of:

24 (A) The net income determined wit7wut re-

25 gard to the provisions of this section;



I (R) The awou* of the divdd deducion

allowed under ationa 23 (p); wad

3 (C) The amou of t upo obligation

4 of the United Sta imued after September 1,

J 1917, which would be sub~ecE to tax in whole or

4; in part in the hand@ of an individual owner;

7 minta the sum o/:

$ (D) Federal income, war-profits, and ex-

9 ces-profas taxes paid or awrued, but not includ-

Jo ing the ta imposed t his section;

11 (E) Contriinans or gilts, not otheratise

12 allovcd as a deduction, to or for the use of donees

13 duscribcd in ,tdituin 23(o) for the purpasts ltkrrin

14 speified; and

15 (F) Losw from sales or exchanqes of capi-

16 tal assets, which are disalloted as a deduction by

17 wd"ion 117(d).

jl SAG , 40.A'' fI1 ACJ J'I ph- 4O~4lj I~dO J/AO3 I: I.

20 4 4eaye~~~* hotwt tereme4 OFKgsr sf

21 io Iome4 o u d J the porpom 4 tho

22 @ of MW int"-tt ae * * t.fftu 4 r6 s tw

2 3 4womgia 44* 1"ef4o*t *4 p0t4+ 0g a game "iA pe~to

24 aeewttahte ijmo.d e4 gisie4 or fi the thr t4t*i
25 be d eet4eed n p4 e e e yet tei

26 twi ine e 4 eueh ea t ,aqi to 60 Ptv



76

1 eemiam of be 4 em"! iee wh sil be is

2 te heI"iYAGbem49a" be

8 (a) in addition to the tax imposed by sedion 13, there

9 skull be ied, tolected, aw paid for eada taxable year upon

10 the 103. TAXe of evEry corporation (otIr than a personal

11 holding company (m defined in section 102) a tax equal to

12 25 per cit.um of the aintuni tlhcr ol, if such corporaion,

13 howecer cetecd cr organized, is forced or availed of for the

14 purpose of preveWing the imppsitaon of the surtax upon its

15 shrthlders or ;he sharehddwer of any other corporation,

16 through the medhum of p-rmittlng gaims amd profits to accu-

17 mulate instead of being dividd or disibuted. Such tax

18 shall be co td, collbcctd, w d paid in the same manner

19 and subject to the same provwutns of lair (including

20 penalties) as the tax impv&d by sction 13.

21 (4) The fWAc that an) corporation is a were holdig

22 or invesuuent company, or that the guiis or profits are per-

23 mitred to accumulate beyond the reasoxable needs of the

24 business, shail be prima fa6e evidewie of a purpoc to ew*et

25 my it. .t...o ",- avoid surtax.
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8 (c) As twed in this section, the termn "net incom"

9 meama the net income as defined in wecion 21, increased by

10 tl"ea"m of:

11 (1) the amount of the dividend deduction alowtd

12 under section 23(p), and

13 (2) the araount of the interest on obIgatin4 of

14 the United Stacs iaaued after September 1, 1917,

15 which would be eubject to tax in whole or in part

16 in the hands of an individual owner;

17 but diminished by dow amtount of dividende paid during

18 the taxable year.
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E SC. J" TAX ON CITIZENS AND COXPORATONS Of CURTAIN

G; FOREIGN COQNTRI&

7 Whelever the Presidtid that, under th laws of

S any foreign contil, ciii.;,M or corporatis of the United

P Staics are being subjelard to di-wriiiinatry taxes, h16 PreSi

1It) thid shalW m prodiin and Eacut itizm or cu p ura of

11 suh foh/cqn countig A1U be mu bject, for the ta.rable year

12 during which ,udh prodaiutiwi is made, and for each

13 ttaaxtie ycar thrt.ajter, to an uddiiomal incoiw tax rqual to

14 50 per .,tniam of th; ii ,ic tax olIwr Wic iispos&d upan

15 Suc citizen or corporaitin by this title. Such additional

16 income tax sha be own pukxl, col4vkd, and paid ix

17 the sane manner and submit to the same proviaihn of law

18 (MicLding peinaltio) as the taxes itmpo.d by &otioma 11,

19 12, aisd 13 upon .suds citizt, or vorporai un. lVhtever

20 the Irt;,idcut imIs that w laws of any f[orvim vuidy

21 'ivi4 wI, a to in"lie J',',rida 4is .,i4l a p*VOuwiztw

22 under te pi-'(xtding pruc iOiWs of udis tii s lwi v L" &c mtdi-

23 /id s that dt'riittilta.i- hs.Lec UpJpiWbie to zilsize aiml

24 ,poruttiis of the Uikd States hve b ta runwvod, te "u41

26 so pridiUw , awl die prvcihsi(. o/ this seatvn jjl vi an

28 "tJiVi.Id ii"me tax siAl not apply to any c'itizm ar Wrpa.
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23 Sk;C. 111. DETERMINATION OF A.WiUNT 0?. AN) RhECOC.

24 NITION Of, GAIN OR L08S&

25 (a) COMPUTATION OF (JUN OR IiJW8- 4 kip4 M

26 jroi4de ift this the*ii4* The gain from the



I sale or other disposition of property shall be the excess of the

2 amount realized therefrom over the adjusted basis provided in

8 section 113(b) for determining gain,. and the loss shall be

4 the excess of se4 te adjusted basis provided in 8uck section

5 for determining los over the amount realized.

6 (b) AMOUNT REAL[ZE.-The amount realized from

7 the sale or other disposition of property shall be the sum of

8 any money received plus the fair market value of the

9 property' (other than money) received.

10 (c) REcOGNITION Op GiN Oa3 Low&-In the case of

11 a sale or exchange, the extent to which thi gain or loss

12 determined under this section shall be recognized for the

13 purposes of this title, shall be determined under the provi-

14 sions of section 112.

15 (d) INBTALLMENT SAL1.-Nothi/1g in this seo-

16 tion shall be construed to prevent (in the case of property

17 sold under contract providing for payment in installments)

18 the taxation of that portion of any installment paymcit

19 representing gain or profit in the year in which such pay-

20 meat is received.

21 SSC. tft RlCOGMlMt OF GAIN OR LOS&

22 (a) GHmtA.x RuLx.--Upon the sale or exchange of

28 property the entire amount of the gain or loss, determined

24 under section 111, shall be recognized, except as hereinafter

25 provided in this section.



1 (b) ExoHN ow SoLY I KiN -

2 (1) PUOPTM HELD FOR PRODUCTS USE OR

3 NVE8MENT.-No gain or loss shall be recognized if

4 property held for productive use in trade or business

5 or for investment (not including stock in trade or other

6 property held primarily for sale, nor stocks, bonds,

7 notes, chose in action, certificates of trust or beneficial

8 interest, or other securities or evidences of indebtedness

9 or interest) is exchanged solely for property of a like

10 kind to be held either for productive use in trade or

11 business or for investment.

12 (2) STOCK FOR 8'TOCK OF SAMS CORPORA-

13 TIU.-No gain or loss shall be recognized if common

14 stock in a corporation is exchanged solely for connnon

15 stock in the same corporation, or if preferred stock in a

16 corporation is exchanged solely for preferred stock in

17 the same corporation.

18 (3) STOCK FOR STOCK ON REORGANIZATION.--

19 No gain or loss shall be recognized if stock or securi-

20 ties in a corporation a party to a reorganization are, in

21 pursuance of the plan of reorganization, exchanged

22 solely for stock or securities in such corporation or in

23 another corporation a party to the reorganization.

24 (4) SAMS-GAIN OF coRPORATio.-No gain

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

J. 41951 -6



1 reorganization exchanges property, in pursuance of the

2 plan of reorganization, solely for stock or securities in

8 another corporation a party to the reorganization.

4 (5) TRANSFER TO CORPORATION CONTROLLED

5 BY TRANSFEO.-No gain or loss shall be recognized

6 if property is transferred to a corporation by one or more

7 persons solely in exchange for stock or securities in such

8 corporation. and immediately after the exchange such

9 person or persons are in control of the corporation; but

10 in the case of an exchange by two or more persons this

11 paragraph shall apply only if the amount of the stock

12 and securities received by each is substantially in pro-

i13 portion to his interest in the property prior to the

14 exchange.

15 (c) GAIN FROM EXCHANGES NOT SOLELY IN KIND.-

16 (1) If an exchange would be within the provi-

17 sions of subsection (b) (1), (2), (3), or (5) of this

18 section if it were not for the fact that the property

19 received in exchange consists not only of property per-

20 initted by such paragraph to be received without the

21 recognition of gain, but also of other property or money,

22 then the gain, if any, to the recipient shall be recog-

23 nized, but in an amount not in excess of the sum of such

24 money 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 button of a taxable dividend, then there shah be taxed

5 as a dividend to each distributed 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 &-euwu6W afk eb-

9 Awwy 9 t18. The renainder, if any, of the gain

10 recognized under paragraph (1) shall be taxed as a

11 gain from the exchange of property.

12 (d) SAM--IN OF CORPOIUATIO.-If an ex-

13 change would be within the provisiQns of subsection (b)

14 (4) of this section 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 oiler prop-

24 erty or money does not distribute it in pursuance of the

25 plan of reorganization, the gain, if any, to the oorpora.
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tion shall Ie recognized. but in an aniount not in excess

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

such other lprolperty' so received, which is not so

distributed.

(e) Loss FRO.M Exc.tmN'.Gs OT SOLELY IN

KIND.-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 without 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 related in

service or use to the property so converted, or into money

which is forthwith in good faith, under regulations pre-

scribed by the Commissioner with the approval of the See-

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 recogpized. If any part of the
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1 money is not so expended, the gain, if any, shall be recog-

2 nized, but in an amount not in excess of the money which

3 is not so expended.
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22 -* (g) ])EFINITION OF RIXrGoANIZATION.---As used

23 in this section and e teng -14 aft4 446 section 113-

24 (1) The term "reorganization" means (A) &

25 merger or consolidation I..,Ieidiii the "feqitb

ik-TI- I I '-._7 I
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1f e APAMeief of elee& a f tef

2 si4tok sd 6a et oa the tow e fltheb of

3 seeto & the te oe of saehmeoth ee pema-

4 gif o,O ,SQH84ftfi,,y d tIe p of wtuth eorp-

5 *t~om , or (B) a transfer by a corporation of all or a

6 part of its assets to another corporation if immediately

7 after the transfer the transferor or its stockholders or

8 both are in control of the corporation to which the

9 assets are transferred, or (') a recapitalization, or (D)

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

11 tion, however effected.

12 (2) The term "a party to a reorganization"

13 includes a corporation resulting from a reorganizatio .

14 .W4 ie othdes 14 ift 44e ewe of &*aia

15 fef h ofe PA o f A a fOthe

18 yotng fea 4 kiti & of the teoi o-

17 ber of 4of th ,eaos, s e of soeek o

18 -%F-r :*

19 * (h) DFINITION OF CONTROL.-As used in this

20 section the term "control " means the ownership of at least

21 80 per ceitun of the voting stock and at least 60 per centuin

22 of the total number of shares of all other classes of stock of

23 the corporation.

24 f4 (i) FOREIGN CORPOIRATIONS.-In determining

25 the extent to which gain shalV be recognized in the case of
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1 any of the exchanges or d:'*btI'liiwts (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) or -g*, a foreign corporation shall not be considered

6 as a corporation unless, prior to such exchange of d, r'bu

7 6m, it has been established to the satisfaction of the Corn-

8 Di ssioner that such exchange or* disrfibtti is not in pursu-

9 auce of a plan having as one of its principal purposes the

10 avoidance of Federal income taxes.

11 SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR

12 LOS.

13 (a) BASI8 (UNAD LISTED) OF PRoPEITY.-Tho basis

14 of property shall be the cost of such property; except that--

15 (1) INVEWTORY 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) GIFTS AFTER DECEMBER 31, 1920.-If the

j9 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, except that for the

23 purpose of determining loss the basis shall be the basis

24 so determined or the fair market value of the property

25 at the time of the gift, wihiehever is lo'er. If the facts
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1 necessary to determine such bais the basis in the haids

2 of the donor or the last preceding owner are unknown

3 to the donee, the Conmissioner shall, if possible,

4 obtain such facts from such donor or last preceding

5 owner, or any other person cognizant thereof. If the

6 Coimmissioner finds it impossible to obtain such facts,

7 the basis in the hands of such donor or last preceding

8 owner shall be the fair market value of such property

9 as found by the Commissioner as of the date or approx-

10 imate date at which, according to the best information

11 that the Commissioner is able to obtain, such property

12 was acquired by such donor or last preceding owner.

13 (3) TRANSFER IN TRUST AFTER DECEMBER 31.

14 1920.-If the property was acquired after December

15 31, 1920, by a transfer in trust (other than by a

16 transfer in trust by a bequest or devise) the basis shall

17 be the same as it would be in the hands of the grantor,

18 increased in the amount of gain or decreased in the

19 amount of loss recognized to the grantor upon such

20 transfer under the law applicable to the year in which

21 the transfer was made.

22 (4) GIFT OR TRANSFER IN TRUST BEFORE

23 JANUARY 1, 1921.-If the property was acquired by

24 gift or transfer in trust on or before December 31, 1920,

25 the basis shall be the fair market value of such property
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at the time of such acquisition. The * of t6*
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8 (5) PROPERTY TRANSMITTED AT DEATH.-44

9 Per~ preoey woe ae 1e "~ pefeeo tr

10 if f4 pi:ep:fy wft 4 y gw .
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18 y wi o by 4 0thef* -' be the h m-oke&

19 vcdw of the ........ " at the fime of th4e ri,, to

20 the teWpay'r. If the property was acquired by be-

21 quest, devise, or inheritance, the basis shall be the fair

22 market value of such property at the time of such

23 acquisition. In the case of property transferred in

24 trust to pay the income for life to or upon the order or

25 direction of the grantor, with the right reserved to the
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grantor at all tires prior to his death to revoke the

trust, the basis of such property in the hands of the

persons entitled under the teris of the trust instrument

to the property after the grantor's death shall, after

such death, be the saine as if the trust instrunient had

been a will executed on the day of the grantor's death.

For the purpiSe of this pt)r(rapth pioperty pastig

,'itihut ful ud adc-quate c ,,. idetation under a yencral

porvt- of uppuisttient (.xci id by will s4ll bc dcemcd

to 1w property posing from the individual ecrcising

such poe'er by btquest or dte-ise.

(6) TAX-FRA:R EXCIHANGLS GENEALLY.-If the

Pr IctIy Nas t " t .,ft4 ap, i,'s. ,'i.r Fi ,bruar 9 2H,

1913. iq,, n ai exchalige d.,'riei in section 112 (b)

to (e) . inclu'-ive, the ha-;s Slli he the -allie ;1 in

the case of the property exchtmged, decreased in the

amount of any money received by the taxpayer and

increAed in the aniotut of gain or decreased in the

amount of loss to the taxpayer that was recognized

upon such exchange under the law applicable to the

year in which the exchange was made. If the property

so acquired consisted in part of the type of property

permitted by section 112 (b) to be received without

the recognition of gain or loss, and in part of other

property, the basis provided in this paragraph shall be

allocated between the properties (other than money)
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1 received, and for the purpose of tbe 11l ,catin there

2 shall be assigned to such other property an aniount

3 equivalent to its fair market value at the date of the

4 exchaiige. This paragraph :hall not apply to property

5 acquired by a corporation by the issuance of its stock

6 or securities as the col.,ideration in whole or in part

7 for the transfer of the property to it.

8 (7) TRANMFERS TO ('ORPORATION WHERE CON-

9 TROL OF PROPERTY REMAIN IN SAME i'E Ohk S.-If

10 the property was acquired after december 31, 1917,

11 by a corporation in connection with a reorganization,

12 and immediately after the transfer an interest or control

13 in such property of 50 per centure or more remained

14 in the stue persons or any of their, tlien the hasis shall

15 be the same as it would be in the hands of the trais-

16 feror, increased in the amount of gain or decreased in

17 the amount of loss recognized to the transferor upon

18 such transfer under the law applicable to the year in

19 which the transfer was made. This paragraph shall

20 not apply if the property acquired consists of stock or

21 securities in a corporation a party to the reorganization,

22 unless acquired by the issuance of stock or securities of

23 the transferee as the consideration in whole or in part

24 for the transfer,
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()PROP FATY ACQUIRED[ BY ISSUANCE OF

STOCK O AS PAII)-IN SURLUS.-If the property was

acquired after December 31, 1920, by a corporation-

(A) by the isuauce of its stock or se;uvties

in connection with a trausaction described in sec-

tion 112 (b) (5) (including, ablo, cams where

part of the consideration for the transfer of such

property to the corporation was property or

money, in addition to such stock or securities), or

(B) as paid-in surplus or as a contribution

to capital,

then the basis shall he the sanie as it would be in the

hands of the transfertor, increased in the vanount of gain

or decreased in the amount of loss recognized to the

trisferor upon sucii transfer tuder the law applicable

to the yeat in which the transfer was made.

ee.t.s •4 oee oI' reettlies 4"4i6u4 ftIe Deee,,
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6ofw" fii*e shall he fp~i rt ited-**e ~t tt

•egNt,,, P.-,..... by the Gtwiissne, with he

ft~pf f * he eeta~ry" betweeio aoih stoek &Rtd the

steek or seei- ies -di .b..te4
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441 (9) INVOLUNTARY CON VE.UIO.-If the

2 property was a acquired, after Fbruary 28,

3 1913, as the result of a compulsory or involuntary

4 conkcrbion described in seLiton 112 (f), the basis shall

5 be the saue as in the caase of the property so con-

(1 verted, decreased in the amount of any woney'received

7 by the taxpayer which was not expended in accordance

8 with the provisioius of law (applicable to the year in

9 which such conversion was made) determining the tax-

10 able status of the gain or loss upon such conversion,

11 and inrca.ed in the amount of gain or decreased in

12 the amount of loss to the taxpayer recognized upon

13 such conversioii wider the law applicable to the year

14 in which such conversion was made.

15 -444 (10) WAsu 6AJ4ES OF STIXK.-If the prop-

16 erty consists of stock or securities the acquisition of

17 which (or the contract or option to acquire which)

18 resulted in the nondeductibility (under section 118

19 of this Act or corresponding provisions of prior income

20 tax laws, relating to wash sales) of the loss from the

21 sale or other disposition of substantially identical stock

22 or securities, then the basis shall be the basis of the

23 stock or securities so sold or disposed of, increased or

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

25 between the price at which the property was acquired

p
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and the price at which such substantially identical

stock or securities were sold or otherwise disposed of.

4 (11) PRoPERYr ACQUItED DUR1UN AFFIL-

iATIO.-In the cae of property acquired by a corpo-

ration, during a period of affiliation, from a orporation

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

after such period of affiliation, shall be determined, in

accordance with regulations prescribed by the Com-

mnissioner 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 year 1929 or any subsequent taxable year, in

respect of which a consolidated return is made by such

corporation under section 141 of this Act or the Rev-

enue Act of 1928 or the Revenue Act of 1932, shall be

determined in accordance with regulations prescribed

under stion 141 (b) of t Act or the Revenae Act



95

of 1928 or the Revenue Act of 1932. The basis in

2 the case of property held by a corporation during any

3 period, i the taxable year 1929 or any subsequent

4 taxable year, in respect of which a consolidated return

5 is made by such corporation uider 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, hi accordance with regulations pre-

9 scribed under section 141 (b) of this Act or ie

10 Revenue Act of 1928 or the Revenue Act of 1932,

11 applicable to such period.

12 (12) If the property was acquired, after Febru-

13 ary 28, 1913, in any taxable 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 s section 113(a) (6), (7), or (9) of such Act, then for

17 tite purposmi of this Act the basis shall be the same as the

18 bavis therein prescribed in the Revenue Act of 1932.

19 (.t3) If the property was acquired, after Febru-

20 ary 28, 1913, by a pLrtnership and the basis is not

21 otherwie determined under any of the paragraphs (1)

22 to (12), inclusive, of this subsection, then the basis shall

23 be the same as it would Ie in the hands of the transferor,

24 increased in the amount of gain or decreased in the

25 amount of loss recognized to the trauseror upon such

26 transfer u dr the law applicable to the year in which
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1 the transfer u'as made. If the property was distributed

2 in kind by a partnership to any partner, tk1 basis of

3 such property in the haids of the partner shall be such

4 part of the bai.is in his hauls of his partnership interest

(10 1s pro pu,'y all cable to such property.

6 { (14) PuO ERTY ACQUIRED BEFORE MARCH

7 1, 1913.-In the case of property acquired before

8 March 1, 1913, ;f the basis otherwise determined under

9 this subsection, adjusted (for the period prior to

10 March 1, 1913) as provided in subsection (b), is

11 less than the fair market value of the property as of

12 March 1, 1913, then the basis for determining gain shall

13 be such fair market value. In determining the fair

14 market value of stock in a corporation as of March 1,

15 1913, due regard shall be given to the fair market value

16 of the assets of the corporation as of that date.

17 (b) ADjusTED BAsi.a-The adjusted basis for deter-

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

19 property, whenever acquired, shall be the basis determined

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

21 (1) GENERAL RULE.-Proper adjustment in

22 respect of the property shall in all cases be made--

23 (A) for expenditures, receipts, losses, or

24 other items, properly chargeable to capital account,

25 including taxes and other carrying charges on unim-
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1 proved and unproductive real property, but no

2 such adjustment shali be made for taxes or other

3 carrying charges for which deductions have been

4 taken by the taxpayer in determining net income

5 for the taxable yeur or prior taxable years;

6 (B) in rebpcut of any period since February

7 28, 1913, for exhaustion, wear and tear, obso-

8 lescence, amortization, and depletion, to the extent

9 allowed (but not less than the amount allowable)

10 wider this Act or prior income tax laws. Where

11 for any taxable year prior to the taxable year 1932

12 the depletion allowance Was based on discovery

13 value or a percentage of income, then the adjust

14 meat for depleion for such year shall be based on

15 the depletion which would have been allowable

16 for such year if computed without reference to

17 discovery value or a percentage of income;

18 (C) in respect of any period prior to March

19 1, 1913, for exhaustion, wear and tear, obsoles-

20 cence, amortization, and depletion, to the extent

21 sustained;

22 (I)) in the case of stock (to the extent not

23 provided for in the foregoing subparagraphs) for

24 the amount of distributions previously made

25 which, under the law applicable to the year in

J. 41951 -7
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I which the distribution was made, either were tax-

2 free or were applicable in reduction of basis (not

3 including distributions made by a corporation,

4 wdch was classified as a personal service oor-

5 pouation under the provisions of the Revenue Act

6 of 1918 or 1921, out of its earnings or profits

7 which were taxable in accordance with the provi-

8 sions of section 218 of the Revenue Act of 1918

9 or 1921).

10 (2) 8UBSTITUTED BA8s.-The term "substi-

11 tuted basis" as used in this subsection means a basis

12 determined tnder any provision of subsection (a) of

13 this section or under any corresponding provision of a

14 prior income tax law, providing that the basis shall be

15 determined-

16 (A) by reference to (te basis in the hands of

17 a transferor, donor, or grantor, or

18 (B) by reference to other property held at

19 any time by the person for whom the basis is to

20 be determined.

21 Whenever it appears that the basis of property iu the

22 hands of the taxpayer is a substituted basis, then the

23 adjustments provided in paragraph (1) of this sub-

24- section shall be made after first making in respect of

'25 such substituted basis proper adjustments of a similar
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I nature in respect of the period during which the prop-

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

3 during which the other property was held by the person

4 for whom the basis is to be determined. A similar rule

5 shall be applied in the case of a series of substituted

0 bases.
7 SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

8 (a) Buis Fi DwumouTioN.-The basic upon

9 which exhaustion, wear and tear, and obsolescence are to

10 be allowed in respect of any property shall be the adjusted

11 basis provided in seeion 113 (b) for the purpose of deter-
12 mining the gain at le upon the sale or other &position

13 of such property.

14 (b) BASIS FOia D LnoNaON.--

15 (1) GE aICAL RUL.--The basis upon which de-

16 pletion is to be allowed in respect of any property shall

17 be the adjusted basis provided in section 113 (b) for

18 the purpose of detenniaMg the gain or low upon the sale

19 or other disposition of such property, asoept as provided

20 in paragraphs (2), (3), and (4) of this subsection.

21 (2) DiscovY VALUB IN CAS OF WNW.-

22 In the case of mines (other than metal, coal or sulphur

23 mines) discovered by the taxpayer after February 28,
24 1913, the basis for depletion shall be the fair market

25 value of the property at the date of discovery or within
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1, thirty days thereafter, if such mines were not acquird

2 a the result of purchase of itat- ale - nd

S if the fair market value of the property material

4 disproportionate to the cost. The depltin allowance

6 uader section 21(m) based on discovery value pro-

6 vided in this paragraph shall not exceed 50 per centum

7 of the net income of the taxpayer (computed without

8 allowance for depletion) from the property upon which

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

10 the depletion allowance under section 23(m) be less

11 than it would be if computed without referee to dig-

12 covery value. Discoveries shall include minerals in-

13 commercial quantities contained within a vein or de-

14 posit discovered in an existing mine or mining tract

16 by the taxpayer after February 28, 1913, if the vein

16 or deposit thus discovered was not merely the un-

17 interrupted extension of a coutinuing commercial veiu

18 or deposit already known to exist, and if the di-

19 covered minerals are of aufient value and quantity

20 that. they could be separately mined sad marketed at

21 a profit.

22 (3) ?J"OI"TAWI DRPLETION "O WoL AND GAB

23 WrS..-In the case of oil and gas wells the allowance

24, for depletion under section 23(m) shall be 27* per

,25 . centum of the grom income from the property during
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1 the taxable year, excluding from sch grm income an

g amount equal to any rents or royalties pid or incurred

$ by the taxpayer in respect of the property. Such

4 allowane shall not exc d 50 per centum, of the Pe

6 income of the taxpayer (computed without allowance

6 for depletion), from the property, except that in no

ease sal the depletion allowance uwder wadon 28(m)

6 be less than it would be if computed without refereuoo

9 to this paragraph.

10 (4) PEI.CZTAoS DEPLETION FOR OOAL AND

11 MWAL MUINN AND 8UiPiiuz.-The allowance for

12 depletion under secion 23(m) shall be, in the ease of

1 coal mines, 5 per centumn, in the cae of metal mines,

14 15 per centum, and, in the case of sulphur mines or de-

15 posits, 23 per centumu, of the gross income from the

16 property during the taxable year, excluding from sucb

17 gross income an amount equal to any rents or royalties

18 paid or incurred by the taxpayer in respect of the prop-

19 erty. Such allowance shall not exceed 50 per centum

20 of the not income of the taxpayer (computed without

21 allowance for depletion) from the property ti.
22 itt fm ease sheW the deekie allowenee fw mt immle

23 yaw Mg or 4W& be 4~ Wo 6 if eeQ"MrVPw

24 wihet r, ewenee to t" p h. A tpeye I Sn-

25 0 mete 4 the W o tM Owle i
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7 peRUeneg deplnee The I~eo leaa
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11 the totem the depleti allewenlee for' mth Ppoe

12 if esteediotg eaillote ye"r MIwell Ibe amue ih

13 u'fremle to j~f~g $je44~ gtoe'e

14 Ifoe whiehjwser aeWerc tufter 1ttee &f,44

15 ei " iw 46 Ayer'

17 of 4he itap"Iyer io~e eto +~~,dt

20 fm &Wa eee! o Aohapel"be
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22 dep~~e""&9 *aedit 6ete mfelhod 4feueo
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11 A taxpayer making hi. first return under this title in

12 respect of a property shall state whether he decta to hav

13 the depletion allowance for such property for the taxable

14 year for which the return is made computed with or

I o without regard to percentage depleiwm, aul the depletion

10 allowance in respect of such property for such year and

17 all succeeding taxable years a/all be, computed according

18 to the election thu made. If the taxpayer fails to make

19 such statement in the return, the depletion allowance for

20 such property for all taxable years -hall be computed

21 without reference to percentage depletion.

22 SEC. 115. DISTRIBUTIONS BY CORPORATIONS.

23 (a) DmNlTION OF DiVIDEND.-The term "dividcn4"

24 when used in this title (except in section 203 (a) (4)

25 and section 008-(1t0 207(c) (1), relating to insurance
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1 companies) moa any distribution made by a corporatlo

2 to Its sreholders, whether In money or In other property,

8 out of Its earuiup or profits .. .la1-..M'-A
4 Bp, .

5 (b) 8o oF D imaurn o ---For the purpose

Sof this Act every distribution is made out of earnings or

7 profits to the extent thereof, and from the most rcendy

8 accumulated earnings or profits. AY e or

-a ism -in'ly~oe-d apeuIeyaeenee

10 bekwe Mee 41 ty be diiaee ei w frs ua

11 ai4b"geft e 0g an4 et

14 the sWe priwided in etiet 4-14-

15 (c) DISTRIBUTIONS IN LIQUIDATION.-Amountu dis-

16 tributed in complete liquidation of a corporation shall be

17 treated as in full payment in exchange for the stock, and

18 amounts distributed in partial liquidation of a corporation

19 shall be treated as in part or full payment in exchange for the

20 stock. The gain or los to the distribute resulting from

21 such exchange shall be determined under section 111, but

22 shall be recognized only to the extent provided in section

28, 112. Despite the provi "sa of section 117(a), 100 per

24 centum of Ow gain so recognized Jwll be tabn into account

25 in computing net income. In the case of amounts distributed
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1 (whA beore January 1, 1984, or on or after saw daU)

9 in prti liqudton (other than a distribution within the

S provisions of eeeike O iow (A) of thi. .eiew

4 of stock or scuritis in connection with a reorgmstion)

5 the psrt of such 4isttibution which is properly chargeable

6 to capital account shall not be considered a distribution of

7 eamings or profits within de meaning of ubeee 4-
8 f this section for the purpose of determining the taxability

9 of subsequent distributions by the corporation.

10 (d) OneTR Dm'tiBUTIONS MJM OArrrAL.-.If any

11 distribution (not in partial or complete liquidation) made by

12 a corporation to its shareholders iso im "I of in

13 ieste of p"P'y aseed o n 4w 4 md is not

14 out of earnings or profits, then the amount of such distribu-

15 tion shall be applied against and reduce the adjust basis of

16 the stock provided in section 113, and if in excess of such

17 basis, such excess shall be taxable in the same manner as a

18 gain from the sale or exchange of property.

19 (e) DIIBUTIOIrs BY PmImoNAL SuVIOB CORPORA-

20 TIONS.--Any distribution made by a corporation, which was

21 classified as a personal service corporation under the pro-

22 visions of the Revenue Act of 1918 or the Revenue Act

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

24 in accordance with the provisions of section 218 of the Rove.
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1 nue Act of 1918 or section 218 of the Revenue Act of 1921,

3 sball be exempt from tax to the distributed,

8 (f) S maX Dzvwm .- A stook dividend sldl not be

4 subject to ta.
5 (g) Rwi s oa or 8TOVL-If a oorporation inoels

6 or rolcdms its stjwk (whether or not stich stock was issued

7 as a stock dividend) at such tize and in such mower 0

8 to make the distribution and cancellation or redemption in

9 whole or in part essentially equivalent to the distribution

10 of a taxable dividend, the anwunt so distributed in redemp.

11 tioa or cancellation of the stock, to the extent that it repro-

12 sents a distribution of earnings or profits leemwiuked ee

18 ,ewhaR g* -14 , sFeAill be treated as # table dividend.

14 (h) DistiiUTJON OF STOCK Ov REOGAOANIVZA-

15 TION-EFECT ON'FUTURE DI8TRWUTION.-The 4i#-

16 tribution before JanuaiV 1, 1934, in pursuance of a plan

17 of reorganization, by or on behalf of a corporation a party

18 to the reorganizaion, of its stock or securities or stock or

19 securities in a corporation a party to the reorganization, if

20 no gain to the distributed from the reeipt o such stock or

21 securities was recognized by law, 8l11 not be considered .a

22 distribution of earnings or profits within the meaning of this

23 section for the purpose of determining the taxability of sub-

24 sequc'it distributions by t1w corporation". As used in 0his

25 subsection, the tenns" rcorganization" andi "party to the
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9=46 roasiao." S ahl V. IA. u.-Nus aaigsw to sWAk

S donnein nen 11* of W AletwAd of 1285.
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4 used in this setion the term "amounts distributed in partial

5 liquidation" means a distribution by a corporation in con-

a plate cancellation or redemption of a pert of its stook, or me

7 of a series of distributions in complete cancellation or redenmp-

8 ion of all or a portion of its stock.

9 sxCo 11A XXCLUSIONS FROM GROSS INCOME.

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

11 following item shall not be included in gross income and

12 shall be exempt from taxation uuder this title:

is (a) FA14 RID INOOMR FROM SOUBoUa WITHOUT

14 UNrrE STAT.--In the case of an individual citizen of

15 the United States, a bona fide nonresident of the United

16 States for more than six months during the taxable year,

17 amounts received from sources without the United States

18 (except amounts paid by the United States or any agency

19 thereof) if such amounts would constitute earned income

20 as defined in section 25(a) if revvive rain sources within the

21 United States; but such individual shall not be allowed as

22 a deduction from his gross income any deductions properly

28- allocable to or chargeable against amounts excluded from

24 gross income under this subsection. As tsed ii k subsee-

25 i the te erned ineeto'- mesas Wte,elt-i.

26 Xfe d46e eietwte vMs ee a@ ew ed e
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7 m e eea e eepe im pe

t 8 w) fiTl. rwa if"W ALSA "O W .- nth

14 Me of 'an individual employed by Alaska or Hawaii or any

15 mvolitical subdivision thereof as a tdher in any educational

16 institution, th6 compensation reccived an such. This sub-

17 n o shell not exempt compensation paid directly or

18 indirectly by die Government of the United Statn.

19 oele *O of "o 6 of tO A4t eag ".An AA to pn .

2 apitinpr ovcd s
21 indirectlyde by the Goermnto te itieats 2" 4 4

22 amien "oft bfOAA eside4Ad to~il9

28 gaemn e~m~fo WG

24 4 &~ 4-*1glh* e 48,

256 4QVai eeb 11 I Yiefleas of 1i982V



1

1 (a) hRXX5 or FoSme (kVUmN --Th ip-

cow of Wesgn gvenma reoeied inm investments in

8 the United Stats in stocks. boods or other domestic sewi-

4 64% owned by a&k foreip Veru ents. from In o

5 d pots in buil in the United ates of moneys belonging
8 to Seh foreign governments, or from any other source

7 within the United 8tate.

a (d) IOOMM oF OTATM, MUNICLPAITM, ETO.--

o Icone derived from any public utility or the ercise of auy

10 essential gvernmental funton and aooring to, any State,

11 Trty, or the District of Columbia,,r any political sab-

12 division a State or Territory, or income airing to the

13 government of any possession of the Uuited States, or any

14 political subdivision thereof.

15 Whenever any State, Territory, or the District of

16 Columbia, or any political subdivuiion of a 89aW or Terri-

17 tory, prior to September 8, 1916, entered in good faith

18 into a oontraot with any person, the object and purpose. of

19 which is to acquire, ounstruet, operate, or maintain a public

20 u"tty--

21 (1) IL by tie terms of such contact the tax

22 imposed by this title is to be paid out of the proceeds

28 from the operation of such public utility, prior to any

division of such procee& -between the person and

2the State, Territory, political subdivision, or the
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1 District of C ]umbia, and if, but for tlhe Impositon of

2 the t" impoed by tdl ", a pot of such proceed for

$ the tale year would am direedy to or for the

4 use of sua St e, Territory, political subdivision, or

5 the District of Columbia, then a ax upon th net iuwue

6 from the operation of suoh public utility shall be

7 levied, useand, collected, and paid in the mauailer

8 and at the rates prescribed in this title, but thore

9 shall be mfaunded to such State, Territory, political

10 subdivision, or the District of Columbia (under rules

11 and regulations to be prescribed by the Oomminioner

12 with the approval of the Secretary) an amnt which

13 bears the same relation to the amount of the tax u the

14 amount which (but for the imposition of the tax

15 imposed by this title) would have acrued directly to

16 or for the use of such State, Territory, political sub-

17 division, or the District of Columbia, bean to the

18 amount of the net income from the operation of Puch

19 public utility for such taxable year.

20 (2) If by the term of such contract uo part of

21 the proceeds from the operation of the public utility

22 for the taxable year would, irrespective of the tax

23 imposed by this title, accrue directly to or for the use

24 of such Staw, Territory, political subdivision, or the

25 District of Columbia, then the tax upon the net income
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1 01 such person from the operation of uh public utility

2 dl be lvied, aneued, collected, and paid in the

8 MAnner and at the rte presbed in this title.

4 • (a) BwnM To Bn AQuaUm BI STATU 02 POLaTI-

5 CAL Suiairn.-Whenever any State or political b

6 division th , in puuaneof a contra to which it is Wt

7 a party entered into before the enactment of the Revenue

8 Aot.of 1928, is to auire a bridge-

9 (1) If by the terus of suoh ontrat the tax im-

10 posed by this tide is to be paid out of the proeed fros

11 the operation of such bridge prior to any division of

12 such proceeds, and if, but for the imposition of the

18 tax imposed by this title, a part of such proceeds for the

14 taxable year would accrue directly to or for the use of

15 or would be applied for the benefit of such State or

16 political subdivision, then a tax upon the net income

17 from the operation of such bridge shall be levied,

18 assessed, collected, aud paid in the manner and at the

19 rates prescribed in this title, but there shall be refunded

20 to such State or political subdivision (under rules and

21 regulations to be prescribed by the Commissioner with

22 the approval of the Secretary) an amount which bears

23 the same relationto the amount of the tax as the amount

24 which (but for the imposition of the tax impoed by

25 this tide) would have accrued directly to or for the Us
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1" of or would be applied for the benefit of such State or

2 political subdivision, bears to the amount of the net

8 income from the operation of such bridge for such tax-

4 able year. No such refund shall be made unless the

5 entire amount of the refund is to be applied in part

6 payment for the acquisition of such bridge.

7 (2) If by the terms of such contract no part of

8 the proceeds from the operation of the bridge for the

9 taxable year would, irrespective of the tax imposed by

10 this title, accrue directly to or for the use of or be

11 applied for the benefit of such State or political sub-

12 division, then the tax upon the net income from the

18 operation of such bridge shall be levied, assessed, col-

14 lected, and paid in the manner and at the rates pre-

15 scribed in this tide.

16 (f) DIVmIEND FRo. "CHwA TRADE AOT" COR-

17 PoBAnON.--In the case of a person, amounts distributed as

18 dividends to or for his benefit by a corporation organized

19 under the China Trade Act, 1922, if, at the time of suoh

20, distribution, he is a resident of China, and the equitable right

21 to the income of the shares of stock of the corporation is in

22 good faith vested in him.

28 (g) SHMowxMWn" PUMWETION -am hI&ninfITT

24 AswiATomS.---The receipts of shipowners' mutual proteo-

25 tion and, indemnity associations not organized for profit, and

26 no part of the net earnings of which inures to the benefit of
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1 any private shareholder; but such corporations shall be sub-

2 ject as other persons to the tax upon their net income from

3 interest, dividends, and rents.

4 SEC. 117. CAPITAL GAINS AND LOSSES.

5 (a) GENERAL RULE.-In the case of a taxpayer,

6 other than a corporation, only the following percentages of

7 the gain or losq recognized upon the sale or exchange of a

8 capital asset shall be taken into account in computing net

9 income:

10 100 per centum if the capital asset has been held

11 for not more than 1 year;

12 80 per centum if the capital asset has been held

13 for more than 1 year but not for more than 2 years;

14 60 per centum if the capital asset has been held

15 for more than 2 years but not for more than 5 years;

16 40 per centum if the capital asset has been held for

17 more than 5 yeaft.

18 (b) DEFINITION OF CAPITAL ASSETS.-For the pur-

19 poses of this title, "capital' assets" means property held by

20 the taxpayer (whether or not connected with his trade or

21 business), but does not include AW ilf trad& of th thqxpay9'

22 or other property of a kind which would properly be included

23 in the inventory of the taxpayer if on hand at the close of

24 the taxable year, or property held by the taxpayer primarily

25 for sqle in the course of his trade or business.

J. 41951 -8
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! (c) DETRWA ''TION OF PEtOD FOR WHICH HELD.-

2 IFor the purpose of subsection (a)-

3 (1) In determining the period for which the tax-

4 payer has held property received on an exchange there

5 shall be included the period for which he held the prop-

6 erty exchanged, if under the provisions of section 118,

7 the property received has, for the purpose of determining

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

9 whole or in part in his hands as the property exchanged.

10 (2) In determining the period for which the ta-

11 payer has held property however acquired there shaU

12 be included the period for which such property was held

18 by any other person, if under the provui of stion

14 113, such property has, for the purpose of detemininq

15 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 (3) In determining the period for which the tax-

19 payer has held stock or securities received upon a dig-

20 tribution where no gain was recognized to the distributee

p4,he pryvWW of section 112(g) of the Revenue

22 Act of 1928 or the Revenue Act of 1932, there shall be

28 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.



115

1 (4) In determining the period for which I4e tax-

2 payer has held stock or securities the acquisition of

3 which (or the contract or option to acquire which) re-

4 suited in the non&ductibility (under section 118 of this

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

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

7 from the sale or other disposition of substantially iden-

8 tidal stock or securities, there shall be included the period

9 for which he held the stock or securites the loss from

10 the sale or other disposition of which was not deductible.

11 (d) LIMITATION ON CAPITAL LossE.-Losses from

12 sales or exchanges of capital assets shall be allowed only to

13 the extent of the gains from such sales or exchanges.

14 (e) GAINS AND LossEs FROM SHORT SALES.-For

15 the purposes of this title, gains or losses (A) from short sales

16 of property, or (B) attributable to privileges or options to

17 buy or sell property, or (G) from sales or exchanges of such

18 privileges or options, shall be considered as gains or losses

19 from sales or exchanges of capital assets held for one year

20 or less.

21 (f) RETIREMENT OF BoNDsj 'Em.-For the purpose.

22 of this title, amounts received by the holder upon the retire-

23 ment of bonds, debentures, notes, or certificates or other

24 evidences of indebtedness issued by any corporation (indud.

25 ing those issued by a government or political subdivision



I if;

I Iwhreof), with interest coupons or in registered form, shall be

2 considered as amounts received in exchange therefor.

3 SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECU.

4 RITIES.

5 (a) In the case of any loss claimed to have been sus-

6 tained from any sale or other disposition of shares of stock

7 or securities where it appears that, within a period beginning
S

8 30 days before the date of such sale or disposition and ending

9 30 days after such date, the taxpayer has acquired (by Pur-

10 chase or by an exchange upon which the entire amount of

11 gain or loss was recognized by law), or has entered into a

12 contract or option so to acquire, substantially identical

18 stock or securities, then no deduction for the loss shall be

14 allowed under section 23 (e) (2); nor shall such deduction

15 be allowed under section 23 (f) unless the claim is made by a

16 corporation, a dealer in stocks or securities, and with respect

17 to a transaction made in the ordinary course of its business.

18 (b) If the amount of stock or securities acquired (or

19 covered by the contract or option to acquire) is less than the

20 amount of stock or securities sold or otherwise disposed of,

21" th6 the'Piiticulat thdres of stock or securities the loss from

22 the sale or other disposition of which is not deductible shall

23 be determined under rules and regulations prescribed by the

24 Commissioner with the approval of the Secretary.
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1 (c) If the amount of stock or securities acquired (or

2 covered by the contract or option to acquire) is not less

3 than the amount of stock or securities sold or otherwise dis-

4 posed of, then the particular shares of stock or securities the

5 acquisition of which (or the contract or option to acquire

6 which) resulted in the nondeductibility of the loss shall be

7 determined under rules and regulations prescribed by the

8 Commissioner with the approval of the Secretary.

9 SEC. 119. INCOME FROM SOURCES WITHIN UNITED STATES.

10 (a) Onoss INcomE FRoM SOURCES IN UNITIOD

11 STATES.-The following items of gross income shall be

12 treated as income from sources within the United States:

13 (1) INTFREST.-Interest from the United States,

14 any Territory, any political 8ubdivtisofn of a Territory,

15 or the District of Columbia, and interest on bonds, notes,

1 e) or other interest-bearing obligations of residents, corpo-

, 7 rate-or otherwise, not including--

18 (A) interest on deposits with persons carry-

19 ing on the banking business paid to persons not

20 engaged in business within the United States and

21 not having an office Qqplace of biness therein, or

22 (B) interest received from a resident alien

23 individual, a resident foreign corporation, or a

24 domestic corporation, when it is shown to the satis-

25 faction of the Commissioner that less than 20 per
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I centum of the gross income of such resident payor

2 or domestic corporation has 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) DivWENDIS.--The amount received as divi-

12 dends-

113 (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 satisfaction 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 the three-year period ending with the close

21 ,I A ( ,"f~the -taxIh&.byear of such corporation preceding

22 the declaraion of such dividends (or for such part

23 of such period as the corporation has been in

24 existence), or
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1 (B) from a foreign corporation unless less

2 than 50 per centum of the gross income of such

3 foreign corporation for the three-.year period end-

4 ing with the close of its taxable year preceding

5 the declaration of such dividends (or for such part

6 of such period as the corporation has been in

7 existence) was derived from sources within the

8 United States as determined under the provisions

9 of this section;

10 (3) PJ*ONAL savicEs.-Compensation for

11 labor or personal services performed in the United

12 States;

13 (4) RENTALs AND RoYALT .- Rentals or

14 royalties from property located in the United States or

from any interest in such property, including rentals

16 or royalties for the use of or for the privilege of using

17 in the United States, patents, copyrights, secret

18 processes and formulas, good will, trade-marks, trade

19 brands, franchises, and other like property; and

20 (5) SALB OF REAL PBOPUBTY.-Gans, profits,

21 and income from the sal~kreal property located, in

22 the United States.

23 (6) SALE OF PERSONAL PROPERTY.-For gain.

24- profits, and income from the sale of personal property

2.',1 see ubnetion (e) . •
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1 (b) NET INCOME FROM SOURCES IN UNITED

2 STATF.-Frorn the items of gross income specified in sub-

$ section (a) of this section there shall be deducted the

4 expenses, losses, and other deductions properly apportioned

5 or allocated thereto and a ratable part of any expenses, losses,

6 or other deductions which can not definitely be allocated

7 to some item or class of gross income. The remainder, if

8 any, shall be included in full as net income from sources

9 within the United States.

10 (c) GRosW INCOME FROM SOURCES WITHOUT

11 UNITED STATE.-The following items of gross income shall

12 be treated as income from sources without the United States:
13 (1) Interest other than that derived from sources

14 within the United States as provided in subsection

15 (a) (1) of this section;

16 (2) Dividends other than those derived from

17 sources within the Unitod States as provided in sub-

18 section (a) (2) of this section;

19 (3) Compensation for labor or personal services

20 performed without the United States;

21 .' , (4) Rentals or royalties from property located

22 without the United States or from any interest in such

28 property, including rentals or royalties for the use of

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

25 patents, copyrights, secret processes and formulas.

4
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1 good will, trade-marks, trade brands, franchises, and

2 other like properties; and

8 (5) Gains, profits, and income from the sale of

4 real property located without the United States.

5 (d)' NET INCOME FROM SOURCES WITHOUT UNITED

6 STATJ*S.-From the items of gross income specified in sub-

7 section (c) of this section there shall be deducted the ex-

8 penses, losses, and other deductions properly apportioned

9 or allocated thereto, and a ratable part of any expenses,

10 losses, or other deductions which can not definitely be allo-

11 cated to some item or class of gross income. The remainder,

12 if any, shall be treated in full aa net income from sources

13 without the United States.

14 (e) INCOME FROM SOURCES PARTLY WITHIN AND

15 PARTLY WITHOUT UNITED STATS.-Items of gross

16 income, expenses, losses and deductions, other than those

17 specified in subsections (a) and (c) of this section, shall

18 be allocated or apportioned to sources within or without

19 the United States, under rules and regulations prescribed

20 by the Commissioner with the approval of the Secretary.

21 Where items of gross income ,,Mparately allocated ,to

22 sources within the United States, there shall be deducted

23 (for the purpose of computing the net income therefrom)

24 the expenses, losses, and other deductions properly appor-

25 tioned or allocated thereto and a ratable part of other
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i expenses, losses or other deductions which can not definitely

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

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

6 without the United States, the net income may first be

7 computed by deducting the expenses, losses, or other deduc-

8 tons apportioned or allocated thereto and a ratable part of

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

10 definitely be allocated to some items or class of gross

I I income; and the portion of such net income attributable

12 to sources within the United States may be determined by

13 processes or formulas of general apportionment prescribed

14 by the Commissioner with the approval of the Secret,,v.

15 Gains, 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 property produced

19 (in whole or in part) by the taxpayer within and sold

20 without the United States, or produced (in whole of in

2f1 tiffr part), by the"Apayer 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. Gains, profits
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1 and income derived from the purchase of personal property

2 within and its sale without the United States or from 'the

8 purchase of personal property without and its sale within the

4 United States, shall be treated as derived entirely from

5 sources within the country in which sold, except that gains,

6 profits, and income derived from the purchase of personal

7 property within the United States and its sale within a

8 possession of the United States or from the purchase of per-

9 sonal property within a possession of the United States and

10 its sale within the United States shall be treated as derived

11 partly from sources within and partly from sources without

12 the United States.

13 (f) Dmr oNITos.-As used in this section the woiAis

14 "sale" or "sold" include "exchange" or "-exchanged ' ;

15 and the word "produced" includes "created ", "fabri-

16 cated" "manufactured" "extracted ", processse',

17 "cured ", or "aged

18 SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE

19 AND OTHER CONTRIBUTIONS"

20 In the case of an individual if in the taxable year and

21 in each of the ten preceding taxae years thetamount of the

22 contributions or gifts described in section & 23(o) plus

23 the amount of income, war-profits, or excess-profits taxes

24 paid during such year in respect of preceding taxable years,

25 exceeds 90 per centum of the taxpayer's net income for each
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1 such year, as computed without the benefit of section '84:t.)

2 23(o), then the 15 per centun limit imposed by such section

8 shall not be applicable.

4 Supplement C-Credits Against Tax

51 [Supplementary to Subtitle B, Part III]

6 SEC. 131. TAXES OF FOREIGN COUNTRIES AND POSSES.

7 SIONS OF UNITED STATES.

8 (a) ALLOWANCE OF CREDIT.-If the taxpayer signi-

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

10 the tax imposed by this title shall be credited with:

11 (1) CITIZEN AND DOMESTIC CORPORATION.-In

12 the case of a cit;zen of the United States and of a domes-

to 18 tic corporation, the amount of any income, war-profits.

14 and excess-profits taxes paid or accrued during the tax-

15 able year to any foreign country or to an%, possession

16 of the United States; and

17 (2) RESIDENT OF UNITED STATES.-In the case

18 of a resident of the United States, the amount of any

19 such taxes paid or accrued during the taxable year to

20 any possession of tJle United States; and

21 (3) ALIEN RI'I:IDENT OF UINITED STATES.-Irn

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

28! amount of any such taxes paid or accrued during the

24 table year to any foreign country, if the foreign
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1 country, of which such alien resident is a citizen or sub-

2 ject, in imposing such taxes, allows a similar credit

3 to citizens of the United States residing in such country;

4 and

5 (4) PARTNEEWS1IIPS AND ESTATES.-In the case

6 of any such individual who is a member of a partner-

7 ship or a beneficiary of an estate or trust, his propor-

8 tionate share of such taxes of the partnership or the

1) estate or trust paid or accrued during the taxable year

I() to a foreign country or to any possession of the United

I 1 States, as the case may be.

12 (b) LIMIT ON CREI.-The amount of the credit

13 taken under this section shall be subject to each of the

14 following limitations:

15 (1) The amount of the credit in respect of the

10 tax paid or accrued to any country shall not exceed the

17 same proportion of the tax against which such credit

18 is taken, which one-half of the taxpayer's not income

19 from sources within such country bears to his entire

20 net income for the same taxable year; and

21 (2) The total amount 'of the credit shall not

22 exceed the same proportion of the tax against which

23 such credit is taken, which one-half of the taxpayer's

24 net income from sources without the United States

25 bears to his entire net income for the same taxable year.
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(c) ADJUSTMENTS ON PAYMENT OF ACCitrED

2 TAx.-If accrued taxes when paid differ from the

3 amounts claimed as credits by the taxpayer, or if any tax

4 paid is refunded in whole or in part, the taxpayer shall

5 notify the Commissioner, who shall redetermine the amount

6 of the tax for the year or years affected, and the amount of

7 tax due upon such redetermination, if any, shall be paid by

8 the taxpayer upon notice and demand by the collector, or

9 the amount of tax overpaid, if any, shall be credited or

10 refunded to the taxpayer in accordance with the provisions

11 of section 322. In the case of such a tax accrued but not

12 paid, the Commissioner as a condition precedent to the

13 allowance of this credit may require the taxpayer to give a

14 bond with sureties satisfactory to and to be approved by the

15 Commissioner in such sum as the Commissioner may require,

16 conditioned upon the payment by the taxpayer of any

17 amount of tax found due upon any such redetermination; and

18 the bond herein prescribed shall contain such further condi-

19 tions as the Commissioner may require.

20 (d) YEAR IN WHICH CREDIT TAXEN.-The credits

21 provided for in this, sfetion may, at the option of the tax-

22 payer and irrespective of the method of accounting employed

23 in keeping his books, be taken in the year in which the

24 taxes of the foreign country or the possession of the United

25 States accrued, subject, however, to the conditions prescribed
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1 in subsection (c) of this section. If the taxpayer elects to

2 take such credits in the year in which the taxes of the foreign

3 country or the possession of the United States accrued, the

4 credits for all subsequent years shall be taken upon the

5 same basis, and no portion of any such taxes shall be allowed

6 as a deduction in the same or any succeeding year.

7 (e) PROOF OF CREDITS.-The credits provided in this

8 section shall be allowed only if the taxpayer establishes

9 to the satisfaction of the Commissioner (1) the total amount

10 of income derived from sources without the United States,

It determined as provided in section 119, (2) the amount

12 of income derived from each country, the tax paid or accrued

13 to which is claimed as a credit under this section, such

14 amount to be determined under rules and regulations

15 prescribed by the Conunissioner 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 OF FoeEiGN SuBmIDAu.-For the pur-

19 poses of this section a domestic corporation which owns a

20 majority of the voting stock of a foreign corporation from

21 which it receives dividends -( A ooibei .... ti ----

22 g in any taxable 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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1 with respect to the accumulated profits of such foreign corpo-

2 ration from which such dividends were paid, which the

3 amount of such dividends bears to the amount of such accu-

4 mulated profits: Provided, That the amount of tax deemed to

5 have been paid under this subsection shall in no case exceed

6 the same proportion of the tax against which credit is taken

7 which the amount of such dividends bears to the amount of

8 the entire net income of the domestic corporation in which

9 such dividends are included. The term "accumulated

10 profits" when used in this subsection in reference to a

11 foreign corporation, meats the amount of its gains, profits,

12 or income in excess of the income, war-profits, and excess-

I : profits taxes imposed upon or with respect to such profits or

14 income; and the Commissioner with the approval of the See-

15 retary shall have full power to determine from the accumu-

16 lated profits of what year or years such dividends were paid;

17 treating dividends paid in the fiht sixty days of any year as

18 having been paid from the accumulated profits of the pre-

19 ceding year or years (unless to his satisfaction shown other-

20 wise), and in' 6ther respects treating dividends as having

2T bon' pid**om thit nM recently accumulated gains, profits,

22 or earnings. In the case of a foreign corporation, the income,

23 war-profits, and excess-profits taxes of which are determined

24 on the basis of an accounting period of less than one year, the

25 word "year" as used in this subsection shall be contrued

26 to moan such accounting period.
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I consolidated return for the' taxable year in, lieu of separate

2 returns. The making of a. consolidated return, shall be

8 upon the condition that alt the corporations which have

4 been members of the afiliated grup, at any time during Ohe

& taxable year 'for which the return is madi consent to all the

6 regulations under subsection (b) (or, in ease such regula-

7 tons are not prescribed prior to the making of! the return,

8 then the regulations prescribed under section 141 (b) of the

9 Revenue Act of 408 1932 in, so far as not inconsistent with

10 this Act) prescribed prior, to the making of. such return;

I I and the making of a consolidated return' shall be considered

12 a8 such consent. In the case of a corporation which it. a

13 meniber of the affiliated group for a fractional part of the

14 year the consolidated return shall include the. income of sueh

15 corporation for such. part of the year as it is a' member, of

16 the affiliated group.

17 (b) REGULATIONf.--The Commisioner, with the

18 approval of the Secretary, shall. prescribe suh. .regidationk

19 as he may deem necessary in, order that.the tax liability

20 of an affiliated group of, corporations, making a consolidated

21 return and of each- corporation in the group, both during

22 and, after the period of affiliation, may. be determined;

23 computed assessed, collected; and adjusted insuch manner

24 as clearly to reflect the income and to prevent, avoidace .

25- tat liability..
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1 (o) COMPUTATION AND PAYMENT OkTAx.-In any

2' case in which a consolidated return is made the tax shall:be

8 determined, com)uted, assessed, collected, and adjusted,'in

4 accordance with the regulations under, subsection (b) (Ior,

5 in case such- regulations are not prescribed prior to the

6 making of the return, then the regulations, prescribed under

7 section 141 (b) of the Revenue Act of -1098 1982 in so lar

8 as not inconsistent with this Act) prescribed prior to tie

9 date on which such return is made; .e-eept 40 fkw Ow

10 t6*0114e yelst 4o2 aml 444g tere shall he added t tke

I I mae 4 Wt* P e !.ei'h .lo st406011 t ~M~4~t~

12 i- t ,e of dime hidf 4+ "et emte,%,4t excUpt

13 that fow the Mta le years 1084 satd 198 there shall "be

14 added to the rate of, tax prescribed by sections,13 (4 ,

1& 201(b), and 204 (a), a rate of -p .e.een,.2 per oenm.

16 (d) DEFINITION OF " AFFILIATID,, GROUJP ".-"As

17 used in this section an "affiliated group-" means one or mote

18 ohains of corporations connected through stock ownership

19. with a common parent corporation if-- .i;I

20 (1) At least 95 per contwn of't-ie stock of cub

24 of the coiporations (except the common parent corpora-

22 tion) is owned directly by one or more of the other

23 corporations; and . ,,

24 . (2)' The. coimnon parent corporation ow'ns XR-

25 recly at least 95 per centuni. of the, stock o.&tleast oic

26 of the other corporations.



132

-1 As used in this subsection the term "stock" does not include

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

8 dividends.

4 (e). A consolidated return shall be made only for the

5 domestic corporations within the affiliated group. An insur-

6 ane company subject to -the tax imposed by section 201 or

7 204 shall not be included in the same consolidated return

8 with a corporation subject to the tax imposed by section 13,

9 and an insurance company subject to the tax imposed by

10 section 201 .shall not be included in the same consolidated

11 return with an insurance company subject to the tax imposed

12 by. section 204.

18 (f). CmNA TFAni ACT COBPORATonS.-A corpora-

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

15 be deemed to be affiliated with any other corporation within

16 -the meaning of this section.

17, .(g) CORPORATIONS Dmivn G INCOM FRoM Poe-

18 8amION8 OF UNITD) STATE.-For the purposes of this

19 section a corporation entitled to the benefits of section 25t,

20 by reason of receiving a large percentage of its income from

21 possessions of the United States, shall be treated as a foreign

22 corporation.

28 (h) SumswIARY FORMED TO COMPLY WITH FoREIGN

24 J~w.-In the case of a domestic corporation owning or con-

25 trolling, directly or indirectly, 100 per centun of the, capital



I;:3

11; stock'(excusive of director,'a q-uifying shares) of a corpors-

2 tion organized under the laws of a contiguous foreign country

3 and maintained solely for the purpose of complying with the

4! laws of suoh country as. to title and operation of property,

A such $oreign corporation may, at the option of the domestic

6 corporation, be treated for the purpose of this title as a

7 domestic corporation.

81 (i) SUSPENSION OF RUNNING OF SITATUTH OF LIMI-

) TATION.-If a notice under section 272 (a) in respect of

10 a deficiency for any taxable year is mailed to a corporation,

I t the suspension, of the running of the statute of limitations,

12 provided in section 277,, shall apply in tie case of corpora-

13 tonson. with, which such corporation made a consolidated

14 return for suc taxable yer.

15 ; (j). ALW, ATION,,OF INCOME AND Dm~uoTioNs.-.."

16 For allocation of income and deductions of related trades or-

17 businesses, see section 45.

1 S. 4. FIDUCIARY RETURNS.

19 O (a)I WE9uiaM J oF UETuiRtx.--Every f#*iary

2Q: (except a receiver appointed by authority of law in posses-

21 sion of part only of the property of an individual) shall

22 make under oath a return for any of the following individuals,

23 estates,, or trusts for which he acts, stating specifically the

24, items of gross income thereof and the deductions and dreditj

25 allowed under this title--
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t(,1) 'Every individual having a net ineomelftw the

2, ' taxable year of $ 1,000 or over, if single, or if married

3i, #nd not living with husband or wife;

.4 (2) Every individual having a netincome for the

5t ' taxable year of- $2,400 or over, if married and living

4$ with husband or wife;

7 (3) Every individual having a gross income for

8 the taxable year of $5,000 or over, regardless of the

1) amount of his net income;

I 4 (4) Every estate or trust the net income of which

I F. ,for the taxable year is $1,009 or over;

12 (5) Every estate or trust the gross income of

I: which for the taxable year is $5,000 or over, regardless

14 of the amount of the net income; and

15 (6) Every estate or trust of which any beneficiary

1 6' is af nonresident alien,

17 (b) JOINT FwuomIms--Under such regulations as

18 the Commissioner with' the approval' of the Secretary may

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

20 ciaries and filed in the office of the collector of the district

21 'where such fiduciary resides shall be sufficient compliance

22 With the above'requirement. Such fiduciary shall make oath

23 (1) that he, has sufficient knowledge of the affairs of the

24' individual, estate, or trust for which the return is made, tW
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I enable him tO make tbe r1n, and (5 " that tl turn i

2 to the best of his knowledge and belief, true and correct.:

8. (e) LAW APPLICABLE TO IDUOAIME4.---Any fid&

4 oiary required to make a return under this-title shall bi

6 subject to all the provisions of law which apply to individuals.

6 BBC, 148. WITHOLDING OF TAX AT SOURCE.

7 (a) TAx4,IBEE OVENANT BoND.-

8 (1) RQUIRMBENT OF WITEHOLDIO.-In any

9 case where bonds, mortgages, or deeds of trust, or other;

10 similar obligations of a eeenF atiefa eentei corporation,

11 inued before January 1, 1934, contain a contract or

12 provision by which the obligor agrees to pay any poron

18 of the tax imposed by this title upon 'the obligee, or

14 to reimburse the oblige. for any portion of the tax, oi

15 to pay the interest without deduction for any tax which

16 the obligor may be required or permitted to pay thereon,

17 or to retain 'therefrom under any law of the United

16. States, the obligor shall deduct and withhold a tax

1 equal to 2 per centrnn of tho interest upon such bonds,'

20 mortgages, deeds of trust, or other obligations, whether

21 such interest is payable annually or at shorter or longe

22 periods, If payable to an individual, a partnership,

28 or a foreign corporation not engaged in trade or

24 'business within the United States and not having any

IL



1.1 , Of.ii, t plaoe fof.,b.uiu eroim:, ProvmidjiTbat W

2 -th, liability, aouned. by' abligor doas noV exceed

8 , ,2 per centum Qf the interest,, then LgQ dedction and

4; witholding haJl be at, thp following rates,:, (A), 8 per
5,.., tw 4, per ceamy fn.4th, cseof, nonres dent

6 alien: indvilul, 01,o~.aq, t f'I ,I :t. e11ggd in

7 trade or business within the UnitediStatqs And not hayr

8,:1 ing anu of~ce or place of. bu4inop ewFein and con,-

9 posed in whole or in part of jjpnreAi4 nt agiens, (B),

10 13* per centum in thq eas o f such a. foroig, corporal
1!,, ifion, and (C) per centqAiin the c,.se ,of other;

12. individuals, and pxuershipa:, Prr 4 i er, Th4
13, Y the, ownep of, sup oh!4gtios aqe , ppt,knQvn to the I

14, witlholdiu, agent ,the, CoAnfimione',4o.y uthoriz¢

1..... ,such dedation w' owitIh01'Ir .. o q the rato ,

16 2 per oentum, or, jf th ojali14 8~8umqO by ,te obligol

does not xqd per qc n oftl ptp~c4 then at~

18 the rate of 8 p.

19 (2) BFNErTT op B TS AA~T N''

20 ncoM,.-Such deduction adwithholding shall not b

21 required in the case of a citizen pr resident entitled to

22 receive .sUh interest if he .41es, with th7411wihholding

23 agent on or before Februry 1 a ,ig0 4 nPtiqA in writer ,

2, ing caing the, beo t, oft,,, ,edits , provided ii;

25 "d",. 2 ad -(4- section 25(b); nor in thq case
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.All . .. . tins prescribed , by the Conunissioner under

B setiet 24 8~cton214..

4 (3) INCOM OV0 )1o14O1 ANI.r OBLOI4 O.,--The

5, -.,,obligor shall not he allwe4 -.4eduetioafor the pay-

6,,, went 'of Ahe, t imposed by tJWs4itlo.r any other tax

7 paid.,pursuant to the tax4ree covenantiO isne, nor Shall

8 such tax be included in the gross inoome, zo ,the, obligee,

9, (b) NQIWRMIDBNT AmiBi.--All persons, in wha,

10. ever Papacity acting, including lesseos or inortgagors of real or

1 personal property, fiduciaries,: employers,,and, all officers and

12. ewployofs of- the United States, having -the control, receipt,

13, putody,, dispisol, q paynmezt of interest except t interest on

14 depsits.with 4 oprsons carrying, oil the baking businospaid

I .,% ,ron teigag d .in ,busiess. in, th United States, and
l , :,n lavipg.p0flic¢. o " .plae of ~businew therein), rent,

1 7 ,,~i~ es,,.wagg, premius,. annuities, qo np stiona, remuW'

18 nerations, emoluments, or other fixed or determinable annual

IQr puidica . i, profits, aii incoe 9! aopy. nonresident

20 alien individuals, or of any partnership not engaged in tradp

21 or, business within the United States and.not having any:.

22 office or place of business therein and composed in. whole or

23 in, part of nonresident pliens (other than income received

24 as dividends of the class allowed as a credit by sectio,

25 25 (a)) shall (except in the cases provided for in subsection
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1 (a) of this, section and except as otherwise provided in rega-

2 lations prescribed by the Commissioner under section 4

a 214) deduct and withhold from such annual or- periodical

4 gains, profits, and income a tax equal to $%" peetam 4 per

5 centum thereof: Provided, That the Commissioner may

6 authorize such tax to be deducted and withheld from the

7 interest upon any securities the owners of which are not

8 known to the withholding agent.

9. (C) RfTURN AND PAYMENT.-Every person required

10 to deduct and withhold any tax under this section shall

I t make return thereof on or before March 15 of each year and

12 shall on or before June 15, in lieu of the time prescribed in

18 section 56, pay the tax to the official of the United States

14 Government authorized to receive it. Every such person is

15 hereby made liable for such tax and is hereby indemnified

16 against the claims and demands of any person for the amount

17 of any payments made in accordance with the provisions

18 of this section.

19 (d) INoom or' RuonLT.-Income upon which

20 any tax is required to be withheld at the source, under

21 this section shall be included in the return of the recipient of

22 such income, but any amount of tax so withheld shall be

23 credited against the amount of income tax as computed in

24 such return.
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() TAX PAID BY ]Etnm1rNT.--4f any tax required

2 under this 'seetioti 14) b deducted and withheld is paid by

3 the recipient of the inoie, it shall not be re-collected from

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

5 paid shall any Ijcnalty be imposed upon or collected from

6 the recipient of the income or the withholding agent foO

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

8 fraudulent and for the purpose of evading payment,

9 (f) RE@PUNDS AND CIEDTS.-Wbiere there has been

10 an overpayment of tax under this section any refund or

11 credit made under the provisions of section 322 shall be made

12 to the withholding agent unless the amount of such tax wa~s

13 actually withheld by the withholding agent.

l i 4fh-4 fii9ff4 wioih*441the of~ suseii

!6 pito 6e " of t6 ,"efl et e o AA shlhe ah

17 MWB of 4,' ie, eemew a , pe ",'- ie o 64'

18 mw o fa prfd eeam m4 , pe eeatm ... e.v . inm

19- seeh subseeiieev.

20 SEC. 144. PAYMENT OF CORPORATION INCOME TAX AT'

21 SOURCE.

22 In the case of foreign corporations subject to taxatiui

28 under this title not engaged in trade or business within th'

24 United States and not having any office or place of business

25 therein, there shall be deducted and withheld at the source
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1 in the same manner and upon the same items of income as is

2 provided in section 143 a tax equal to 4 per eeni nm

. th .i* .pee f . p; a..' ee fe the

4 en*tm t o " aet enA to - per e entm teof ift

5~&- oepe fal a~ttf ineme mo~e afte~ the etaetmenm

6 of this Aet 13* per centum, and such tax shall be returned

7 and paid in the same manner and subject to the same condi-

8 tions as provided in that section: Provided, That in the case

9 of interest described in subsection (a) of that section (relat,

10 ing to tax-free covenant bonds) the deduction-and withhold-

11 hig shall be at the rate specified in such subsection.

12 SEC. 145. PENALTIES.

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

14 tax, or required by law or regulations made under authority

15 thereof to make a return, keep any records, or supply, any

16 information, for the purposes of the computation, assessment,

17 or collection of any tax imposed by this title, who willfully

18 fails to pay such tax, make such return, keep such records,

19 or supply such information, at the time or times required by

20 law or regulations, shall, in addition, to other penalties pro-

21 vided by law, be guilty of a misdemeanor and, upon convic-

22 tion thereof, be fined not more than $10,000, or imprisoned

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

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

2 account for, and pay over any tax imposed by this title, who

3 willfully fails to collect or truthfully account for and pay over

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

5 ner to evade or defeat any tax imposed by this title or the

6 payment thereof, shall, in addition to other penalties pro-

7 vided by law, be guilty of a felony and, upon conviction

8 thereof, be fined not 'more than $10,000, or imprisoned for

9 not more than five years, or both, together with the costs of

10 prosecution.

11 (c) The term "person " as used in this section includes

12 an officer or employee of a corporation or a member or

13 employee of a partnership, who as such officer, employee, or

14 member is under a duty to perform the act in respect of

15 which the violation occurs.

16 sBEC 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR.

17 (a) TAx iN JEOPARY.-If the Commissioner finds

18 that a taxpayer designs quickly to depart from the United

19 States or to remove his property therefrom, or to conceal

20 himself or his property therein, or to do any other act tend-

21 ing to prejudice or to render wholly or partly ineffectual

22 proceedings to collect the tax for the taxable year then last

23, past or the taxable year then current unless such proceedings

24 be brought without delay, the Commissioner shall declare

25 the taxable period for such taxpayer immediately terminated
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t and shall cause notice of such finding and declaration tot be

2 given the taxpayer, together with a demand. for immediate

3 payment of the tax for the taxable period so declared termi-

4 nated and of the tax for the preceding taxable year or, so

5 much of such tax as is unpaid, whether or not the time

6 otherwise allowed by law for filing return and paying the

7 tax has expired; and such taxes shall thereupon become

s iunediately due and payable. I[n any proceeding in court

9 brought to enforce payment of taxes made due and payable

10 by virtue of the provisions of this section the finding of the

I I Commissioner, made as herein provided, whether made after

12 notice to the taxpayer or not, shall be for all purposes

13 preswuptive evidence of the taxpayer's design.

14 (b) SEBURITY FOR PAYMENT.-A taxpayer who is

I,5 not in default in making any return or paying income, war-

16 profits, or excess-profits tax under any Act of Congress may

17 furnish to the United States, under regulations to be pro-

18 scribed by the Commissioner, with the approval of the

19 Secretary, security approved by the Commissioner that he

20 will duly make the return next thereafter required to be

21 filed and pay the tax next thereafter required to be paid.

22 The Commissioner may approve and accept in like manner

23 security for return and payment of taxes made due and

24 payable by virtue of the provisions of this section, provided

25 the taxpayer has paid in full all other income, war-profita,
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1 or exces-profits taxes due from him under any" Act of

2 Congress.

B (C) SAMIO-EXAMPTION FROM, SnoION.-If seOur-

4 ity jis approved and accepted pursuant to the provisions

.5 of this section and such further or other security with respect

6 to the tax or taxes covered thereby is given; as the Corn-

7 missioner shall from time to time find necessary and require,

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

9 ceedings under the provisions of this section prior to the

10 expiration of the time otherwise allowed for paying suob

I I respective taxes.

12 (d) CIT1zNS.-In the case of a citizen of the United

13 States or of a possession of the United States about to depat

14 from the United States the Commissioner may, at his discre-

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

16 taxpayer by this section.

17 (e) DEPARTURE OF ALIV.--No alien shall depart

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

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

20 with all the obligations imposed upon him by the income,

21 war-profits, and excess-profits tax laws.

22 (f) ADDITION TO TAx.-If a taxpayer violates or

23 attempts to violate this section there shall, in addition to all

24 other penalties, be- added as part of: the txz 25 per. centam

MY i.f>t~t total amount of, the tax or deficiency in the tat
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1, together with interest. at the rate of I. per, centum a mouth

2 from the time the tax became due.

8 SXC. 1476 MNFORM4ATONAT SOURCE.:

4 (a) PAYMmT o $1,000o Mou.-All pers'onsi in

5 whatever capacityjacting, including lessees or mortgagor. of

60 real or personal property, fiduciaies, and employers, -making

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

8 premiums, nnuities, compensations, remunerations,, emolu-

9 ments, or other fixed or determinable gains, profits, and

10 income (other than payments described in section 148 (a)

11 or 149), of $1,000 or more in any taxable year, or,

12 in the case- of such payments made by the United

18 States, -the officers or employees of the United States having

14 information as to such payments and required, to make

15 returns in. regard thereto by the regulations hereinafter

16 provided for, shall render a true and accurate return to the

17 Commissioner, under such regulations, nd in such form

18 and manner and to such extent m may-be prescribed by

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

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

21 and address of the recipient of such payment..:
2. -. (b)., RSUJ~8 i{EGUUDL&_ss OP'l AMOUNT OF PA-

28 vwT.-S-uch returns may be required, regadless of

24 ampupts. (1) in- the case of payments of interest upon bonds,

251 .ortgaKs, deeds of trust, or other, similar obligations f oop.



I . portions, and (2) in the case of collections of items, (npt

2 payable in the United States) of interest upon the bonds. f

8 foreign countries and interest upon the bonds of and divi-

4 dends from foreign corporations by persons undertaking as a

5 matter of business or for profit the collection of foreign pay-

6 inents of such interest or dividends by means of coupons,

7 checks, or bills of exchange.

8 (C) RECIPIENT TO FURNISH NAME AND ADDRESS.-

9 When necessary to make effective the provisions of this

10 section the name and address of the recipient of income

11 shall be furnished upon demand of the person paying the

12 income.

13 (d) OBLIGATIONS OF UNITED STATES.---The pro,

14 visions of this section shall not apply to the payment of

15 interest on obligations of the United States.

16 SEC. 148. INFORMATION BY CORPORATIONS.

17 (a) DIVIDEND PAYMENTS.-Every corporation sub-

18 ject to the tax imposed by this title shall, when required

19 by the Commissioner, render a correct return, duly verified

20 under oath, of its payments of dividends, stating the name

21 and address of each shareholder, the number of shares owned

22 by him, and the amount of dividends paid to him.

23 FQ, yi oii p ei : YI&&** * ii H 4I Bef *

24 DvDDIiThr h e iekded ini the Peti tR

25 there e i ofsae feetsa wi eB&We

J. 41951-10
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7 (b) PROFITS DECLARED AS DIVIDENS.--Every

8 corporation shall, when required by the CommiSsIner,

9 furnish him a statement of such facts as will enable him tc

10 determine the portion of the earnings or profits of the cor-

11 poration (including gains, profits, and income not taxed)

12 accumulated during such periods as the Commissioner may

13 specify, which have been distributed or ordered to be dis-

14 tributed, respectively, to iis shareholders during such taxable

15 years as the Commissioner may specify.

16 (c) ACCUMULATED GAiS ANm PBOlIS.-When

17 requested by the Commissionek, or any collector, every cor-

18 portion shall forward to -him a correct statement of accu-

19 mulated gains and profits and the names and addresses of the

20 individuals or shareholders who would be entitled to the

21 same 9if ided or d9ifibuted, and of the amounts that would

22 be payable to. each.

28 sEC. 149. RETURNS OF BROKERS.

24 Every person doing business as a broker shall, when

25 required by the Commisoner, render a correct return duly

26 verified under oath, under such rules and regulations as the
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1 Commissioner, with the approval of the Secretary, may

2 prescribe, showing the names of customers for whom such

8 person has transacted any business, with such details as to

4 the profits, losses, or other information which the Commis-

5 sioner may require, as to each of such customers, as will

6 enable the Commissioner to determine whether all income

7 tax due on profits or gains of such customers has been paid.

8 SEC. 150. COLLECTION OF FOREIGN ITEMS.

9 All persons undertaking as a matter of business or for

10 profit the collection of foreign payments of interest or divi-

11 dends by means of coupons, checks, or bills of exchange

12 shall obtain a license from the Commissioner and shall be

13 subject to such regulations enabling the Government to

14 obtain the information required under this title as the Com-

15 missioner, with the approval of the Secretary, shall prescribe;

16 and whoever knowingly undertakes to collect such payments

17 without having obtained a license therefor, or without com-

18 plying with such regulations, shall be guilty of a misde-

19 meanor and shall be fined not more than $5,000 or

20 imprisoned for not more than one year, or both.

21 Supplement E-Esq*t> and Trto ,.

22 SEC. 161. M OSITION OF TAX.

23 (a) APPLICATION OF TAx.-The taxes imposed by

24 this title upon individuals shall apply to the income of estates

25 or of any kind of property held in trust, including-
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(1)'Income accumulated in trust fot te benefit

2 of unborn or unascertained persons or persons with

3 contingent interests, and income accumulated or held

4 for future distribution tinder the terms of the will or

trust;

6 (2) Income which is to be distributed currently

7 by the fiduciary to the beneficiaries, and income col-

8 lected by a guardian of an infant which is to be held

9 or distributed as the bourt may direct;

10 (3) Income received by estates of deceased per-

11 sons during the period of administration or settlement

12 of the estate; and

13 (4) Income which, in the discretion of the fidu-

14. ciary, may be either distributed to the beneficiaries or

15 accumulated.

16 (b) COMPUTATION AND PAYMBNT.-The tax shall be

17 computed upon the net income of the estate or trust, and

18 shall be paid by the fiduciary, except as provided in section

19 166 (relating to revocable trusts) and section 167 (relat-

20 ing to income for benefit of the grantor). For return made

21 by bep4~iary, see seution 142.

22 SEC. 162. NET INCOME.

23 The net income of the estate or trust shall be computed

24, in the same manner and on the same basis as in the case of

25 an- individual, except that-
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A' (a) There shall be allowed' as a deduction' (in ' lieu l of

2 the deduction for charitable, etc., contributions authorized

3 by section 23e-)-(o)) any part of the gross income, without

4 limitation, which pursuant to the terms of the will or deed

5 creating the trust, is during the taxable year paid or per-

6 manently set aside for the purposes and in the manner speci-

7 fled in section 23*n*(o), or is to be used exclusively for

8 religious, charitable, scientific, literary, or educational pur-

9 poses, or for the prevention of cruelty to children or animals,

10 or for the establishment, acquisition, maintenance or opera-

11 tion of a public cemetery not operated for profit;

12 (b) There shall be allowed as an additional deduc-

1.3 tion in computing the net income of the estate or trust the

14 amount of the income of the estate or trust for its taxable

15 year which is to be distributed currently by the fiduciary

16 to the beneficiaries, and the amount of the income collected

17 by a guardian Of an infant which is to be held or distributed

18 as the court may direct, but the amount so allowed as a

19 deduction shall be included in computing the net income of

20 the beneficiaries whether distributed to them or not. Any

21 amount allowed as a deduction under this paragraph, sball not

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

20 in the same or any succeeding taxable year;

24 (o) In the; case of income received by. estates of

25 .,do.ed .pamm. during th. period of administrationn ;Or
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1 settlement of the estate, and in the case of income which,

21. in the discretion of the fiduciary, may be either distributed

8 to the beneficiary or accumulated, there shall be allowed

4 as an additional deduction in computing the net. income

5 of the estate or trust the amount of the income of the estate

6 or trust for its taxable year, which is properly paid or

7 credited during such year to any legatee, heir, or beneficiary,

8 but the amount so allowed as a deduction shall be included

9 in computing the net income of the legatee, heir, or bene-

10 ficiary.

11 SEC. 163. CREDITS AGAINST NET INCOME,

12 (a) CRMITS OF ESTATE OR TBuST.-For the purpose

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

14 allowed the same personal exemption as is allowed to a single

15 person under section , f) 25(b) (1), and, if no part of the

16 income of the estate or trust is included in computing the net

17 income of any legatee, heir, or beneficiary, then in addition

m the same credits against net income for dividends and interest

19 as are allowed by section 25 (a) mad-4b).

20 (b) C DiTs oP BENEFIOul4.-If any part of the

21 ine ilnvfan este br trust is included in computing the

22 net income of any legatee, heir, or beneficiary, such legatee,

28 heir, or beneficiary shall, for the purpose of the normal tax,

24 be allowed as credits against net income, in addition to

25 the credits allowed $9 bim under section 25, his propov



z tionate sJare of such amounts, of dividends and interest

2 specified in section 25 (a) anrd -(i as are, under this Sup-

3 plement, required to be included ii computing his net

4 income. Any rpmaining portion of such amounts specified

r5 in section 25 (a) aig,-(* shall, for the purpose of the

(I normal tax, be allowed as credits to the estate or trust.

7 BEC, 164. DIFFERENT TAXABLE YEARS.

s If the taxable year of a beneficiary is different from

1.) that of the estate or trust, the amount which he iq required,

10 under section 162 (b), to include in computing his net

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

12 trust for any taxable year of the estate or trust (whether

13 beginning on, before, or after January 1, 1934) ending

14 within his taxable year.

t5 SEC. 160. EMPLOYEES' TRUSTS.

16 A trust created by an employer as a part of a stock

17 bonus, pension, or profit-sharing plan for the exclusive

18 benefit of some or all of his employees, to which contribu-

19 tions axe made by such employer, or employees, or both, for

20 the purpose of distributing to inch employees the earnings

21 and principal of the fund accurpglg Od.by thqpi, i#ccord-

22 ajuce with such plan, shall not be taxable under section 161,

23. but the amount actually 6itributed or made. available to

2.4 any, distributee shall be taxable to him in the year in which

5 so diibil..orW wmb pvAit.bl to the extent that it exceeA
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1 the amounts paid in by him. Such distributees shall for

"2 the' purpse of the normal tax be allowed as credits against

8 net income such part of the amount so distributed or made

4 available as represents the items of dividends and interest

5 specified in section 25(a) &Rd -d4-.

6 SEC. 166 REVOCABLE TRUSTS.

7 Where at any time during the taxable year the power

8 to revest in the grantor title to any, part of the corpus of

9 the trust is vested--

10 (1) in the grantor, either alone or in conjunction

11 with any person not having a substantial adverse

12 interest in the disposition of such part of the corpus or

13 the income therefrom, or

14 (2) in any person not having a substantial

15 adverse interest in the disposition of such part of the

16 corpus or the income'therefrom,

17 then the income of such part of the. trust for such taxable

18 year shall be included in computing the net income of the

19 grantor.

20 SEC. 167. INCOME FOR BENEFIT OF GRANTOR.

21 ,. (a), Where a.y, part of the income of a trust.-

22 (1) is, or in the discretion of the grantor or of

28 any person not having a substantial adverse interest in

24 the disposition of such part of the income may be, held

25 or accumulated for future distribution to the grantor; or
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1 (2) may, in the discretiodi of the grantor or of

2 any person not having a substantial adverse interest in

3 the disposition of such Fart of the income, be distributed

4 to the grantor; or

5 (3) is, or in the discretion of the grantor or of

6 any person not having a substantial adverse interest in

7 the disposition of such part of the income may be,

8 applied to the payment of premiums upon policies of

9 insurance on the life of the grantor (except policies of

10 insurance irrevocably payable for the purposes and in

11 the manner specified in section 23 -* (o), relating to

12 the so-called "charitable contribution" deduction) ;

13 then such part of the income of the trust shall be included

14 in computing the net income of the grantor.

15 (b) As used in this section, the term "in the discre-

16 tion of the grantor" means "in the discretion of the grantor,

17 either alone or in conjunction with any person not having

18 a substantial adverse interest in the disposition of the part

19 of the income in question ".

20 BBC lae, C-AIT NW GAJN AD LOME&
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7 BBC. M 16. TAXES OF FOREIGN COUNTRIES AND POSSE&

8 SIONS OF UNITED STATES

9 The amount of income, war-profits, and excewprofit

10 taxes imposed by foreign countries or possessions of the

11 United States shall be allowed as credit against the tax of the

12 beneficiary of an estate or trust to the extent provided in

18 section 131.

14 Supplement F-Partnerships

15 SEC. 181. PARTNERSHIP NOT TAXABLE.

16 Individuals carrying on business in partnership shall be

17 liable for income tax only in their individual capacity.

18 SEC. 182. TAX OF PARTNER&

19 im i A i .-There shall be included in cor-

20 puting the net income of each partner his distributive share,

21 whether distributed w not, of the net income of the partner-

22 ship for the taxable year. U the IAmwb" yew e p e

24 hep6 a upetaekieof &e

26- fflayS O* e
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9 SEC. 18L COMPUTATION OF PARTNERSHIP INCOME.

10 The net income of the partnership shall be computed

11 in the same manner and on the same basis as in the inse

12 of an idividuar Ot the so-CAW e4i r o v a tt e eon

13 i !'o A as ae4 it eeetdthn prtrshAl p.

14 he 66Wed

15 SEC. 18. CRESDI AGAINST NET INCOME.

16 The partner shall, for the purpose of the noremi tax,

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

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

19 tionate share of such amounts (nut in ecm of Mhe net in-

20 x'm of the partnership) of dividends and interest specified

21 in. section 2b (B) w4i *4~ as tire received by the partnership.

22 SEC. 18L. EARNED INCOME.

23 In the caue of dhe inmabers of a painership the proper

24 part of each share of the net income wbich consists of

25 earned income shall be determined under rules and regula-
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1 tions to be prescribed by the Commissioner with the approval

2 of the Secretary and shall be separately shown in the return

3 of the partnership h# be f to the ember os
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16 SEC. M8 1. TAXES OF FOREIGN COUNTRIES AND POSSES-

17 SIONS OF UNITED STATES.

is The amount of income, war-profits, and excess-profils

19 taxes imposed by foreign countries or possessions of the

20 United States shall be allowed as a credit against the tax

21 of the member of a partnership# to ithe extent provided in

22 section 131.

23 SEC. 488 J8?. PARTNERSHIP RETURNS.

24 Every partnership shall make a return for each taxable

25 year, stating specifically the items of its gross income and
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1 the deductions allowed by this title, and shall include in the

2 return the names and address of the individuals who would

3 be entitled to shA'e in th,, net income if distributed and the

4 amount of the distributive share of each individual The

5 return shh be swom w by any one of the partner.

6 MC. IS. DIFFERENT YEARS OF PARTNER AND

7 AWRNEaSHII.

8 (a) GENEuL RuL..--If the taxable year of a

9 partner is different from that of the partnership, the distribu-

10 tive sAare of the net inme of dte partnership to be included

11 in computing the net income of the partner for his taxable

12 year &hal be basd upon t net income of the partnership

18 for any taxable year of the partnership (whether beginning

14 on, before, or after January 1, 1934) ending within the

15 taxable year of the partner.

16 (b) PARTNmEaip YjiA BoEGINNING IN 1933.-

17 For Ge purpose of computing th ne income of a partner

18 for a taxable year beginning after December 31, 1933, the

19 partnersip net income for any taxable year of the partner-

20 ship bvinning before January 1, 1934, shall be computed

21 der W Revemw Act of 1932, wihu regard to sections

22 101 and 186 itereof ratingg to capital net gain and capital

28 net los) but as f action 117 of this Act (except ubsection

24 (d) thereof) had formed a part of TitleIof LisReenue

26 Adt of 1932.
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I Supplment G--Insuran Compies

2 SEC. ML TAX ON LIF INSURANCE COMPANIES.

8 (a) D mINTIo.-When used in this title the term

4 "life insurance company" means an insurance company

5 fulfillment of such contracts comprise more than 50 per

6. engaged in the business of issuing life insurance and annuity

7 contracts (including contracts of combined life, health, and

8 accident insurance), the reserve funds of which held for the

9 centum of its total reserve funds.

10 (b) RATE OP TAx.-In lieu of the tax imposed by*

11 section 13, there shall be levied, collected, and paid for each

12 taxable year upon the net income of every life insurance

13 company a tax as follows:

14 (1) In the case of a domestic lifeinsunce

15 company, 13* per centum of its net income;

16 (2) In the case of a foreign lifeinsurance

17 company, 13j per centum of its net income from

18 sources within the United States.

19 (For addition to rate in came of onsolidated retrna, we

20 action 141.)
21 SEC. 32. GROSS INCOME OF LIFI INSURANR CltOMPANIES.

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

23 "gross income" means the gross amount of income received

24 during the taxable year from interest, dividends, and rents.
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1 (b) The term "reserve funds required by la';"

2 includes, in the case of assessment insurance, sums actually

3 deposited by any company or association with State or Ter-

4 ritorial officers pursuant to law as guaranty or reserve fund,

5 and any funds maintained under the charter or articles of

6 incorporation of the company or association exclusively for

7 the payment of claims arising under certificates of member-

8 ship or policies issued upon the assessment plan and not

9 subject to any other use.

-10 SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.

11 (a) GENERAL RULE.-In the case of a life insurance

12 company the term "net income" means the gross income

13 less--

14 (1) TAX-FREE INTERET.-The amount of inter-

15 est received during the taxable year which under section

16 W11-- i ecemp 22(b)(4) is eampt to a corporation

17 from the taxes imposed by this tide;

18 (2) RtERVEu FuNDS.--An amount equal to 4

19 per centum of the mean of the reserve funds required by

20 law and held at the beginning and end of the taxable

21 year, except that in the case of any such reserve fund

22 which is computed at a lower interest assumption rate,

23 the rate of 31 per centum shall be substituted for 4 per

24 centum. lif, insurance companies issuing policies cov-

25 ering life, health, and accident insurance combined in
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1 one policy issued on the weekly premium payment plan,

2 continuing for life and not subject to cancellation, shall

8 be allowed, in addition to the above, a deduction of 3-

4 per centum of the mean of such reserve funds (not

5 "required by law) held at the beginning and end of the

6 taxable year, as the Commissioner finds to be necessary

7 for the protection of tie holders of such policies only;

8 (3) DivDRNi.-The amount received as divi-

9 dends -(- from a domestic corporation which is

10 subject to taxation under this title, other than a corpora-

11 tion entitled to the benefits of section 251, and other

12 than a corporation organized under the China Trade

18 Act, 1922ee 4( fm smy feieiee WhM
14 4t io show e k 46 mkbetioeR of 6e Gen. *-" .:cr•

15 thm more 4p eeg60V" eentum o & fe f

18 M*ehl eIpem4 'for the hMAtee p;e

1e..g w4h the t b eya s s-ra ole ydiided (other the

18, e~lo ofe eh diided4ff ffsiiehpr f awh~

19 Me44a h eeg eerpemalien he. beet in emiistete)

20 woo deiyied freta sewaees within &h Uted Slow@ as

21 d~m tdoeet4;

22 (4) REBJIJW FOR DIVIDND.-An amount

23 equal to 2 per centum, of any sums held at the end, of

24 the taxable year as a reserve for dividends (other than

25 dividends payable during the year following the taxable

J. 41951-11



1 year) the payment of which Is deferred for a period

2 of not less than five years from the date of the policy

8 contract;

4 (5) IN TMMT EP u8.--vestmeut ex-

5 penses paid during the taxable year: Provded, That

6 if any general expenses are in part assigned to or

7 included in the investment expenses, the total deduo-

8 tion under this paragraph shall not exceed one-fourth

9 of I per centum of the book value of the mean of the

10 invested assets held at the beginning and end of the

11 taxable year;

12 (6) RAL zaTATB Bxmm.-Taxes and other

18 expenses paid during the taxable year exclusively upon

14 or with respect to the real estate owned by the com-

15 pany, not including taxes amed against local Denw-

16 fits of a kind tending to increase the value of the prop-

17 erty assesd, and not including any amount paid out

18 for new buildings, or for permanent improvements or -

19 betterments made to increase the value of any property.

20 The deduction owed by this paragraph shall be

21 allowed in the case of taxes imposed upon a shareholder

22 of a wmapany upon his interest as shaeholder, which.

28 are paid by the company without reimbursement from

24 the shareholder, but in such cues no deduction shall be

25 allowed the shareholder for the amount of such taxes;.
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1 (7) Dm SoL O.-A reasalle allowance,

2 at povid in action 23(l), for the exau0ton, wear

8 and tear of property, including a reasonable allowance

4 for obsolescence; and

5 (8) INTmMr.-All interest paid or seemed

6 within the taxable year on its indebtedness, except on

7 indebtedness incurred or continued to purchase or carry,

8 or the proceeds of which were used to purchase or carry,

9 obligations e seemiie (other than obligations of the

10 United States issued after September 24, 1917, and

11 originally subscribed for by the taxpayer) the interest

12 upon which is wholly exempt from taxation under ts

13 title.

14 (b) RENTAL VALUE OF RAL E ATB.-The deduo-

15 tion under subsection (a) (6) or (7) of this section on

16 account of any real estate owned and occupied in whole or

17 in part by a life insurance company, shal be limited to an

18 amount which bears the same ratio to such deduction (com-

19 puted without regard to this subsection) as the rental value

20 of the space not so occupied bears to the rental value of the

21 entire property. .- I., 0/,1, , i.'

22 (0) Jo=WoGN I INBUNANCB COMPANY -In the

23 case of a foreign life insurance company the amount of its

24 net income for any taxable year from sources within the

25 United States shall be the same proportion of its net income
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for the taxable year 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

trans.cted within the 'nited States is of the reserve funds

held by it at the end of the taxable year upon all business

transacted.

SEC. 304. INSURANCE COMPANIES OTHER THAN LIFE OR

MUTUAL

(a) IMOWTION OF TAx.-In lieu of the tax imposed

by section 13 of this title, there shall be levied, collected,

and piid for each taxable year upon the net income of every

insurance company (other than a life or mutual instranoe

company) a tax as follows:

(1) In the case of such a domestic insurance com-

pany, 13* per centum of its net income;

(2) In the case of such a foreign insurance com-

pany, 131 per centum of its net income from sources
within the United States.

(For addition to rate in cv. of consolidated rettuin,

see section 141.)

(b) DFINIITI k OF INcoIx, E .- In the caue of an

insurance company subject to the tax imposed by this

section-

(1) GWoW INOOML---" Gross income" means

the sum of (A) the combined gross amount earned
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during the taxable year, from investment income and.

2 from underwriting income as provided in this subsection,

3 computed on the basis of the underwriting and invest-

4 iMent exhibit of the annual statement approved by the

5 National Convention of Insurance Commissioners, and

6 (B) gain during the taxable year from the se or other

7 disposition of property, and (C) all other items

8 constituting gross income under section 22;

9 (2) NET INco .- " Net income" means the

10 gross income as defined in paragraph (1) of this sub-

11 section less the deductions allowed by so'bsection (c) of

12 this section;

13 (3) INVESTMENT INCOME.--" Investment in-

14 colie" means the gross amount of income earned

15 during the taxable year from interest, dividends, and

16 rents, computed as follows:

17 To all interest dividends and rents received dur-

18 ing the taxable year, add interest, dividends, and rents

19 due and accrued at the end of the taxable year, and

20 deduct all interest, dividends and rents due and accrued

21 at the end of the preceding tablee year;

22 (4) UNDBRWRITING INOOM.-" Underwriting

23 income "means the premiums earned on insurance con-

24 tracts during the taxable year less losses incurred and

"5 expenses incurred;
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I (5) PEMruM maNED.-" Premiums earned

2 on insurance contracts during the taxable year" means

an amount computed as follows:

4 From the amount of gross premiums written on

5 insurance contracts during the taxable year, deduct

6 return premiums and premiums paid for reinsurance.

7 To the result so obtained add unearned premiums on

-8 outstanding business at the end of the preceding taxable

91 year and deduct unearned premiums on outstanding

10 business at the end of the taxable year;

I I (6) Is inouas IN.U.-" Losses incurred"

12 means losses incurred during the taxable year on insur-

1: anee contracts, computed as follows:

14 To losses paid during the taxable year, add sal-

15 vage and reinsurance recoverable outstanding at the

16 end of the preceding taxable year, and deduct salvage

17 and reinsurance recoverable outstanding at the end

18 of the taxable year. To the result so obtained add

19 all unpaid losses outstanding at the end of the taxable

20 year and deduct unpaid losses outstanding at the end

21 of the preceding taxable year;

22 (7) ExPm E msIn R.--" Expenses incurred"

23 means all expenses shown on the annual statement

24 approved by the National Convention of Inurane

5 (o i on a sl be compute as foowv;
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1 To all expenses paid during the taxable year add

2 expenses unpaid at the end of the taxable year and

3 deduct expenses unpaid at the end of the preceding

4 taxable year. For the purpose of computing the net

5 income subject to the tax imposed by this section there

6 shall be deducted from expenses incurred as defined

7 in this paragraph all expenses incurred which are not

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

9 (c) D)Duonona ALLW.w .-.--I computing the net

10 income of an insurance company subject to the tax imposed

11 by this section there shall be allowed as deductions:

12 (1) All ordinary and necessary expenses

13 incurred, as provided in section 28 (a) ;

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

15 (3) Taxes as provided in section 23(c);

16 (4) Losses incurred as defined in subsection

17 (b) (6) of this setion;

18 (5) L Sujet to the limon contained in

19 scion 117(d), losses sustained during the taxable year

20 from the sale or other disposition of property;

21 (6) Bad debts in the; nature of aq0n!Y balances

22 and bills receivable ascertained to be worthless and

23 charged off within the taxable year;

24 (7) The amount received as d-idends from cor-

25 rationss fis provided in section 23 (p);
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1 (8) The amount of interest earned during the

2 taxable year which under section 22 (b) (4) is exempt

3 to a corporation from the taxes imposed by this

4 titl Aw4 fWe a.*it of interest allowed 80 a efrcit

5 Iee seetin f26;

6 (9) A reasonable allowance for the exhaustion,

7 wear and tear of property, as )rovided in section

8 2344k)(l).

9 (d) DEDUCTIONS oF FOREIuN (JPORATIONS.-In

10 the case of a foreign corporation the deductions allowed in

11 this section shall be allowed to the extent provided in

12 Supplement I.

13 (e) )OUBLE 1)EDUCTIONs.-Nothing in this section

14 .hall be construed to permit the saine item to be twice

15 deducted.

16 SEC. 206 205. TAXES OF FOREIGN COUNTRIES AND POSSES-

17 SIONS OF UNITED STATES.

18 The amount of income, war-profits, and excess-profits

19 taxes imposed by foreign countries or possessions of the

20 United States shall be allowed as a credit against the tax of

21 a dolnestic insurance company subject to the tax imposed by

22 section 201 or 204, to the extent provided in the case of a

23 domestic corporation in section 131, and in such cases "net

24 income " as used in that section means the net income as

25 defined in this Supplement.
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1 SEC. 2 206. COMPUTATION OF GROSS INCOME.

2 The gross income of insurance companies subject to the

3 tax imposed by section 201 or 204 shall not be deternihied

4 in the manner provided in section 119.

5 SEC. M 207. MUTUAL INSURANCE COMPANIES OTHER

6 THAN LIFE.

7 (a) APPLICATION OF TITL.-Miiual ilistiraikVe

8 companies, other than life insurance conupalucs, shall be

9 taxable in the same manner as other corporations, except as

10 hereinafter provided in this section.

11 (b) Gross IBcoMI;.-Mutual IImarile-insuralnce cont.

12 panics shall include in gross income the gross premiums

13 collected and received by them less amounts paid for

14 reinsiUraic.

15 (c) DEDl' 'TIo)NS.-Ln addition to the deducti,,s

16 allowed to corporations by section 23 the following deduc-

17 tions to insurance companies shall also be allowed, uuiless

18 otherwise allowed-

19 (1) MUTUAL INSURANCE COMPANIES OTHER

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

21 dance companies other than life insurance companies-

22 (A) the net addition required by law to be

23 made within the taxable year to reserve funds

24 (including in the case of assessment insurance
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1 companies the actual deposit of sums with State

2 or Territorial officers pursuant to law as additions

to guarantee or reserve funds) ; and

4 (B) the sums other than dividends paid

within the taxable year on policy and annuity

contracts.

7 (2) MUTUAL MARIN INS8URA1 o COX-

PANim.-In the case of mutual marine insurance com-

9 panics, in addition to the deductions allowed in para-

10 graph (1) of this subsection, unless otherwise allowed,

II amounts repaid to policyholders on account of pre-

12 miums previously paid by them, and interest paid upon

13 such amounts between the ascertainment and the

14 payment thereof;

15 (3) MUTUAL INSURANCE COMPANIES OTHER

16 THAN LIFE AND MAMNE.-In the case of mutual insur-

17 ance companies (including interinsurers and reciprocal

18 underwriters, but not including mutual life or mutual

19 marine insurance companies) requiring their members

20 to make premium deposits to provide for losses and

21 expeaes, the amount of premium deposits returned to

22 their policyholders and the amount of premium deposits

23 retained for the payment of losses, expenses, and

24 reinsurance reserves,
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1 SIC. 3M 211. GROSS INCOM.

2 (a) GENIMAL RULE.-In the case of a nonresident

8 alien individual gross income includes only the gross income

4 fromn sources within the United States.

5 (b) SiPS UNDER FoREmN FLAG.-The income of a

6 nonresident alien individual which consists exclusively of

7 earnings derived from the operation of a ship or ships docu-

8 mented under the laws of a foreign country which grants an

9 equivalent exemption to citizens of the United States and to

10 corporations organized in the United States, shall not be

11 included in gross incomic and shall be exempt from taxation

12 under this title.

13 SEC. 4 212. DEDUCTIONS.

14 (a) GENEIIIL RuiF.-In the case of a nonresident

15 alien individual the deductions shall be allowed only if and to

16 the extent that they are connected with income from sources

17 within the United States; and the proper apportionment and

18 allocation of the deductions with respect to sources of income

19 within and without the United States shall be determined as

20 lprovided in section 119, under rules and regulations pre-

21 scribed by the Commissioner with the approval of the

22 Secretary.

23 (b) LmIw.-

24 (1) The deduction, for losses not connected with

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

2 allowed whether or not connected with income from

3 sources within the United States, but only if the profit,

4 if such transaction had resulted in a profit, would be

5 taxable wider this title.

6 (2) The deduction for losses of property not con-

7 netted with the trade or business if arising from certain

8 casualties or theft, allowed by section 23 (e) (3), shall

9 be allowed whether or not connected with income from

10 sources within the United States, but only if the loss

1 t is of property within the United States.

12 (c) CHARITABLE, ETC., CoNmI~uTIo s.-The so-

13 called "charitable contribution" deduction allowed by

14 section 23-++(o) shall be allowed whether or not connected

15 with income from sources within the United States, but only

16 as to contributions or gifts made to domestic corporations,

17 or to conanunity chests, funds, or foundations, created in the

18 United States, or to the vocational rehabilitation fund.

19 SEC. M14 213. CREDITS AGAINST NET INCOME.

20 In the case of a nonresident alien individual the

21 personal exemption allowed by section f 25(b) (1) of

22 this title shall be only $1,000. The credit for dependents

23 allowed by section $ 25(b) (2) shall not be allowed

24 in the case of a nonresident alien individual unless he is a

25 resident of a contiguous country.
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1 SEC. M&5 214. ALLOWANCE OF DEDUCTIONS AND CREDITS.

2 (a) RETUiR To CONTAIN INFmm ToN.-A non-

8 resident alien individual shall receive the benefit of the

4 deductions and credits allowed to him in this title only by

5 filing or causing to be filed with the collector a true and

6 accurate return of his total income received from all sources

7 in the United States, in the manner prescribed in this title;

8 including therein all the information which the Commis-

9 sioner may deem necessary for the calculation of such

10 deductions and credits.

11 (b) TAx WITIMELD AT SouRc.-The benefit of the

12 personal exemption and credit for dependents, at4 of the

13 tedueed *Ate of ta* ..... : et' in seeti -(o, may, in

14 the discretion of the Conniissioner and under regulations

15 prescribed by him with the approval of the Secretary, bo

16 received by a nonresident alien individual entitled thereto,

17 by filing a claim therefor with the withholding agent.

18 SEC. 2M 215. CREDITS AGAINST TAX.

19 A. nonresident alien individual shall not be allowed the

20 credits against the tax for taxes of foreign countries and

21 possessions of the United States allowed by section 131.

22 SEC. M; 216. RETURNS.

23 In the case of a nonresident alien individual the return,

24 in lieu of the time prescribed in section 53 (a) (1), shall

25 be inade on or before the fifteenth day of the sixth month
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1 following the close of the fiscal year, or, if the return is

2 made on the basis of the calendar year, then on or before

8 the fifteenth day of June.

4 SZC. 217. PAYMENT OF TAX.

5 (a) TIME OF PAYMNT.-IIn the case of a nonresident

6 alien Individual the total amount of tax imposed by this

7 title shall be paid, in lieu of the time prescribed in section

8 56 (a), on the fifteenth day of June following the close of

9 the calendar year, or, if the return should be made on

10 the basis of a fiscal year, then on the fifteenth day of the

11 sixth month following the close of the fiscal year.

12 (b) WITuIOLDINO AT SOURCE.-For withholding at

13 source of tax on income of nonresident aliens, see section

14 143.

15 Supplement I-Foreign Corporations

16 SEC. 231. GROSS INCOME.

17 (a) GEARA. Rumo.-In the case of a foreign cor-

18 poration gross income includes only the gross income from

19 sources within the United States.

20 (b) SMIPS UNDER FOnEIGN FLAG.-The income of a

21 foreign corporation, which consists exclusively of earnings

22 derived from the operation of a ship or ships documented

23 under the laws of a foreign country which grants an equiva-

24 lent exemptio., to citizens of the United States and to cor-

25 porations organized in the United States, shall not be
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1 included in gross income and shall be exempt from taxation

2 under this title.

3 SEC. 232. DEDUCTIONS.

4 In the case of a foreign corporation the deductions shall

5 be allowed only if and to the extent that they are connected

6 with income from sources within the United States; and the

7 proper apportionment and allocation of the deductions with

8 respect to sources within and without the United States shall

9 be determined as provided in section 119, under rules and

10 regulations prescribed by the Conmniissioner with the approval

11 of the Secretary.

12 SEC. 233. ALLOWANCE OF DEDUCTIONS AND CREDITS.

13 A foreign corporation shall receive the benefit of the

14 deductions and credits allowed to it in this title only by

15 filing or causing to be filed with the collector a true and

16 accurate return of its total income received from all sources

17 in the United States, in the manner prescribed in this title;

18 including therein all the information which the Commis-

19 sioner may deem necessary for the calculation of such deduc-

20 tions and credits.

21 Sie. 2M. CLtEDI'S AGAINST TAX.

22 Foreign corporations shall not be allowed the credits

23 against the tax for taxes of foreign countries and possessions

24 of the United States allowed by section 131.
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1 SEC. 235. RE &S.

2 In the case of a foreign corporation not having any

3 office or place of business in the United States the return,

4 in lieu of the time prescribed in section 53 (a) (1), sLall be

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

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

7 on the basis of the calendar year then on or before the

8 fifteenth day of June. If any foreign corporation has no

9 office or place of business in the United States but has an

10 agent in the United States, the return shall be made by the

11 agent.

12 SEC. 236. PAYMENT OF TAX.

13 (a) TIMB OF PAYMENT.-In thO ease of a foreign

14 corporation not having any office or place of business in the

15 United States the total amount of tax imposed by this title

16 shall be paid, in lieu of the time prescribed in section 56 (a),

17 on the fifteenth day of June following the close of the

18 calendar year, or, if the return should be made on the basis

19 of a fical year, then on the fifteenth day of the sixth month

20 following the close of the fiscal year.

21 (b) WITHHOLDINO AT Souiu.-For withholding at

22 source of tax on income of foreign coporations, see

28 section 143,

J. 41951- 12
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I SEC. 237. FOREIGN INSURANCE COMPANIES.

For special proviioUs relating to foreign insurance

3 companies, see Supplement 6.

4 SEC. 238 AFFILIATION.

5 A foreign corporation shall not be deemed to be

affiliated with any other corpocation within the meaning

7 of section 141.

8 Supplement J-Possessions of the United States

9 SEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS

10 OF UNITED STATES.

11 (a) GENERAL RULE.-In the case of citizens of the

12 United States or domestic corporations, satisfying the follow-

13 ing conditions, gross income means only gross income from

14 sources within the United States-

15 (1) If 80 per centum or more of the gross income

16 of such citizen or domestic corporation (computed with-

17 out the benefit of this section), for the three-year period

18, immediately precedhig the close of the taxable year

19. (or for such part of such period immediately precedhig

20 the close of such taxable year as may be applicable)

21 was derived from sources within a possession of the

22 United States; and

23 (2) If, in the case of such corporation, 50 per

24 centum or more of its gross income (computed without
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1' the benefit of this section) for such period or such part

2 thereof was derived from the active conduct of a trade

3 or business within a possession of the United States; or

4 (8) If, in case of such citizen, 50 per centun or

5 more of his gross income (computed without the bene-

6 fit of this section) for such period or such part thereof

7 was derived from the active conduct of a trade or busi-

8 ness within a possession of the United States either on

9 his own account or as an employee or agent of another.

10 (b) AMOUNTS RECEIVED IN UNITFM STATM.-Not-

11 withstanding the provisions of subsection (a) there shall be

12 included in gross income all amounts received by such citi-

13 zens or corporations within the United States, whether de-

14 rived from sources within or without the United States.

15 (c) DEIq.ITIO.-As used in this section the term

16 "possession of the United States" does not include the

17 Virgi Islands of the United States.

18 (d) DEDUCTIONS.-

19 (1) Citizens of the United States entitled to the

20 benefits of this section shall have the same deductions

21 as are allowed by Supplement H in the case of a

22 nonresident alien individual.

23 (2) Domestic corporations entitled to the benefits

24 of this section shall have the same deductions as are
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1 allowed by Supplement I in the case of a foreign

2 oor ation.

3 (e) CR DITs AGAINsT NET INcom.-A citizen of

4 the United States entitled to the benefits of this section shall

.5 be allowed a personal exemption of only $1,000 and shall

6 not be allowed the credit for dependents provided in section

7 26~{) 2(b) (2).

8 (f) ALLOWANCE OF DEDUCTIONS AD CREDTS.-

9 Citizens of the United States and domestic corporations

10 entitled to the benefits of this section shall receive the benefit

11 of the deductions and credits allowed to them in this title

12 only by filing or causing to be fl!ad with the collector a true

13 and accurate return of their total income received from all

14 sources in the United States, in the manner prescribed in

15 this title; including therein all the information which the

16 Commissioner may deem necessary for the calculation of

17 such deductions and credits.

18 (g) CI?4EDITS AGAINST TAx.-Persons entitled to the

19 benefits of this section shall not be allowed the credits agaimnt

20 the tax for taxes of foreign countries ind possessions of the

21 United States allowed by section 131.

22 (h) AFFILIATION.-A corporation entitled to the

23 benefits of this section shall not be deemed to be affiliated

24 with any other corporation within the meaning of sec-

25 tion 141.
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1 SEC. 262 CITIZENS OF POSSESSIONS OF UNITED STATE.

2 (a) Any individual who is a citizen of any possession
3 of the United States (but not otherwise a citizen of the

4 United States) and who is not a resident of the United

5 States, shall be subject to taxation under this title only as to

8 income derived from sources within the United States, and

7 in such case the tax shall be computed and paid in the same

8 manner and subject to the same conditions as in the case of

9 other persons who are taxable only as to income derived

10 from such sources.

11 (b) Nothing in this section shall be construed to alter

12 or amend the provisions of the Act entitled "An Act making

13 appropriations for the naval service for the fiscal year ending

14 June 30, 1922, and for other purposes," approved July 12,

15 1921, relating to the imposition of income taxes in the

16 Virgin Islands of the United States.

17 Supplement K-China Trade Act Corporations

18 SEC. 261. CREDIT AGAINST NET INCOME.

19 (a) ALLOWACl OF CRWIT.-For the purpose only

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

21 the case of a corporation organized under the China Trade

22 Act, 1922, in additieft to the eredit .i.. : eeei 2 a

23 credit against the net income of an amount equal to the
24 proportion of the net income derived from sources within
25 China (determined in a similar manner to that provided in
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1 section 119) which the par value of the shares of stock of the

2 corporation owned on the last day of the taxable year by (1)

3 liersons resident in China, tile United States, or possessions

4 of the IJnited States, and (2) individual citizens of the

5 1fnited States or China wherever resident, bears to the par

6 value of the whole number of shares of stock of the corpora-

7 tion outstanding on such date: Provided, That in no case

8 shall the amount by which the tax imposed by section 13 is

9 diminished by reason of such credit exceed the amount of the

10 special dividend certified under subsection (b) of this section.

11 (b) SPECIAL DIvIDEND.-Such credit shall not Ire

12 allowed unless the Secretary of Commerce has certified to

18 the Commissioner-

14 (1) The amount which, during the year eidiil

15 on the date fixed by law for filing the return, the cof-

16 oration has distributed as a special dividend to or for

17 the benefit of such persons as on the last day of the

18 taxable year were resident in China, the United States,

19 or possessions of the United States, or were individual

20 citizens of the United States or China, and owned

21 shares of stock of the corporation;

22 (2) That such special dividend was in addition

23 to all other amounts, payable or to be payable to such

24 persons or for their benefit, by reason of their interest

25 in the corporation; and
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1 (3) That such distribution has beenz nulde to or

2 for the bi.iit of slich pvsIs iII proportion to the par

3 value of tie shares of ,tick f the corporation owned

4 by clach; (x..pt hlt if dlie copoi tiwi has miore dhami

onle c16s (of mt'ck, the certilicatt's "hall Contain 21

6 nient that tile articles oif ihcar ritiou provide a metlod

7 for the apporti,,imuncnt of such special dividend among
8 such persons, and that the anjount certified has beein

9 distributed in accordance with the method so provided.

I) (c) Ov NuiaSWP OF S'iotK.-For the purposes of this

I I section shares of stock of a corporation shall be considered

12 to be owned by tl~e person in whom the equitable right to

13 the ijcome from such shares is in good faith vested.

14 (d) DEFINITION OF CII1NA.-As used in this section

15 the term " China " shall have the same meaning as when

16 used in the China Trade Act, 1922.

17 SEC. 262. CREDITS AGAINST THE TAX.

18 A corporation organized under :,he China Trade Act,

19 1922, shall not be allowed the credits against the ta for

20 taxes of foreign countries and possessions of the United:

21 States allowed by section 131.

22 SEC. 263. AFFILIATION.

23 A corporation organized under the China Trade Act,

24 1922, shall not be deemed to be affiliated with any other

25 corporation within the meaning of section 141.
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1 SEC. 264. INCOME OF SHAREHOLDERS.

2 For exclusion of dividends from gross income, see

3 section 116.

4 Supplement L-Assessment and Collection of Deficiencies

5 SEC. 271. DEFINITION OF DEFICIENCY.

6 As used in this title in respect of a tax imposed by this

7 title "deficiency" means--

8 (a) The amount by which the tax imposed by this

9 title exceeds the amount shown as the tax by the tax-

10 payer upon his return; but the amount so shown on the

11 return shall first be increased by the amounts previously

12 assessed (or collected without assessment) as a deficiency,

13 and decreased by the amounts previously abated, credited,

14 refunded, or otherwise repaid in respect of such tax; or

15 (b) If no amount is shown as the tax by the tax-

16 payer upon his return, or if no return is made by the tax-

17 payer, then the amount by which the tax exceeds the

18 amounts previously assessed (or collected without assess-

19 ment) as a deficiency; but such amounts previously assessed,

20 or collected without assessment, shall first be decreased

21 by the amounts previously abated, credited, refunded, or

22 otherwise repaid in respect of such tax.

28 SEC. 272. PROCEDURE IN GENERAL.

24 (a) PETITION TO BOARD OF TAX APPEAL.-If in

25 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,

2 the Commissioner is authorized to send notice of such defi.

3 ciency to the taxpayer by registered mail. Within 60 90

4 days after such notice is mailed (not counting Sunday as

5 the 6s*itie ninetieth day), the taxpayer may file a petition

6 with the Board of Tax Appeals for a redetermination of the

7 deficiency. No assessment of a deficiency in respect of the

8 tax imposed by this title and no distraint or proceeding in

9 court for its collection shall be made, begun, or prosecuted

10 until such notice has been mailed to the taxpayer, nor until

11 the expiration of such 60-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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1 (3) Section 273, relating to jeopardy assessments;

2 (4) Section 274, relating to bankruptcy and

8 receiverships; and

4 (5) Section 1001 of the Revenue Act of 1926, as

5 amended, relating to assessment or collection of the

6 amount of the deficiency determined by the Board

7 pending court review.

8 (b) COLLECTION OF DEFICIENCY FOuND BY

9 BOARD.-If the taxpayer files a petition with the Board, the

10 entire amount redetermined as the deficiency by the decision

11 of the Board which has become final shall be assessed andl

12 shall be paid upon notice and demand from the collector.

13 No part of the amount determined as a deficiency by the

14 Commissioner but disallowed as such by the decision of the

15 Board which has become final shall be assessed or be col-

16 lected by distraint or by proceeding in court with or witliout

17 assessment.

18 (c) FAILURE TO FIuE PEITION.-If the taxpayer

19 does not file a petition with the Board within the time

20 prescribed in subsection (a) of this section, the deficiency,

21 notice of which has been mailed to the taxpayer, shall be

22 assessed, and shall be paid upon notice and demand from

23 the collector.

24 (d) WAIVER OF RSTIMIIONs.-The taxpayer shall

25 at any time have the right, by a signed notice in writing filed
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1 with the Conunisioner, to waive the restrictions provide

2 in subsection (a) of this section on the assessment and collec-

3 tion of the whole or any part of the deficiency.

4 (e) INCREASE O(F )EFICIENCY AFTER NO'rcIE

5 MAILD.-The Board shall have jurisdiction to redetermine

6 the correct amount. of the deficiency even if the amount so

7 redetermined is greater than the amount of the deficiency,

8 notice of which has been mailed to the taxpayer, and to

9 determine whether any penalty, additional amount or addi-

10 tion to the tax should be assessed-if claim therefor is

11 asserted by the Conunissioner at or before the hearing or a

12 rehearing.

13 (f) FURTHER DEFICIENCY LEr'irE8s RESTRICTED.-

14 If the Commissioner has mailed to the taxpayer notice of a

15 deficiency as provided in subsection (a) of this section, and

16 the taxpayer files a petition with the.Board within the time

17 prescribed in such subsection, the Commissioner shall have

18 no right to determine any additional deficiency in respect of

19 the same taxable year, except in the case of fraud, and

20 except as provided in subsection (e) of this section, relating

21 to assertion of greater deficiencies before the Board, or in

22 section 273 (c), relating to the making of jeopardy amess-

23 ments. If the taxpayer is notified that, on account of a

24 mathematical error appearing upon the face of. the return,

25 an amount of tax in excess of that shown upon the return
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1 is due, and that an assessment of the tax has been or will be

2 made on the basis of what would have been the correct

8 amount of tax but for the mathematical error, such notice

4 shall not be considered (for the purposes of this subsection,

5 or of subsection (a) of this section, prohibiting assessment

6 and collection until notice of deficiency has been mailed, or

7 of section 322 (c), prohibiting credits or refunds after peti-

8 tion to the Board of Tax Appeals) as a notice of a deficiency,

9 and the taxpayer shall have no right to file a petition with

10 the Board based on such notice, nor shall such assessment or

11 collection be prohibited by the provisions of subsection (a)

12 of this section.

13 (g) JURISDICTION OvEx OTHII TAXABLE YEAB.-

14 The Board in redetermining a deficiency in r.pect of any

15 taxable year shall consider such facts wit'i relation to the

16 taxes for other taxable years as may be necessary correctly

17 to redetermine the amount of such deficiency, but in so doing

18 shall have no jurisdiction to determine whether or not the

19 tax for any other taxable year has been overpaid or

20 underpaid.

21 (h) FINAL DEmIonS oF BoM.-For the purposes

22 of this title the date on which a decision of the Board becomes

23 final shall be determined according to the provisions of

24 section 1005 of the Revenue Act of 1926.
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(i) PRORATING OF DmIOwNCY TO INSTALL-

2 MENTS.-If the taxpayer has elected to pay the tax in

3 instalhlents and a deficiency has been assessed, the defi-

4 ciency shall be prorated to the four installments. Except

5 as provided in section 273 (relating to jeopardy assess-

6 ments), that part of the deficiency so prorated to any install-

7 ment the date for payment of which has not arrived, shall

8 be collected at the same time as and as part of such install-

9 mnent. That part of the deficiency so prorated to any

10 installment the date for payment of which has arrived, shall

11 be paid upon notice and demand from the collector.

12 (i) ExTNsioN o Tim Rob PAYmENT oF DEFI-

18 CINOi .- Where it is shown to the satisfaction of the

14 Commissioner that the payment of a deficiency upon the

15 date prescribed for the payment thereof will result in undue

16 hardship to the taxpayer the Commissioner, with the ap-

17 proval of the Secretary (except where the deficiency is

18 due to negligence, to intentional disregard of rules and

19 regulations, or to fraud with intent to evade tax), may

20 grant an extension for the payment of such deficiency or

21 any part thereof for a period not in excess of eighteen

22 months, and, in exceptional cases, for a further period not

23 in excess of twelve months. If an extension is granted, the

24 Commissioner may require the taxpayer to furnish a bond

25 in such amount, not exceeding double the amount of the
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1 deficiency, and with such sureties, as the Commissioner

2 deems necessary, conditioned upon the payment of the

8 deficiency in accordance with the terms of the extension.

4 (k) ADDRESS FOB NOTIopI OF DEFIvIENCY.-In the

5 absence of notice to the Coiniiissioner under section 312 (a)

6 of the existence of a fiduciary relationship, notice of a defi-

7 ciency in respect of a tax imposed by this title, if mailed to

8 the taxpayer at his last known address, shall be sufficient

9 for the purposes of this title even if such taxpayer is deceased,

10 or is under a legal disability, or, in the case of a corporation,

11 has terminated its existence.

12 SEC. 273. JEOPARDY ASSESSMENTS.

13 (a) AUTHORITY FOB MAKING.-If the Commissioaier

14 believes that the assessment or collection of a deficiency will

15 be jeopardized by delay, he shall immediately asess such

16 deficiency (together With all interest, additional amounts, or

17 additions to the tax provided for by law) and notice and

18 demand shall be made by the collector for the payment

19 thereof.

20 (b) DEFICIENCY LErmBs.--If the jeopardy assess-

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

22 the jeopardy assessment relates has been mailed under sec-

23 tion 272 (a), then the Commissioner shall mail a notice

24 under such subsection within sixty days after the making of

25 the assessment.
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I (c) AMOUNT ASSLSSABL, BEFORE DIsIoIN' OF

2 BOAD.-The jeopardy assessment may be made in respect

3 of a deficiency greater or less than that notice of which has

4 been mailed to the taxpayer, despite the provisions of section

5 272 (f) prohibiting the determination of additional deficien-

6 cies, and whether or not the taxpayer has theretofore filed

7 a petition with the Board of Tax Appeals. The Commis-

8 sioner shall notify the Board of the amount of such assess-

9 ment, if the petition is filed with the Board before the

10 making of the assessment or is subsequently filed, and the

11 Board shall have jurisdiction to redetermine the entire

12 amount of the deficiency and of all amounts assessed at the

13 same time in connection therewith.

14 (d) AMOUNT ASSsSsABLE AFrrx DECISION - OF

15 BoAnD.-If the jeopardy assessment is made after the deci-

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

17 only in respect of the deficiency determined by the Boaid

18 in its decision.

19 (e) EXPIRATION OF RIGHT TO AsEsis.-A jeopardy

20 assessment may not be made after the decision of the Boaxd

21 has become final or after the taxpayer has filed P petition

22 for review of the decision of the Board.

23 .. (f) BOND TO STAY COLLEOIO.-When a jeopardy

24 assessment has been made the taxpayer, within 10 days

25 after notice and demand from the collector. for the pay-
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1 ment of the amount of the assessment, may obtain a stay

2 of collection of the whole or any part of the amount of

3 the assessment by filing with the collector a bond in such

4 amount, not exceeding double the amount as to which the

5 stay is desired, and with such sureties, as the collector

6 deems necessary, conditioned upon the payment of so much

7 of the amount, the collection of which is stayed by the

8 bond, as is not abated by a decision of the Board which

9 has become final, together with interest thereon as provided

10 in section 297.

11 (g) SAmB-FuniHIt CoNDTiozs.--If the bond is

12 given before the taxpayer has filed his petition with the

18 Board under section 272 (a), the bond shall contain a

14 further condition that if a petition is not filed within the

15 period provided in such subsection, then the amount the

16 collection of which is stayed by the bond will be paid

17 on notice and demand at any time after the expiration

18 of such period, together with interest thereon at the rate

19 of 6 per centum per annum from the date of the jeopardy

20 notice and demand to the date of notice and demand under

21 this subsection.

22 (h) Wimv oF STAY.-Upon the filing of the bond

28 the collection of so much of the amount assessed as is cov-

24 ered by the bond shall be stayed. The taxpayer shall have

25 the right to waive such stay at any time in resope of the
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I whole or any" part of the amount covered by the bond, and

2 if as a result of such waiver apy part of the amount covered

3 by the bond is paid, then the bond shall, at the request of

4 the taxpayer, be proportionately reduced. If the Board

5 deterltihLes that the amount assessed is greater than the

6 amount %Nwhi.h should have beei assessed, then when the

7 decision of the Board is rendered the bond shall, at the

g request of the taxlnayer, be proportionately reduced.

9) (i) COLLECTION OF UNPAID AMouNTS.-When the

Petition has been filed with tle Board and when the amount

Which shotild have beei assessed has been determined by a

1 2 dtc.isio of the Ioard which has become final, then any

13 iiliaid l,(,rtion, the collection of which has been stayed by

14 the bond, shall be collected as part of the tax upon notice

15 and demand front 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

22 is greater than the amount actually assessed, then the dif-

23 fere tce shall he assessed and shall be collected as nart of the

24 tax upon notice and demand from the collector.

J. 41951--13
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I(j) CLAIMS IN ABATEMENT.-NO claim in abatement

2 shall be filed in respect of any assessment in respect of any

3 tax imposed by this title.

4 SEC. 274. BANKRUPTCY AND RECEIVEIMlHIPS.

5 (a) IMMEDIATE As MENT.-Upon the adjudica-

6 tion of bankruptcy of any taxpayer in any bankruptcy pro-

7 ceeding or the appointment of a receiver for any taxpayer

8 in any receivership proceeding before any court of the

9 United States or of any State or Territory or of the District

10 of Columbia, any deficiency togetherr with all interest, addi-

I I tional amounts, or additions to the tax provided for by law)

12 determined by the Conunissioner in respect of a tax imposed

13 by this title upon such taxpayer shall, despite the restrictions

14 imposed by section 272 (a) upon assessments be immediately

15 assessed if such deficiency has not theretofore been assessed

16 in accordance with law. In such cases the trustee in bank-

17 ruptcy or receiver shall give notice in writing to the Com-

18 missioiter of the adjudication of bankruptcy or the appoint-

19 ment of the receiver, and the running of the statute of limi-

20 tations on the making of assessments shall be suspended

21 for the period from the date of adjudication in bankruptcy

22 or the appointment of the receiver to a date 30 days after

23 the date upon which the notice from the trustee or receiver

24 is received by the Commissier; but the -tuspension under

25 this sentence shall in no case be for a period in excess of



195

1 two years. (lainis for the deficiency and such in-

2 terest, additional amounts and additions to the tax nmy be

3 presented, for adjudication in accordance with law, to fie

4 court before which the bankruptcy or receivership proceeding

5 is pending, despite the pendency of proceedings for the rede-

6 termination of the deficiency in pursuance of a petition to the

7 Board; but no petition for any such redetermination shall be

8 filed with the Board after the adjudication of bankruptcy or

9 the appointment of the receiver.

10 (b) UNPAID ChAIs.-Any portion of the claimi

I allowed in such bankruptcy or receivership proccedig

I2 which is unpaid shall be paid by the taxpayer -uponi 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 Except as provided in section 276--

23 (a) GENERAL RUL.-The amount of income taxes

24 imposed by this title shall be assessed within two three years

25 after the return was filed, and no proceeding in court with-



198

1 out assessment for the oollecton of such taxes shall be begun

2 after the expiration of such period.

3 (b) RIQUXOT FOR POMPT As8KBasMT.-In the

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

5 by his estate during the period of administration, or by a

6 corporation, the tax shall be assessed, and any proceeding

7 in court without assessmuieut for the collection of such tax

8 shall be begun, within mew yem, eighteen months after writ-

9 ten request therefor (filed after the return is made) by

10 the executor, administrator, or other fiduciary representing

II the estate of sudc decedent, or by the corporation, but not

12 after the expiration of twe three years after the return was

13 filed. This subsection shall not apply in the case of a

14 corporation unless--

15 (1) Such written request notifies the Commis-

16 sioner that the eorporation contemplates dissolution at

17 or before the expiration of such yew 18 monV0 period;

18 and

19 (2) The dissolution is in good taith bgtan before

20 the expiration of such yta 18 month' period; and

21 (8) The dissolution is completed.

22 (c) For the purpose of subsections (a) and (b), a

23 return filed before ihe last day prescribed by law for the

24 fing thereof all be cn idered as field on wh last day.
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1 (d) C0WOoTIoN AND SHANuOw.-If a

g corporation makes no return of the tax imposed by thi title,

g but each of the shareholders includes in his return his dis-

4 tributive share of the net income of the corporation, then

5 the tax of the corporation shall be assessed within four years

* after the last date on which any such shareholder's return

7 ws filed..

8 SBC. 27& AME-EXCEPTIONS

9 *-( )-b 1 IWIYfW Of So1 A i - !is the we of

10 & WOeO f eMM *Ht r eM W -mm 0e ev"dO 4a orof

11 a erte file & re" *4e ta may be o a pre-
12 .eefedi i e ie h d m~ebegun
12 w i n @ol fo te Oynielovo m "sy

14 (a) No RETURN oR FAL8e RETuRN.-If the tpayer

15 fails to file a return, or file a false or fraudulent return with

16 intent to evade tax, or omits from gross income an amount

17 properly includible therein which is in ewoewa of 26 per cewtum

18 of the amount of gross income stated in the return, the tax

19 may be ased, or a proeding in courtt for the collection of

20 #wch tax may be begun without assesment, at any time.

21 (b) Wavim.-Where before the expiration of the

22 time prescribed in section 275 for the assessment of the tex,

28 both the Commissioner and the taxpayer have consented in

24 writing to its assessment after such time, the tax may b.



1 amed at any time prior to the ezpitI"z of 4e period

2 'greed upon. The peod so n upon may bextaded

8 lay subsequent agrtmwentu in writing pade before the epir.

4 tion of ie period previously agreed upon.

5 (0) (Wi, rjo1 Arraa AaaM mI .--Where the

6 m ssisnent of any inome tax imposed by this title has ben

7 made within the period of limitation properly applicable

8 thereto, such tax ua11y be collected by distraint or by a pro"

9 eeding ini court, but only if began (1) within six year

10 after the assessment of the tax, or (2) prior to the expira-

11 tion of any period for collection agreed upon in writing by

12 the Coauuimioaer and the taxpayer before the expiration of

13 such six-year period. The period so agreed upon may be

14 extended bky subsequent ogreements in writing made before

1.5 the expirationi of the period previously agreed upon.

16 SEC. 277. SUSPENSION OF RUNNING OF STATUTE.

17 The running of the statute of limitations provided in

18 section 275 or 276 on the making of assessments and the

19 beginning of distraint or a proceeding in oourt for collection,

20 in respect of any deficiency, shall (after the mailing of a.

21 notice under section 272 (a)) be suspended for the period.

22 during which the (onauissioner is prohibited from making

23 the assessment or beginning distraint or a proceeding in.

24 court (and in any event, if a proeeding in respect of the:
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I da s pked on the of & a rd, l the

I s of the Board beom s fina), nd for sixty day.
S! there.

4 8SqI M.t -Iturest OW Addltm tW ti" Ta

5 SEC. 1L FAILURE TO IE RM E RN.

6 In ce of any failure to make and le a return required

7 by this title, within the time prescribed by law orprscribed

8 by the Coommiioer in pursuance of law, 25 per centum of

9 the tax shall be added to the tax, exept that when a return

10 is filed after such time and it is shown that the failure to

It file it was due to reasonable cause and not due to willful

12 neglect no such addition shall be made to the tax. The

13 amount so added to any tax shall be collected at the same

14 time and in the same manner and as a part of the tax unless

15 the tax has been paid before the discovery of the neglect,

16 in which ase the amount so added shall be oolleted in the

17 same manner as the tax. The amount added to the tax

18 under this seoion shal be in lieu of the 25 per oentum addi-

19 tion to the tax provided in section 3176 of the Revised

20 Statutes, as amended.

21 SEC. UL IN REST ON DEFICINCIES.

22 Interest upon the amount determined a a deficiency

28 shall be assessed at the same time as the deficiency, shall

24 be paid upon potice and demand from the collector, and
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1 sul be colleted a a p&At of the tax, at the rate of 6 per

2 centum per annum from the date prescribed for the paylnent

3 of the tax (or, if the toa is paid in installments, from the

4 date prescribed for the payment of the first installment) to

5 the date the deficiency is assessed, or, in the case of a waiver

6 under section 272 (d), to the thirtieth day after the filing of

7 such waiver or to the date the deficiency is assessed which-

8 ever is the earlier.

9 SEC. 293. ADDITIONS TO THE TAX IN CASE1 OF DEFICIENCY.

10 (a) NEOLIGBNCI.-If any part of any deficiency is

I I due to negligence, or intentional disregard of rules and

12 regulations but without intent to defraud, 5 per ('entuni of

1:1 the total amount of the deficiency (in addition to such

14 deficiency) shall be assessed, collected, and paid in the same

15 manner as if it were a deficiency, except that the provisions

I; of section 272 (i), relating to the prorating of a deficiency,

17 and of section 292, relating to interest on deficiencies, shall

18 not be applicable.

19 (b) FAAUD.-If any.part of any deficiency is due to

20 fraud with intent to evade tax, then 50 per centum of the

21 total amount of the deficiency (in addition to such defi-

22 (ieney) shall he so assessed, collected, and paid, in lieu of

23* the 50 per centwn addition to the tax provided in section

24 3176 of the Revised Statutes, as amended.
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I SBC. 2 ADDITIONS T TH1 TAX IN CASS OF NON.

2 PAYMNT.

3 (a) TAx 8wowx ox RnEmu.---

4 (1) ORNICRAJ, Rum.-Wherethe amount deter-

5 mined by the taxpayer as the tax imposed by this title,

6 or any installment thereof, r any part of such amount

7 or installment, is not paid on or before the date pre-

8 scribed for its payment, there shall be collected as a

1) part of the tax, interest upon such unpaid amount at the

10 rate of 1 per centum a month from the date prescribed

I I for its payment until it is paid.

12 (2) IF NXTENI8ON GRANTED.-Where an ex-

13 tension of time for payment of the amount so deter-

14 mined as the tax by the taxpayer, or any installment

I.5 thereof, has been granted, and the amount the time for

16 payment of which has been extended, and the interest

17 thereon determined under section 295, is not paid iii

1$ full prior to the expiration of the period of the extension,

19 then, in lieu of the interest provided for in paragraph

20 (1) of this subsection, interest at the rate of I per

21 centum a 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) DM zNdcN.-Where a deficiency, or any

25 interest or additional amounts assessed in connection there-



I with under scon 292, or under s on 29S, or any addi-

2 tic. to the tax in owe of delinquency provided for in section

S 291, ie o paid in full within tn days from the dae of

4 notice and demand 1m the cletor, there sh be collected

5 u part th ta, inte upon unpaid mount at the

6 raw Ipercentuma from the d ofsuch notice

7 and demand until it is paid. If any part o a deficeny

8 prortd to any unpaid intallue& under scti 272 (i) is

9 not pid in fuu l on or before the date prescribed for the pay-

10 meat of such installment, there slul be collected as part of

11 the tax interest upon the unpaid amount at the rate of 1 per

12 oentu a mouth from such date until it is paid.

is (c) Fwum.C&IM.-For any period an etate is held

14 by a fiduciary appointed by order of any court of competent

15 jurisdiction or by will, there shall be collected interest at tie

16 rMe of 6 per centum per anum in lieu of the interest

17 provided in subsections (a) and (b) of this section.

18 (d) FILINo OF JUOPAMWY BOND.-If & bond is filed,

19 as provided in viou 273, the provisious of subsec tiw

20 (b) and (c) of this section dll not apply to the amount

21 covered by the bond.

22 SEC. M. TIME EXTENDKD FOR PAYMENT OF TAX SHOWN

28 ON RETURN.

24 If the time for payment of the amount determined as

25 the tax by the taxpayer, or any installment thereof, is



I .etended under the authority of aciu bs (a), there &H

be t na pad of ach AM.1t, interest mma at

I the rate of 6 per centwis per annum front the date when

4 such payment should htave ben itade if nv) extension had

5 Imes granted, until the oxpiiastiou of the period of tle

6 eXtrW ore.

7 8C. U. TIM EXTENDED FOR PATMRNT OF DEFICIENCY.

8 If the time for the payment of aty part of a deficiency

9 is extended, there "ll be colected,a a part of the tax,

10 interest on the pat of the deficiency the time for payment

11 of which is so extended, at the rate of 6 per cewtumn per

12 annum for the period of the extension, and no other interest

13 shall be collected on sch part of the deficiency for such

14 period. If the Iart of the deficiency the time for payment

15 of which is so extended is not paid in acordance with the

16 terus of the extension, there shall be collected, as a part of

17 the tax, interest on such unpaid amount at the rate of 1

18 per ceutum a month for the period from the time fixed by

19 the terms of the extension for its payment until it is paid,

20 and no other interest shall be collected on such miiliaid

21 amount for such period.

22 SEC. ZR7. INTEREST IN CASK OF JEOPARDY A8SMSMJCNTS

23 In the case of the auiount collected under section

24, 273.(i) there shall be collected at the. same time as such

M. amount, and as a part of the tax, interest at the rate of 6 per

ti
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1 eentum per aum upon mch amount from the dat of the

3 jeopardy notice and demand to the date of notice and demad

$ under section 273 (i), or, in the ca of te aountolected

4 in exce of the amount of the jeopardy IS intsue

5 as provided in seion 292. If the amount hlude i the

6 notice and detm d from the collector under section 275 (i)

7 is notp M in f dayl thin ton days after h notice "d

a demand, then there sall be collected, as prt of the tax,

9 interest upon the unpaid amount at the rate of I per centum

10 a month (or, for any period the estate of the taxpayer is held

I I by a fiduciary appointed by any court of competent jurimic-

12 tion or by will, at the rate of 6 per centum per annum) from

103 the date of such notice and demand until it i paid.

14 SBC. U. BANKRUPTCY AND RICEIVERSHIPS.

15 If the unpaid portion of the daim allowed in a bank-

16 ruptcy or receivership proceeding, as provided in section 274,

17 is not paid in full within ten days from the date of notice

18 and demand from the collector, then there sha be collected

19 as a part of such amount interest upon the unpaid portion

20 thereof at the rate of 1 per centum a month from the date

21 of such notice and demand until payment.

22 sC. 1 REMOVAL OF PROPERTY OR DEPARTURE FROM

23 UNITED STATE&

24 For additions to tax in case of leaving the United State

25 or concealing property in such manmer a to hinder collection

26 of the tax, se action 146.
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I Sua~ppI*Ut N- Claia against Trusfasre md

3 CQ UL TrRASMRIUD AMSSTS

4 (a) HOU O 01 O LLozso.--Th. amounts of the

follow liabilities "ll, except as hereinafter in t no"

6 provided, be assessed, collected, and paid in the saw num.

7 ner and subject to the sme proviaious and limitations as in

8 the case of a deficiency in a tax imposed by this title (inolud-

9 ing the provisions in cam of delinquency in payment after

10 notice and demand, the provisions authorizing disaint and

II proceeding in court for collection, and the provison

12 prohibiting claims and suits for refunds) :

13 (1) TIN 1 Aau .- The liability, at law or in

14 equity, of a tranferee of property of a taxpayer, in

15 respect of the tax (including interest, additional

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

17 imposed upon the taxpayer by this title.

18 (2) Fmucztum.-The liability of a fiduciary

19 under section 3467 of the Revised Statutes in respect

20 of the payment of any such tax from the estate of the

21 taxpayer.

22 Any such liability may be either as to the amount of tax

23 shown on the return or as to any deficiency in tax.

24 (b) Pmo ) o LIMITATION.-The period of limita-

25 tion for asessment of any such liability of a traseree or

26 fidAary shall be follows:



1(1) In the case o the liability d a in

2 free of the property of the taipsyer,-within out

3 year after the expiration of the period ofl o for

4 aesmemnt against the taxpayer;

5 (2) In the cae of the lialty of a ree of

6 a transferee of the property of the taxpayer,-within

7 one yeir after the expiration of the period of limitation

8 for 'asessment against the preceding transferee, but

9 Only if within" three years after the expiration of the

It) period of lintitation for aesment against the tax-

I I payer;-

12 exelpt that if before the expiration of the period of limilation

13 for the asmessmuent of the liability of the transferee, a court

14 proceeding for the collection of the tax or liability in respect

15 thereof has been begun against the taxpayer or last preceding

16 transferee, respectively,-then the period of limitation for

17 asmessment of the liability of the transferee shall expire one

18 year after the return of execution in the court proceeding.

19 (3) In the case of the liability of a fiduciary,-

20 not later than one year after the liability arises or not

21 later than the expiration of the period for collection

22 of the tax in respect of which such liability arises,

28 whichever is the later.

24 (c) PMItwD FOR ASMMM NT AoAmiNB TAx-

25 PAYKM.---For the purposes of this section, if the taxpayer is
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I decoamed, or in the am of a corporation, has terminated its

S existence, the period of limitation for asent ao i

8 taxpayer shal be the period t would be in ffect ha the

4 death or termintion of eitence not occurr

15 (d) usimsiox o RuINo OF TATUTN OF

6 LMITATO .- The running of the statute of lIm t

7 upon the assessment of the liability of a trnfree or

8 fiduciary shall, after the nmUling to the transferee or fiduciary

9 of the notice provided for in section 272 (a), be suspended

10 for the period during which the Counimioner is prohibited

1 i from nmkig the asemet in rpet of the liability of the

12 transferee or fiduciay (and in any event, if a proceeding in

13 respect of the liability i placed on the docket of the Board,

14 until the decison of the Board becomes final), and for sixty

15 days thereafter.

16 (e) ADnnmlz Fox Nml(i OF IAABILITY.-In the

17 abmmce of notice to the Coinissioner under section 312 (b)

18 of the existence of a fiduciary relationship, notice of liability

19 enforceable under this section in respect of a tax imposed

20 by this title, if mailed to the person subject to the liability at

21 his last known address, shall be sufficient for the purpomes of

22 this title even if such person is deceased, or is under a legal

.28 disability, or, in the case of a corporation, has terminated its

24 existence.
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(f) DrnYoTION or "Ta wuum u ".-As used in

2 thi section, the term "trasferee" includes heir, lopa,

3 devise., and tribute.

4 MICQ UL NOTICE OF FUUCIARY RILATIONSW.

5 (a) ¥1DUc1Ay OF TAXn'ArL--Upon notice to the

( Ciomismiouer that any person is acting in a fiduciary

7 capacity such fiduciary shall assume the powers, rights,

g duties, and privileges of the taxpayer in respect of a tax

it imposed by thief title (except as otherwise specifically pro-

to vided and except that the tax shall be collected from the

11 estate of the taxpayer), until notice is given that the

12 fiduciary capacity has terwinatd.

13 (b) FJDuciAJy or TRANkavwaB.-Upon notice to

14 the Commissioner that any person is acting in a fiduciary

15 capacity for a person subject to the liability specified in

to section 311, the fiduciary shall assume, on behalf of such

17 person, the powers, rights, duties, and privileges of such

18 person under such section exceptt that the liability shall -

19 be collected from the estate of such person), until notice

20 is given that the fiduciary capacity has terminated.

21 (c) MANNU ow No'rc.-Notice under subsootion

22 (a) or (b) shall be given in aooordanoe with regulations

23 prescribed by the Commissioner with the approval of the

24 Secretary.
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1 Suhmemt O-Ov rymua

2S C. UL OVERPAYMENT OF INSTALLMENT.

8 If the taxpayer has paid as an installment of the tax

4 more than the amount determined to be the correct amount

6 of sudh installnent, the overpayment shall be credited against

6 the unpaid iustallments, if any. If the amount already paid.

7 whether or not on the basis of inWtallments, exceeds the

8 amount determined to be the correct amount of the tax, the

9 overpayment shall be credited or refunded as provided in

10 section 322.

11 BBC. =L REFUNDS AND CREDITS.

12. (a) AuT1olUzAno.-Where there has ben an

13 overpayment of any tax imposed by this title, the amount

14 of such overpayment shall be credited against any income,

15 war-profits, or excess-profits tax or installment thereof then

16 due from the taxpayer, and any balance shall be refunded

17 immediately to the taxpayer.

18 (b) LIMITATION ow ALLOWANCB.--

19 (+* RomeO* P LMWT*WfON. oosil r

20 reftd "l be lwed oirMW afte w ye from

21 4he foe t * WeN l R W be the eNtioo

22 of web 4 e"hfeie d by 46 e mtge.,

23 (1) PSRIOD OF LIMITATION.--Unk a 'claim

24 for credit or refund is flied by 11w taxpayer within three

25 years from the time the return was filed by the taxpayer

J. 41951- 14
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1 or within two years from the time the tax was paid, no

2 credit or refund shall be allowed or made after the

8 expiration of whichever of such periods expires the

4 later. If no return is filed by the taxpayer, then no

5 credit or refund shall be allowed or made after two

6 years from the time the tax was paid, uidess before the

7 expiration of such period a claim therefor is filed by

8 the taxpayer.

9 (2) - LIMIT ON AMOUNT OF CREDIT OR

10 R uNu.-The amount of the credit or refund shall not

11 exceed the portion of the tax paid during the twe three

12 years immediately preceding the filing of the claim,

13 e or, if no claim was filed, then during the twe three

14 years immediately preceding the allowance of the

15 credit or refund.

16 (c) EFFECT OF PETITION TO BoABD.--If the Com-

17 missioner has mailed to the taxpayer a notice of deficiency

18 under section 272 (a) and if the taxpayer files a petition

19 with the Board of Tax Appeals within the time prescribed

20 in such subsection, no credit or refund in respect of the tax

21 for the taxable year in respect of which the Commissioner

22 has determined the deficiency shall be allowed or made and

23' no suit by the taxpayer for the recovery of any part of such

24 tax shall be instituted in any court except-

25 (1) As to overpayments determined by a decision

26 of the Board which has become final; and
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1 (2) As to any amount collected in excess of ani

2 amount computed in accordance with the decision, of

the Board which has become final; and

4 (3) As to any amount collected after the period

5 of limitation upon the beginning of distraint or a pro-

6 ceeding in court for collection has expired; but in any

7 such claim for credit or refund or in any such suit for

8 refund the decision of the Board which has become

9 final, as to whether such period has expired before the

10 notice of deficiency was mailed, shall be conclusive.

11 (d) OVERPAYMENT FOUND BY BoARD.-If the

12 Board finds that there is no deficiency and further finds

13 that the taxpayer has made an overpayment of tax in

14 respect of the taxable year in respect of which the Com-

15 missioner determined the deficiency, the Board shall have

16 jurisdiction to determine the amount of such overpayment,

17 and such amount shall, when the decision of -the Board has

18 become final, be credited or refunded to the taxpayer. No

19 such credit or refund shall be made of any portion o4 the tax

20 unW the Board determines as part of it8 decioi that it

21 was paid more tha two within three years before the filing

22 of the claim or the filing of the petition, whichever is earlier.

28 (e) TAX WITHHELD AT SouRCE.-For refund oi

• 24 -credit in case of excessive withholding at the source, see

25 section 143 (f).
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1 TITLE I1-AMENDMENTS TO ESTATE TAX

2 SEC. 401. REVOCABLE TRUSTS.

8 Section 302(d) of the Revenue Act of 1926 is amended

4 to read as follows:

5 "(d)(1) To the extent of any interest therein of which

6 the decedent has at any time made a transfer, by trust or

7 otherwise, where the enjoyment thereof was subject at the date,

8 of his death to any change through the exercise of a power,

9 either by the decedent alone or in conjunction with any per-

10 son, to alter, amend, or revoke, or where the decedent relin-

11 quished any such power in contemplation of his death, exept

12 in case of a bona fide sale for an adequate and full considera-

13 tion in money or money's worth.

14 "(2) For the purposes of this subdivision the power

15 to alter, amend, or revoke shall be considered to exist on the

,16 date of the decedent's death even though the exorcise of the

17 power is subject to a precedent giving of' notice or even

18 though the alteration, amendment, or revocation takes eject

19 only on the expiration of a stated period after the exercise

20 of the power, whether or not on or before the date of the

21 decedent's death notice has been given or the power has been

22 exercised. In such cases proper adjustment shall be made

23 representing the interests which would have been excluded

24 from the power if the decedent had lived, and for such pur-
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1 pose if the notice has not been given or the power has not

2 been exercised on or before the date of his death, such notice

3 shall be considered to have been given, or the power exercised,

4 on the date of his death.

5 "(3) The relinquishment of any such'power, not admit-

6 ted or shown to have been in contemplation of the decedent's

7 death, made within two years prior to his death without

8 such a consideration and affecting the interest or interests

9 (whether arising from one or more transfers or the creation

10 of one or more trusts) of any one beneficiary of a value or

11 aggregate value, at the time 6f such death, in excess of

12 $5,000, then, to the extent of such excess, such relinquish-

13 ment or relinquishments shall, unless shown to the contrary,

14 be deemed to have been made in contemplation of death

15 within the meaning of this title;"

Nor.- -Section 802(d) of the Revenue Act of 1926 will, after the
above amendment, red as follows:

SEO. 802. The value of the gross estate of the decedent shall be de-
termined by including the value at the time of his death of all property,
real or personal, tangible or intangible, wherever situated-

* * * *

(d) (1) 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 issubject to a precedent giving of notice or
even though the alteration, amendment, or revocation takes effect only on
the expiration of a sated period after the exercise of the power, whether or
not on or be ore the date of the decdent's death notice has been given or the
power has been exercised. In suh eases proper adjutment shl 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 pw ha. not been ercised on or before the date of his death, su4A
notice shall b conidered to have been gicen, or the power emised on t$e
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 ef4 6 eF teefmeM a s AAwithout 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 excess of $6,000, then, to the extent of such excess, such relinquishment
or relinquishments shell be shall, nls shown to the contrary, be deemed
to have been made in contemplation of death within the meaning of this
title;

I SEC. 402. PRIOR TAXED PROPERTY.

2 Paragraph (2) of subdivion (a) and paragraph

3 (2) of subdivision (b) of section 303 of the Revenue Act

4 of 1926 are amended by inserting before the period at the

5 end of the second sentence of each such paragraph a comma.

6 and the following: "and only if in determining the value

7 of the net estate of the prior decedent no deduction was

8 allowable under this paragraph in respect of the property"

9 or property given in exchange therefor ".

NoE.-Section 303 (a) (2) and 303 (b) (2) of the Revenue Act of
1926 will, after the above insert, read as follows:

Szc. 303. For the purpose of the tax the value of the net estate
shall be determined-

(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-
ing apart 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)
transferred to the decedent by ift within five years prior to his death,
where such property can be identified as ha been received by
the decedent from the donor by gift, or from such prior decedent by
gift, bequest, devise, or inheritance, or which can be identified as having
been acquired in exchange for property so received. This deduction
shall be allowed only where a gilt tax imposed under the Revenue Act
of 1932, or an estate tax imposed under t1 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 a 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 esate estate, and .oni jf in determining the vaue oj the net "tate
ot prior decent no deduaion wa allowalk under this paragraph in
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re o propry or property given in exda= tle/fo. Where
a deduction was anwed of an-y mortgage or other len in dtem
the gift tax, or the estate tax of the prior decedent, which wasp
in whole or in part prior to the decedent's death, then the deduction allow-
able under this paragraph shall be reduced by the amount so paid. The
deduction allowable under this paragraph shall be reduced by an amount
which bears the same ratio to the amounts allowed as deductions under
paragraphs (1) (3) and (4) of this subdivision as the amount otherwise

eductible under this paragraph bears to the value of the decedent's
gross estate. Whore te property referred to in this paragraph consists
of two or more items the aggregate value of such items aill be used for
the purpose of computing the deduction.

* * , S

(b) In the case of a nonresident, by deducting from the value of that
part of his gross estate which at the time of his death is situated in the
United States-

(2) An amount equal to the value of any property (A) forming a.
part of the gross estate situated in the United States of any person who
died within five years prior to the death of the decedent, or (B) trans-
ferred to the decedent by gift within five years prior to his death, where
such property can be ideMtfied as having been received by the decedent
from the donor by gift, or from such rior decedent by gift, bequest
devise or inheritance, or which can be identified as having been acquired
in exchange for property so received. This deduction shall be allowed
only where a gift tax imposed under the Revenue Act of 1932, or anestate tax imposed under this or any prior Act of Congress, was finally
determined and paid by or on behalf ol such donor, or the estate of such
prior decedent, as the case may be, and only in the amount finally deter-.
mined as the value of such property in determiing the value of the gift,
or the gross estate of such prior decedent, and only to the extent that the
value of such property is included in that part of the decedent's gross
estate which at the time of his death is situated in the United 0M.

U , and w V in deriinng the vlue te eate of the pior

tepr rty or property given in eack e 'e n . W here a deduction
was owed of any mortgage or other ien in determining the gift tax,
or the estate tax of the prior decedent, which was paid in whole or in
part prior to the decedent's death, then the deduction allowable under
this paragraph shall be reduced by the amount so paid, The deduction
allowable under this paragraph shall be reduced by an amount which
bears the same ratio to the amounts allowed as deductions under par&-
graphs (1) and (3) of this subdivision as the amount otherwise deductile.
under this paragraph bears to the value of that part of the decedent's
gross estate which at the time of his death is situated in the United
States, Where the property referred to in this paragraph consists of
two or more items the aggregate value of such items shall be used for
the purpose of computing the deduction.

NoTI--See also the amendments proposed to the above provisions
by section 408 of this bill.

SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS.

2 (a) Section 303(a) of the Revenue Act of 1926, a

:1 amended, is amended. bj striking out "In the case, of a

4 resident" and inserting in lieu thereof "In the case of a

5 citizen or resident of the United States ".

1o4 ,--Section 808(a) of the Revenue Act of 192 will, after the
above amendment, read as follows:
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Svc. 803. For the purpose of the tax the value of the net estate Ehall
be determined-

.(a) In the case of a citien or resident of the United States, by de-
ductin from the value of the gross estate-

1 (b) Section 303(b) of such Act, as amended, is

2 amended by striking out "In the case of a nonresident"

3 and inserting in lieu thereof "In the case of a nonresident

4 not a citizen of the United States ".

No=r.-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
the time of his death is situated in the United States-

(1) 0 * *

5 (c) Section 303(c) of such Act, as amended, is

6 amended by striking out "in the case of a nonresident"

7 and inserting in lieu thereof "in the ease of a nonresident

8 not a citizen of the United States ".

Not.-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 a
citizen of the United States unless the executor includes in the return
required to be filed under section 304 the value at the time of his death
of that part of the gross estate of the nonresident not situated in the
United States.

9 (d) Section 303(d) and (e) of such Act, as

10 amended, are amended by striking out the phrase "non-

11 resident decedent" wherever such phrase appears in such

12 subdivisions and inserting in lieu thereof in each case "non-

13 resident not a citizen of the United States".

NoTE.-Section 303(d) and (e) of the Revenue Act of 1928 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 nonresident deeedeM not a citizen of the United
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 oaa I
be deemed to be situated 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 purposes of this title, a relinquishment or promised relinquishment
of dower, curtesy, or of a statutory estate created in lieu of dower or
curtsy, or of other marital rights in the decedent's property or estate,
shall not be considered to any extent a consideration "in money or money's
worth."

(e) The amount receivable as insurance upon the life of a non-
resident d .eedei not a citizen of t1W United tates, and any moneys
deposited with any person carrying on the banking business, by or for
a nonresident deedent not a citizen of the United States who was not
engaged in business in the United States at the time of his death-. shall
not, for the purpose of this title, be deemed property within the United
States.

(e) Section 304(a) and (b) of such Act, as

2 amended, are amended by striking out "nonresident"

3 wherever such word appears and inserting in lieu thereof

4 in each case "nonresident not a citizen of the United State ".

XNcyz.-Section 304(a) and (b) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

Szc. 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 a 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 oitiin
V the United States of that part of his gross estate situated in the

united States; (2) de deductions allowed under section 808; (8) the
value of the net estate of the decedent as defined in section 303; and
(4) the tac 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 the gross estate at
the death of the decedent exceeds $100 000, and in the case of the estate
of every nonresident not a citizen 0/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.

5 (f) Section 403 of the Revenue Act of 1932 is amended

6 by striking out "resident decedent" and inserting in lieu

7 thereof "citizen or resident of the United States ".
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N OT.--Section 403 of the Revenue Act of 1932 will, after the above
amendment, read as follows:

8C. 403, ASSESSMENT, COLLECTION, AND PAYMENT OF TAX.

Except as provided in section 402, the tax imposed by section 401
of this Act sha be assessed, collected, and paid, m 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 1926, except
that in the case of aiesideM deeMdeciliznorridinaof/k UnibdSlw
a return shall be requiredif the value of the gross estate at the time of the
decedent's death exceeds $50,000.

1 TITLE Ill-AMENDMENTS TO PRIOR ACTS AND

2 MISCELLANEOUS

3 SEC. 501. PERIOD FOR PETITION TO BOARD UNDER PRIOR ACTS.

4 Section 274(a) of the Revenue Act of 1926, and section

5 272(a) of the Revenue Act of 1928 and the Revenue Act of

6 1932 ratingg to the period during which a taxpayer may

7 petition the Board of Tax Appeals for redetermination of a

8 deficiency), are amended by striking out "60 days" and

9 inserting in lieu thereof "90 days"; by striking out ."siz.

10 tieth day" and inserting in lieu thereof "ninetieth day ";

11 and by striking out "60-day" and inserting in lieu thereof

12 "90-day ". The amendments made by this section shall

13 apply only in respect of noticemailed after 30 days after the

14 date of the enactment of this Act.

No--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:

Sze. 274. (a) If in the case of any taxpayer, the Commisner
determines that there is a deficiency in respect of the tax impoed by
this title, the Commisioner is authorized to send notice of such defw-
ciency to the taxpayer by registered mail. Within 60 d" 90 days
after such notice id mailed (not counting Sunday as the sm iet diy
ninetidh day), the taxpayer may fila a petition with the Board of Tax
Appeals for a redetermination of the deficiency. Except as otherwise
provided in subdivision (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 9 90-dV 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 maldng of such assessment or the beginning of
such proceeding or distraint dunn 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.

(a) Petition to Board of Tax Appeals.-If in the case of any tax-
payer, the Commissioner determines that there is a deficiency in respect
of the tax imposed by this title, the Commissioner is authorized to send
notice of such deficiency to the taxpayer by registered mail. Within
60 de 90 days after such notice is mailed (not counting Sunday as the
s--tieth -ey nineiet h day), the taxpayer may file a petition with the
Board of Tax Appeals for a redetermination of W deficisnca. No
assessment of a deficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its coUection shall be made, begun,
or prosecuted until such notice has been mailed to the taxpayer, nor
until the expiration of such 6 0-day period, nor if a petition has
been filed with the Board until the decision of the iioard has become
final. Notwithstanding tue 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 exceptions to the restriction imposed by this subsection see-
(1) Subsection (d) of this section, relating to waivers by the

taxpayer,
(2) Aubsection (f) of this section, relating to notifications of

mathematical errors appearing upon the face of the return;
3 Section 273, relating to jeopardy assessments,
4) Section 274, relate to bankrupt an reeiverships; and
(5) Section 1001 of the Revenue Act of 1926, as amended,

relating to assesment or collection of the amount of the deficiency
determined by the Board pending court review.

(Revemue Act df 1932) SEC. 272. PROCEDURE IN GENERAL
(6) PETITION TO BOARD or TAX APpEAw.-If in the case of any

taxpayer, t e Commissioner determines that there is a deficiency in
Fee t of the tax imposed by this title, the Commissioner is author-
ie. to send notice of such deficiency to the taxpayer by registered
mail.. Within 00 9d 90 days after such notice is mailed (not counting
Sunday as the eintieh dy nindieth day), the taxpayer may file a petition
w ith the Board of Tax Appeals for a iredetermin-tion of the deficency.
No assessment of a deficiency in respect of the tax imposed by this
title and no distraint or proceeding in court for its collection shall be
made, begun, or prosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 00-46 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 im
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 by thetaxa er'

ai)P subsection (f) of this section, relating to notifications of

mathematical errors appearing 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 a&inended, relat-

ing to assecsment or collection of the amount of the deficiency
determined by the Board pending court review.
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1 SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

2 (a) Section 610 of the Revenue Act of 1928 is amended

S by adding at the end thereof a new subsection to read as

4 follows:

5 "(c) Despite the provisions of subsections (a) and

6 (b) such suit may be brought at any time within five years

7 from the making of the refund if it appears that any part

8 of the refund was induced by fraud or the misrepresentation

9 of a material fact."

10 (b) The amendment made by subsection (a) of this

11 section shall not apply to any suit which was barred at the

12 time of the enactment of this Act.

No'n.--Section 010 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 interes, pen-
alty, additional amount, or addition to such tax) 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 begn before the
expiration of two years aiter the making of such refund or before
May 1, 1928, whichever date is later.

(o) Despite the provieon. of subsection. (a) and (b) such suit may
be brought at any time within five year from the making of the refund
if it appears that any part of the refund was induced by fraud or the
mimeepresentatai of a material fact.

13 SEC. 503. STATUTE OF LIMITATIONS ON SUITS FOR REFUND.

14 Section 608(b) (2) of the Revenue Act of 1928 is

15 amended by adding at the end thereof a new sentence to read

16 as follows: "If such agreement has been entered into, the
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1 running of such statute of limitations shall be suspended in

2 accordance with the terms of the agreement."

Nor--Section 608 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 Commissioner 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 taxpayer, or
2) within such period the taxpayer and the Commissioner

agreed in writing to suspend the running of the statute of limita-
tions for filing suit from the date of the agreement 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 suoh agree-
ment ha been entered into the running of suck statute of limitations
shall be suspended in accordance with the term of the agreement.

3 SEC. 504. OVERPAYMENTS FOUND BY THE BOARD OF TAX

4 APPEALS.

5 (a) The last sentence of section 322(d) of the Revenue

6 Act of 1982 and of the Revenue Act of 1928 and of section

7 528(d) of the Revenue Act of 1932 are amended to read

8 as follows: "No such credit or refund shall be made of

9 any portion of the tax unless the Board determines as part

10 of its decision that it was paid within three years before

11 the filing of the claim or the filing of the petition, whichever

12 is earlier."

NoT.-Section 322 (d) of the Revenue Act of 1932 and of the
Revenue Act of 1928 will after the above amendment read as follows:

(d) OVERPAYMENT FOUND BY BOARD.-If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of which
the Commissioner determined the deficiency, the Board sha 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 rounded to the taxpayer. No such credit or refund shah be
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made of any portion of the tax unm the Board determine as part oJ it
decision that i twa paid more AtWe, within three years before the fil-
ing of the claim or the filing of the petition, whichever is earlier.

Section 528 (d) of the Revenue Act of 1932 will, after the above
amendment, read as follows:

(d) OVERPAYMENT FOUND BY BOARD.-If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of
which tha 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. No such credit or refund
shall be made of any portion of the tax Wa/es thA Board ddrmines aspart it decision tat ii was paid men thme within three year. before
the filing of the claim or the filing of the petition, whichever is earlier.

(b) The last sentence of section 284(e) of the Revenue

2 Act of 1926, as amended, is amended to read as follows:

3 "Unles the Board determines as part of it8 d&swn that

4 the claim for credit or refund, or the petition, was filed

5 within the time prescribed in subdivision (g) for (ding

6 claims, no such credit or refund shal be made of any por.-

7 tion of the tax unless the Board demines as part of its

8 dwision, that it was paid within four years (or, in the case

9 of a tax imposed by this title, within three years) before the

10 filing of the claim or the filing of the petition, whichever

11 is earlier."

NoTz.-Section 284 (e) of the RevenueAct of 1926 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 respect 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 as
provided in subdivision (a). Ul e- eteim fr ere edite ef h

pod me"te tm fle yam the it e e e d m fiM 4 by ieg
loops 4"a tkvee yems beer 4he _f. *6 of a etsm of 4h6 Ql of th

petoe, whither ts ewfieg, Unless the Board determines as p r
j o ikd&4ion ta the dcaim or credit or rfufnd, or the petition, was

w kein time prescribed in subdiviioin (g) for fling dain, no
suc credit or refund shall be made dfany porion th ta udnt the
Board d&rmine as part of its decision that it waa paid within four yeara
(or, in the case of a tax imVoeed by this title, within thre rs) before the
flin qf the claims or 9Mfdn f li e V ition, whid, ev is earlier.
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1 (q) The lot sentence of section 819(c) of the Revenue

2 Act of 1926, as amended, is amended to read as follows:

3 "No such refund shall be made of any portion of the tax

4 unless the Board determines as part of its decision that it

5 wa paid within four years (or, in the case of a tax imposed

6 by this title, within three year) before the filing of the claim

7 or the filing of the petition, whichever is earlier."

Noma.-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 ta paid mor m Wa.unes the Board determine# a# part of is decision,
tAd is wt paid within four years (or, in the case of a tax imposed by this
title, men 4a within three years) before the filing of the claim or the
filing of the petition, whichever is earlier.'

8 (d) The amendments made by subsections (a), (b),

9 and (c) of this section shall have no effect in the case of any

10 pro eeding before the Board on a petition if any hearing by

11 the Board thereon has! been Add prior to 30 days after the

12 date of t enactmet of this Act.
18 SEC. S. BANKRUPTCY AND RPCE1VERSHIPS.

14 (a) Section 274(a) of the Revenue Act of 1932 and,

15 the Revenue Act of 1928 and section 282(a) of the Revenue

16 Act of 1926 are amended by inserting after the first sentence

17 thereof the following:

18 "In such cases the trustee in bankruptcy or receiver shall

19 give notice in writing to the Commissionr of the adjudi-

20 cation of bankruptcy or the appointmnt of the.receiver, and
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the running of the statute of limitations on the making of

2 assessments shall be suspended for the period from the date

3 of adjudication in bankruptcy or the appointment of the

4 receiver to a date 80 days after the date upon which the

5 notice from the trustee or receiver is received by the Corn-

6 missioner; but the suspension under this sentence shall in no

7 case be for a period in excess of two years."

Nom.-Section 274 (a) of the Revenue Act of 1932 and the Revenue
Act of 1928 will, after the above insertion, read as follows:

(a) IMMWIATE ASsESSMET.-Upon the adjudication of bankruptcy
of any taxpayer 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 o'the District
of Columbia, any deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) determined by
the Commissioner in respect of a tax imposed by this title upon such
taxpayer shall, despite the restrictions imposed by section 272 (a) upon
assessments be immediately assessed if such deficiency has not theretofore
been assessed in accordance with law. In such caes the trustee in bank-
rlptoy or receiver shall give notice in writing to thd Commissioner of
the adjudication of bankrpty or the appointment of the receiver, andthe runnin. of the statute of limitations on the manirw" of assessmns
s/Lll be suspended for the period from the date of ad' ication in bank,
ruptey or the appointment of the receiver to a date 30 days after the
date upon which the notice from the trustee or receiver is received by
the Commissioner; but the suspension under this sentence qhalI in no
ease be for a period in excess of two years. Claims for the deficiency
and such interest, 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 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(a) 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-
payer in any bankruptcy proceeding or the appointment of a receiver
or any 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 (together with all interest, additional amounts, or
additions to the tax provided for by law) determined by the Commis-
ioner in respect of a tax imposed by this title upon such taxpayer

shall, despite te provisions of subdivision (a) of section 274, be imme.
diately assessed if such deficiency has not theretofore been assessed in
accordance with law. In suh. cases the trustee in bankruptcy or
receiver shall give notice in wnritinF to the Comdssioner of the adludi.
cation of bankruptcy or the appointment of the receiver, and the run
ning of the statute of limitations on the makinq of assessments shall be
supended for the period from the de of addition in bankruptcy



225

or the appointment of hpe reoeiver to a date 80 days after the daie upon
wioh th notice from the trustee or receiver is received by the Commnis-
sioner but the suspension under this sentence shall in no case be for a
period in ewes of twQ years. Claim for the deficiency and such inter-
est. 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 pending, despite the pendency
of proceedings for the redetermination of the deficiency in pursuance
of a petition to the Board; but no petition for any such redetermination
shall be filed with the Board after the adjudication of bankruptcy or
the appointment of the receiver.

1 (b) The amendments made by subsection (a) shall not

2 apply in any case in which the adjudication has occurred,

3 or the receiver has been appointed, prior to the date of the

4 enactment of this Act.

5 SEC. 506. RETROACTIVITY OF REGULATIONS, RULINGS, ETC.

6 Section 1108 of the Revenue Act of 1926, as amended,

7 is amended to read as follows:

8 "SEe. 1108. The Seoretary, or the Commissioner with

9 the approval of the .Secretai-y, may prescribe the extent, if

10 any, to which any ruling, regulation, or Treasury Decision,

11 relating to the internal revenue laws, shall be applied without

12 retroactive effect."

Nom.-Section 1108 of the Revenue Act of 1926, as amended, which
is amended by this section, reads as follows:

Sr.c. 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 a4t'lA ime of tl6'4ale 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 such arti-
cle, relying upon the ruling, regulation, or Treasury decision.

J. 41951-15
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I SEC. 507. EXAMINATION OF BOOKS AND WITNESSES.

2 The Commissioer, for the purpose of determining the

3 liability at law or in equity of a transferee of the property

4 of any person with respect to any Federal taxes imposed

5 upon such person, is hereby auhorized, by any officer or

I employee of the Bureau of Internal Revenue, including the

7 field service, designated by him for thiit purpose, to examine

8 any books, papers, records, or memoranda bearing upoht

9 such liability, and may require the attendance of the tran-

10 feror or transferee, or of any officer or employee of such

11 person, or the attendance of any other person having knotJi-

12 edge in the premises, and may take his testimony, with

13 reference to the matter, with power to administer oaths io

14 such person or persons.

1"5 SEC. 508. SALE OF PERSONAL PROPERTY UNDER DISTRAIN.

16 Section 3192 of the Rwised 8tatutes is amended id

17 read as foUows:

18 "SEc. 3192. When m*y perye for sale

20 t a* et ite beet M4 t6 aw" W for ewh

21 p~p*yis iit eqt4to the tmt of the teit- te eeeetei

22 oiwy, theofflt i 4" nte d aef*&iffa

23 ame et Sd eeiigl the said t*. A4 e Ptw-

24 ehw emW be 961dbyOoet6 * ** 4 0h -aW66O

2.5 ae mayp re w '6e~b4 h
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1,2 A4A- Wfefd 4~ omo

4 af tyhlem be). fthelp 4ef61yiiig &I1 Iiwfideh M ~4

5 fee* When any personal property is advertised for sale

6 under distraint as aforesaid, the officer making the seizure

7 shall proceed to sell such property at a public auction,

8 offering the same at a minimum price, including the expees

9 of making the levy and of advertising the sale, and if the

10 amount bid for such property at the sale is not equal to the

11 minimum price so fed, the officer conducting the sale may

12 declare the same to be purchased by him for the United States.

3 The property so purchased may be sold by the collector within

14 whose distrid the sale was made under such regulations as

15 may be prescribed by the Comminer of Internal Revenue,

16 with the approval of the Seoretary of the Treasury. The

17 collector shall.render to the Commissonr a distinct account

18 of all charge. incurred in such sales, and, in case of relale,

19 shall pay into the Treasury the proceeds as provided in

20 section 3210 of the Revised Statutes, as amended,"

21 SEC. 509. DISCHARGE OF LIENS.

22 Section 3186(c) of the Revised Statutes, as amended

28 is amended by adding at the end thereof the following new

paragraph: I ... .
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1.. "(4) May issue a certificate of disharge of' any pdrt

2 of the property subject to the lien if there is paid over to

8 the collector in part satisfaction of the taxpayer's liability

4 in respect of such tax an amount determined by the Corn-

5 missioner to be equal to the fair market value of the taxpayer's

6 equity in the part to be so discharged."

Nom.-Section 8186(c) of the Revised Statutes, will, after the abqve
amendment read as follows:

(c) Subject 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
in 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 respect thereof, has been satisfied or has become unenforceable;

(2) May issue a 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 prescribed-by law (including any
Oxtesoz0 of sqch time), and that is in accordance with such require.
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 discharge of any part of
the property subject to the lien if the collector finds that the fair
nirket value of that part qf such propery 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
pro M a isuea certicate o discharge of any part of the property
subject to th lien if there is paid over to the colWtor in pqrt eatsfac-
tI". of th- taxpayers liabiity in respeot of sth taw an amount deter-
mined by the omdssioner to be equal to the fair market value of the
tompayer'a equity in the part to be 8o discharge.

7 Sc. 510. JEOP4RDY ASSESSMENTS.

8 Section 1105 of the Revenue Act of 1932 is amended

9 to read as follows:

10 "SEC. 1106. JEOPARDY ASSESSMENT.

t1 ,."- 4 the Q-.g*oq finds tw e eoa tO e t4e

13 ,,....... reve. nue s ..k:m.e.. Iq~f to th,,e,. Uftite
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23 such tax has expired, immediately assess such tax (together

24 with all intere4 and penalties the assesment of which is
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1' provided for by law). Such tax, penalties, and interest shl

2 thereupon become immediately due and payable, and im-

8 mediate notice and demand shall be made by the collector for

4 the payment thereof. Upon failure or refusal to pay such

5 tax, penalty, and interest, collection thereof by distraint shall

6 be lawful without regard to the period prescribed in Section

7 8187 of the Revised Statutes, as amended.

"8 "(b) The collection of the whole or any part of the

9 amount of such assessment may be stayed by filing with the

10 collector a bond in such amount, not exceeding double the

11 amount as to which the stay is desired, and with such sureties,

12 as the collector deems necessary, conditioned upon the pay-

1.3 ment of the amount collection of which is stayed, at the

14 time at which, but for this section, such amount would be

15 due."

16 SEC. 511. GIFTS OF PROPERTY SUBJECT TO POWER.

17 Subsection (c) of section 501 of the Revenue Act of
18 1932 (relating to the inapplicability of gift tax in the case

19 of the transfer of property in trust subject to the power of

20 the donor to revest title in himself) is repealed.

NoTE.--Section 601 to) of the Revenue Act of 1932, repealed by the
above provion, reads as follows:

whm 4 do 40eiVth est iat. deneWe, with e peeya e

bye.t.Feyguth ef"he ep-i's 4.oi 00 kehett heayey
to he e 4 eow freer 4 lib e s ee h er, sh Well
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I SEC. 512. GENERAL COUNSEL FOR THE TREASURY.

2 (a) There is hereby created in the Department of the

8 Treasury the office of General Counsel for the Department

4 of the Treasury (hereinafter in this section referred to as

r the "General Counsel"). The General Counsel shall be

s appointed by the President, by and with the advice and

consent of the Senate, and shall receive compensation at

8 the rate of $10,000 per annum., The General Counsel shall

c be the chief law officer of the Department, and shall perform

,6 such duties in respect of the legal activities thereof as may

I be prescribed by the Secretary or required by law. The

12 Secretary may appoint and fi the duties of such Assistant

13 General Counsel (not to exceed six) and such other officers

14 and employees as he may deem necessary to assist the G en-

15 eral Counsel in the performance of his duties. The Secre-

16 tary may designate one of such Assistant General Counsel

17 to act as the General Counsel during the absence of the

18 General Counsel. The General Counsel is authorized to

19 delegate to any A.sistant General Counsel any authority,

20 duty, or function which he is authorized or required to exr-

21 cise or perform. The Assistant (Oeneral. Couqpl provided

22 for in this subsection may be appointed and compensated

23 without regard to the provisions of the Classification Act

24 of 1923, as amended, and the Civil Service laws, and shall

25 receive compensation at suc4 rate (not in excess of $10,000
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1 per annum) as may be fixed by the Secretary. The rate

2 of compensation of any person appointed under the pro-

8 visiosW of this subsection shall be subject to the reduction

4 applicable to officers and employees of the Federal Govern-

5 ment generally.

6 (b) The offices of General Counsel for the Bureau

7 of Internal Revenue, Assistant General Counsel for the

8 Bureau of Internal Revenue, Solicitor of the Treasury,

9 and Assistant Solicitor of the Treasury are hereby abolished.

10 The powers, duties, and functions of such offices are hereby

11 transferred to the General Counsel. This subsection shall

12 take effect when the General Counsel first appointed under

13 subsection (a) qualifies and takes office.

14 (c) Nothing in this section shall be construed to affect

15 the duties, powers, or functions imposed upon, or vested in,

16 the Department of Justice, or any officer thereof, by existing

17 law.

18 SEC. 513. ASSISTANTS IN THE TREASURY.

19 The Secretary of the Treasury is authorized (without

20 regard to the Classification Act of 1923, as amended, and

21 the oCivil, ervie ,kws),, to appoint and fix the compensation

22 of ten assistants at rates of compensation of not to exceed

23 $10,000 per annum, but the rates so fixed shall-be subject

24 to the reduction applicable to officers and employees of the
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1 Federal Government generally. The Seoretary is author-

2 ized to delegate to such assistants any authority, duty, or
8 function which he is authorized or required to exercise or

4 perform. Whenever the President declares by Executive

5 order that the emergency requiring the appointments under

6 this section has ceased to exist, the persons appointed under
7 this section shall cease to hold office under this section, and the

8 power of the Seoretary under this section shall terminate.

9 SEC. 514. PENALTIES AND AWARDS TO INFORMERS WITH RE.

10 .SPECT TO ILLEGALLY PRODUCED PETROLEUM.

11 (a) Any person liable for tax on any income from

12 illegally produced petroleum, who wilfully fails to make

18 return showing such income within the time pre 'ribed by

14 law or 30 days after the enactment of this Act, whichever

15 expires later, shall, in addition to all other penalties pre-

16 scribed by law, be liable to a civil penalty of $500 plus

17 $50 for each day during which such failure continues.

18 (b) Any person not an officer of the United States

19 who furnishes to the Commissioner or any collector original

20 information leading to the recovery from any other person

21 of any penalty under this section may be awarded and paid

22 by the Commissioner a compensation of one-half the penalty

23 so recovered, as determined by the Commisn.
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1 (c) A used in t section, the iti i "

2 Viegally pr oduced petroleum means any/ in (not

3 shown on a return made within the time prescribed by taw

4 or 30 days after the enactment of this Act, whichever expires

5 later) arising out of any iale or purchase of crude petroleum

6 withdrawn /rom the ground subseque'nt to January 1, 1982,

7 in violation of any Stats 6r Federal 'law (not including

8 withdrawal in violation of an' code o) fair competition

9 approved under the National Industrial Recovery' Act or

10 illegal withdrawal the penalties for which have been ,niti-

11 gated or satisfied in pursuance of law pricr to the enactment

12 of this Act), or arising out of any fee derived from acting

13 as agent for any seller or purchaser in connection withi a
I a

14 sale or purchase of such petroleum or products thereof, or

15 any amount illegally received by any person charged with

10 the enforcement of law with respect to such petroleum" or

17 products thereof.

18 SEC. 515. POSTAL RATES.

19 Section 1001 (a), as amended, of the Revenue Act

20 of 1932; and sectioft 2 ofthe Act entitled "An Act To extend

21 the gasoline tax for one year, to modify postage rates on

22 mail matter, and for other purposes ", approved June 16,

23 1933,. are amended by strikin) out "1934" wherever such

24 date appears and inserting in lieu thereof "1935 ",
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Norx.-Seetion' 1001 (a), as amended, of the Revenui Act of 192
will, after the abose amendment, read as follows:
SZ,, IN . POSTAL RATES.

(a) On and after the thirtieth day after the date of the enactment
of this Act and until July 1, 084 193, the rateof postage on allmil
matter of the first class (except postal cards and private mailing or
post cards, and except other first class matter on which the rate ,of
potage under existing law is 1 cent for each ounce or fraction thereof)
shall be 1 cent for each ounce or fraction thereof in addition to the rate
provided by existing law: Provided, T ht such additional rate shall pot
apply on or after July 1, 1933, to first-class matter mailed for lcal
delivery.

Section 2 of the Act entitled "An Act to extend ,the, gasoline tax
for one year, to modify postage rates on mail matter, and for other
pur0ww" approved June 16, 1933, will, after tie above amendment,
reau as fotlows: • r t a a e n e

Sza. 2. The President is authorized during the period ending June
30, 4094 1936, to proclaim 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
survey by him he may deem advisable by reason of increase in business,
the interests oi the public or the needs of the Postal Service and such
modifications shall be iW effect on and after such date as he shah proclaim
and until July 1, 44 196. 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 receipts
specified in section 1001(c) of the Revenue Act of 1932 as amended by
this Act, which percentages shall be in offect during the period such
modification of the rate of postage on first-clas matter i 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

2 SEC. 601. FRUIT JUICE TAX.

3 Subsection (a) of section 615 of the Revenue Act of

4 1932 (relating to the tax on soft drinks) is amended as

5 follow.:

6 (a) Paragraph (2) thereof is repealed;

7 (b) Paragraph (3) thereof is amended to read as

8 follows:.

9 "(2) Upon all imitations of unfermented fruit

10 juices (except grape juice), in natural or slightly con-

centrated form (a, distinguished from finished or foun-it
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1 tain Myrps), intended for consumption as beverages

2 with the addition of water or water and sugar, and

8 upon all carbonated beverages, commonly known as

4 soft drinks (except those described in paragraph (1)),

5 manufactured, compounded, or mixed by the use of

6 conentrate, essence, or extract, instead of a finished

7 or fountain syrup, sold by manufacturer, producer, or

8 importer, a tax of 2 cents per gallon."; and

9 (c) Paragraph (4) thereof is amended by striking

10 out "(except grape juice)", and by striking out "ptire

I I apple cider" and inserting in lieu thereof "fruit juices ".

NoTE.-Paragraphs (2), (3), and (4) of section 615 (a) of the
Revenue Act of 1932 will, after the above amendments, read as follows:

SEC. $15. TAX ON 80F DRINKS

(a) There is hereby imposed-
* * $ $ 0 0 *

u~cme--e gr "" e ift aete or eeneenlra Iffmn

*wehi' a" Beuga hee beent add tkf P" een~tm ef less
4 9sae by weigM sel by 4he 0u,0,et4" e4 6 eest gagp!en.

*8* (2) Upon all imitations of unfermented fruit juices (except grape
juic), in natural or sli§htl concentrated femt er eteh ftiit iieee 4e
wz " --a- been added orm (as distingished from finished or foun-
tain syrups), intended for consumption as beverges with the addition
of water or water and sugar, and upon all i,-.a'i'ns e my seeh frv4
: eee, *" open *i carbonated beverages commonly known, as soft
drinks (except those described in paragraph (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 galon.

(4) Upon all still drinks p p . itoee, ontaining less than
one-hall of 1 per centum of alcohol by volume, intended for consumption
as beverages in the form in which sold(except natural or artificial mineral
and table waters and imitations thereof, and "rae eidei'frtUiUjuiu),
sold by the manufacturer, producer, or importer, a tax of 2 cents per
gallon.

12 SEC. 602. TAX ON CERTAIN OILS.

13 (a) There is hereby imposed upon the first domestic

14 processing of coconut oil or sesame oil, or of combinations or
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1 mixtures brought into the United States in chief value of

2 either or both such oils, a tax of 5 cents for each pound

8 thereof processed, which shall be paid by the processor.

4 For the purposes of this section, the term "first domestic

5 processing" means the first use in the United States, in the

0 manufacture or production of an artile,e intended for sale,

7 of the article with respect to which the tax is imposed.

81 (b) Each processor required to pay the tax imposed by

9 his section shall make monthly returns under oath in dupli-

10 cate and pay the tax to the collector of internal revenue

11 for the district in which is located his principal place of

12 rosiness, or if he has no place of business in the United

18 States, then to the collector of internal revenue at Balti-

14 more, Maryland. Such returns shall contain such infor-

15 mation and-be made at such limes and in such manner as the

16 Gommmsioner of Internal Revenue, with the approval ofwthe

17 Secretary of the Treqsury, may by regulations prescribe.

18 The tax shall, without assessment by the Commioer or

19 notice from the collector, be due and payable to the collector

20 at the time so fixed for fling the return. If the tax is not

21 paid when due, there shall be added as, part of the tax interest

22 at the rate of 1 per centum per month from the time the

23 tax became due until paid.

24, (c) Subject to such rules and regulations as the Com-

.25. misioner, with the approval of the Secretary, may prescribe,



1 any person who has 8oldto a State, or political, subdivism

2 thereof, for use in the exercise of an essential governmental

3 function any article containing any such oil, combination,

4 or mixture, upon the proceing of which a- tax has been

5 paid under this section shall be entitled to a credit or refund

6 of the tax paid with respect to the quantity of such oil, cqm-

7 bination, or mixture contained in such article.

8 (d) Upon the exportation to any foreign country or

9 to a possession of the United States of any article wholly

10 or in chief value of an article with respect to the processing

11 of which a tax has been paid under this section, the ex-

12 porter thereof shall be entitled to a refund of the amount

18 of such tax. Upon the giving of bond satisfactory to the

14 Secretary for faithful observance of the provisions of this

15 section requiring the payment of taxes, any persw shall

16 be entitled, without payment of the tax, to process for such

.17 exportation any article with respect to which a tax is im-

18 posed by this section.

19 (e) If (1) any person has, prior to January 26,

20 1934, made a bona fide contract for the sale on or after

21 the effective date of ,this section of any article wholly or

22 in chief value of an article with respect to. which a taxis im-.

23 posed by this section or of any article with respect to which a

24 tax is imposed by this subsection, and if (2) such contract

25 does not permit the addition to the amount to be paid
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thereunder' of ,the whok of such tax, then (uneb, the c04-

2 -tract e-pressly prohibits such addition) the amount to be

3 paid thereunder of the whole of such tax, th" (unless

4, the contract expressly prohibits such addition) the vendee

5 shall pay so much of the tax as is not permitted to be

( added to the contract price. Taxes payable .by the vendee

7 shall be paid to the vendor at the time the sale is i con-

$ summated and shall be returned and paid to the United

9 States by the vendor in the same manner as other taxes

1.0 under this section. In case of failure or refusal by the

I I vendee to pay such taxes to the vendor, the vendor shall

12 report the facts to the Commissioner, who shall cause col-

13 election of such taxes to be made from the vendee.

14 (f) All provisions of law (including penalties) appli-

15 cable in respect of taxes imposed by section 600 of the Revenue

16. Act of 1926 shall, insofar as applicable and not inconsistent

17 with this section, be applicable in respect of the taxes imposed

18 by this section.

19 . (g) All collectims under this sectwn shall, notwith

20 standing any other provisions- of law, be covered into

21 the general fund of the Treasury of the United States.

22 SEC. 603. TAXES ON LUBRICATING OIL AND GASOLINE.

23 (a) Effective on the thirtieth day after the date of the

24 enactment of this Act, the second swatence of. sectift

25 601 (o) (1), of. the Revenue Act of 1932, as amended, :is



1 amended to read as follows: " U.a -l i eseibed

2 by e@emis e wM o t6 th e 9o8 1* 4a* 4Wai be imesd de thi seesi Of ipett kub~'iig

4 o&ile eltoea miufewe or owdie f kthMli 0& eIfe

5 ,es&Ie 4y hi- but iffi the ptwpeses f "hi ti" sw&e v~endee

6 sholl be eeiisideied the manafeetuwe~ e ue of QW4,

7 lktbiietisg o&l Any person to whom lubricating oils

8 were sold tax-free under this paragraph prior to the

9 effective date of its amendment by the Revenue Act of

10 1934, shall be considered the manufacturer or producer

11 of such lubricating oils. Evenj person liable for tax under

12 this paragraph shall register and.ile. bond as provided in

13 section 617. No sale of lubricating oil after the effective

14 date of the amendment of this paragraph by the Revenue

15 Act of 1934 shall be tax-free under section 620 and no

16 credit with respect to tax on any such sale shall be allowed

17 under section 621(a) (1). A credit against tax under this

18 paragraph, or a refund, may be allowed or made to a manu-

19 facturer or producer with respect to the sale (after the effec-

20 tive date of the amendment of this section by the Revenue

21 Act of 104) of lricating oils if the manufacturer or
22 producer has in his possession such evidence as the regula-

23 tione may prescribe (1) that such lubrioatin oils have been

24 used by any other person in the manufacture or production

25 of any article upon which tax has bm pid, Un4er tile



u .nd (2) the manufacturer or producer has repaid or agreed

2 to repay the amount of such tax to his vendse or has obtained

8 the written consent of his vendee to the allowance of uch

4 credit or refund."

5 (b) Effective on the thirtieth day after the enactment of

6 this Act, section 617 of the Revenue Act of 1932, as amended,

7, is further amended to read as follows:

8 "SEC. 617. TAX ON GASOLINE.

9 Teherehyimpsed ORaesowe1by 6e

10 ther efor by a Ofat"Ofeefe e

12 the @---.---s.ie'af, wit the apra of t6h ef A kfet m the

13 t"99nt it4eeseo e oapd&o

14 gs~~

15 If apej of vet't (AIMwseehi
16 60 jr&fm I i ft

18 pes of " We be eeesi4 a %6

19 e H i eetiea-

20 ( the eem ",',.a .. eem.

22 toUMgAseI of oWe ae ipife tee

28 WM itj ieIde2 Meeil eel ab~ie n
24 hiehaittelfe.4be

24, 1 -y eth &W we of w" is a &WterO th

Jo. 41951---16



242

'id ffde he e%4 ' fe * tI e ttherwihse a e W e fe 6e

5fiteh

"(a) There is hereby imposed on gasoline sold by the

7 produce' or importer thereof, or by any producer of gaso-

8 line, a tax of 1 cent a gallon.

. "(b) If a producer or importer uses (otherwise than

.10 in the production of gasoline) gasoline produced or im-

1i ported by him, such use shall for the purposes of this title

12 be considered a sale.

13 "(c) As used in this section-

14 "(1) the term 'producer' inchdes only pro-

15 ducers, refiners, compounders, and blenders; but any

16 person who purchased gasoline free of tax under Otis

17 section prior to the effJecive date of its amendment

18 by the Revenue Act of 1934 shall be considered the

19 producer of such gasoline.

20 "(2) the term 'gasoline' meats (A) all products

01l comnumly or commercially kiown or sold as gasoline

22 (including casinghead and natural gasoline), benzol,

23. benzene, or naphtha, regardless of their classifwation

24 or uses; and (B) any other liquid which is prepared,

.25 advertised, offered f*1,. Ale or sold for use as. or ud
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1 as, a fuel for the propulsiwn of motor vehicles, moto'

2 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

6 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 amendmett

12 of this section by the Revenue Act of 1934) of gasoline if

18 the producer or importer has in his possession such evidence

14 as the regulations may prescribe establishing that- (1) such

15 gasoline (A) has been, used by any other person as material

16 in the 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 anl 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,,w airpa #,ad (2) tW

22 producer or importer has repaid or agreed to repay the

23 amount of such tax to his vendee or has obtained the written

24, consent of u vendee to the allowance of the credit or

25 refund.
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1I "(f), Emey person subject to. tax undler thitssection qr

2 action 601(c) (1) shall, within 30 days, after the. enact

8 of the Remue Act of 1934, or before commencing businev,

4 register with the collector for the district in which is located

5 his&p rnoplplace of business orif he ho no r pr=c place

6 of business in the United States, with the collector at Bati-

7 more, Maryland, and shall give a bond, to be approved by

8 xuc collector, conditioned that he shall not engage in any

9 attempt, by himself or by collusion with others, to defraud

10 the United Stata of any tax under such sections; that h

11 shall render truly and completely all returns, statements,

12 and inventories required by law or regulations in pursuace

13 thereof and shall pay all taxes due under ach sections; that

14 whenever his sales for any month exceed or are likely to

15 exceed the amount upon which the sum of such bond was

16 based he shall immediately give notice thereof to such col-

17 lector; and that he shall complyivith all requirements of law

18 and regulations in pursuance thereof with .respect to tax

19 under such sections. Such bond shall be in such sum as the

20 collector may, require in axcordance with regulations pro-

2,scr"ed byjpdw Gompeewoner with the approval of the Secre-

22 tary, but not less than $2,000. The collector may from tim

23 to timeo require new or additional bond in accordance with

24 this sti. Every person who incurs any liability for ta

25 under this section or section 601(c) (1) after 30 days after
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I the enadment of the Revem Act of 1934, Without first regis-

2 tering and giving bond as required by this subsection, shall

8 upon conviction thereof be fined not more than $5,000 or

4 imprioned not more than five years, or both, together with

5 the coat of proscution."

6 SEC. 64. TAX ON PRODUCTION OF CRUDE PETROLEUM.

7 (a) There is hereby imposed on crude petroleum pro-

8 duced in the Unied States a tax of one-tenth of I cent per

9 barred of 42 gallons, to be paid by stamp by the producer

10 prior to removal from the premises where produced, refining

11 on the premises, or any other disposition of such petroleum.

12 In determining the quantity of crude petroleum produce,

13 proper allowance shall be made for basic sediment and water.

14 (b) The Commissioner shall issue suitable stamps

15 denoting the payment of the tax imposed by this section to

16 each collector, upon his requisition, in such .numbers as may

17 be necessary in his district. Such stamps shall be in such

18 form and denominations as the Comm ssiner shall prescribe,

19 and shal be sold by the collector to producers only, upon

20 application under oath showing necessity therefor.

21 (c) No person shall truMtponyorvdpetrolm

22 from the premises where produced, or rweei crude pebv-

2$ leum from such transportation, unless such transportation is

24 covered by a run tiet, bill of ladi, or siilar document

245 bearinoj *tmps denoting the payment of tax om xAh petro-
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I leum, cancelled as prescribed by regulations under this se-

2 tion. Any crude petroleum transported or received in viola-

3 tion of this section shall be'forfeited to the United States.

4 Every person receiving any crude petroleum from trans-

5 portation from the prnemises Where produced shall presence

6 such stamped documents as a part of the records required

7 by law or regulations in pursuance thereof.

8 (d) If any person other than the producer has any

9 interest in crude petroleum subject to tax under this section,

10 such person shall, in lieu of the producer, be liable for so

11 much of such tax as is proportionate to his interest in such

12 petroleum. The tax imposed by this subsection shall be col-

13 lected from such person by the producer, who shall pay such

14 tax to the United States in the same manner as taxes imposed

15 by subsection (a). The producer may collect such tax In

16 withholding the amount thereof fron any payment to such

17 person with respect to such petroleum, and the producer is

.18 hereby indemnified against the clain and demands of such

19 person for any amounts withheld in accordance with this

20 subsection.

L 9 , (),Xvery pmdur shall (in addition to records and

22 reports otherwise required by law or regulation) keep ith

28 records of his daily crude oil production as shall be pro-

24 scrib by regulations under I4is section, and shall make

25 mntly re-ports thereof under oath at such times atd in such
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1 manner as the regulations shall presm-ibe. Recoi and re-

.2 ports required under this, section shall be open to inspection at

3 all reasonable hours by any duly authorized representative

4 of the Commissmier or any agency of the United States or

5 any State having supervisory or regulatory powers over

6 the production of crude petroleum.

7 (f) If (1) any person, has, prior to the enactment of

8 this Act, made a bona fide contract for the sale of crude

9 petroleum with respect to which a tax is imposed by sub-

10 section (a) or (b) or this subsection and (2) such contract

11 does not permit the addition to the amount to be paid there-

12 under of the whole of such tax, then (unless the contract

13 expressly prohibits such addition) the vendor shall not be

14 liable for so much of the tax as 'is not permitted to be added

15 to the contract price, and the vendee shall pay a tax on the

16 petroleum purchased equivalent to the amount of the prodtc-

17 lion tax not peniitted, to be added to the contract price.

18 Taxes payable by the vendee shall be paid to the vendor at

19 the time the sale is consummated and shall be paid to the

20 United States by the producer in the same manner ai taxes

21 imposed by subsection (a). 1& easy pf failbrt or refusal

22 by the vendee to pay such taxes to the vendor, the vendor
23 shall report the faits to the Commissioner, who shall caus

.4 collect of such taxes tq be made from the ome e,



1(g) As used in'. this section the term, "producer"

2 means th person, operating a well'producing orude petroleum

3 or, othrwie taking crude petroleum from the eartk or waters

4 theef.

(h) The Commissioner, with the approval of the Secrs-

6 tary, shall prescribe' such regulations as In deems necessary

7 forthe enforcement of thiSsec6ion

8 (i) AU prvi of law (including penalties) ap-

Spicable with respect to the taxes imposed by section 600 of the

10 Revenue Act of 1926, shall, in so far as applicable and not

11 inonistent with this section, be applicable, with respect to

12 the taxe imposed by this section.

18 (j) Any person who -violates any provisn of this

14 section or who, with intent to defraud, falsely makes, forges,

15 alters, or counterfeits any stamp made or used under this

16 section, or who uses, sells, or has in his posseicn'any such

17 forged, altered, or counterfeited. stamp, or any plate or die

18 used or which may be twed in the manufacture thereof, or

19 who makes, uses, sells, or has in his possession any paper

20 in imitation of the paper used in the manufacture of any

2-1o suck mp or, makess any false statement in any appli-

22 -cation for stamps under this section, or who has in his

23, ponewson any- such stamp obtained by him otherwise than

24 as provided. in this section or who sell or transfers any

25 suwh stamp othrwie than as provided in this seci shoa4
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I 1, ValOwvifn, be punished by a fimno ~t exoeeding $10,O000

2 or by impriown at hard labor not ewb'ding, five years,

$ or b,both.

4 (k). This section .shall. take. efect on the day, after the

5 date of the eactmen of this Act. The Commissioner with the

0' appov toh. 6 crdtary may provide by-regulation for the

7 payment of' tUw tqg vmposed by thiie setion by return until

8 ~,~ (asp qifedi ns h regulation.) as the stamps

9. required by this section will be availabk. The provwons

10 of mbweio. (o) 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 petroleum

13 refined. or processed in the United States, a tax of one,

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.

16 duced or recovered in the. United, States from natural gas

17 a tax of one-tenth of on.# cemt per barrel of forty4wo gal-

18 low, to be paid by.the person producing or recovering, such

19 gasoline.

20' (b)Every person liable for ta uder is section

21 shall make monthly returns u*4w,44 i imitate fo.

22 each plant or refnery, and pay mh tazm, to, the collector

28 for the district in which such plant or refiner is located.

24 Sch, returns h contains u f: Omation ax4 be made

0,at aK -*~w qnd i* #44A "W.ne as the Copwwmissimwe wTA
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1 the approval of the Secretary may b regulations prescribe.

2 The tax shall, without assessment by the Commissiner or

3 notice /rom the collector, be due and payable to the 'collector

4 at the time fred for filing the return. If the taxi is not pail

5 when due there shall be added as part of the tai, interest at

6 the rate of one per centum a month from the time when the

7 tax becomes due until paid. Every refiner or processor

8 shall (in addition to records otherwise required by law

9 or regulation) keep such records as shall be prescribed by

10 regulations under this section showing daily receipts, stocks,

11 and disposals of crude petroleum and the names and ad-

12 dresses of the persons from whom received. Every person

13 handling, transporting, storing, or- dealing in any manner

14 in crude petroleum shall keep such records with respect to

15 transactions in crude petroleum as shall be required by

. 16 regulations under this section. Returns and records required

17 under this section shall be opento inspection at all reasonable

18 hours by any duly authorized representative of the Coin-

19 missioner or any agency of the ,United States or any State

20 having supervisory or regulatory powers over the produc-

22 (c) If (1) any person has, prior, to the enactment of

23 this Act, made a bona fide contract for, the sale of gasoline

24 or any product of crude petroleum upon which gasoline or

251 petroleuma tax is imposed by subsection (a) or wit4 respeq$
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1 to which gasoline or product a tax is 'imposed b this stubsec-

2 tion and (2) such contract does not permit the addition to

3 the amount to be paid thereunder of the whole of such tax,

4 theit (unless the contract expressly prohibits such addition.)

4 the vendor shall not be liable for so much of the tax under

6 subsc# rm (a) as is not permitted to be added to the contract

7 price, and the vendee shall pay a tax on the article purchased

8 equivalent to the tax undersubsection (a) not permitted to

9 be added to the contract price. Taxes payable by the vendee

10 shall be paid to the vendor ait the time the sale is -consummated

11 and shall be paid to the United States by the vendor in Jhe

12 same manner as taxes imposed by subsection (a). In case

13 of failure or refusal by the vendee to pay such taxes to the

14 vendor, the vendor shall report the facts to the Commissioner,

15 who shall cause collection of such taxes to be made fron the

16 vedee.

17 (d) As used in this section, the term "gasoline" means

18 gasoline as defined in section 617 of the Revenue Act of

19 1932, as amended.

20 (e) The Commissioner, with the approval of the Secre-

21 tary, shall prescribe such reguldhtiw W. he) 1env incessary

22 for the enforcement of this section.

23 (f) All provisions of law (including penalties) appli-

'24 cable with respect to the taxes imposed by section 600 of the

25 Revenue Act of 1926, shall, in so far as applicable and -not
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1 inconsistent with this section, be applcabe with respect to

2 taxs imposed by this section.

3 (g) This section hal take elect on th day after the

4 date of d enactment of this Act.

5 -SEC. 606. TERMINATION OF BANK CHECK TAX.

6 Section 751, as amended, of the Revenue Act of 1932

7 is amended by striking out "July 1, 1935" and inserting

8 in lieu thereof "January 1, 1935 ".

No.--Section 761 (a), as amended, of the Revenue Act of 1982
imposuin a tax on checks, etc., will, alter the above amendment, read
es follows:
SEC. 751. TAX ON CHECKS. ETC.

(a) There is hereby imposed a tax of 2 cents upon each of the
following instruments, presented for payment on or after the 15th
day after the date of the enactment of this Act and before Jtiy 41
ioa& January 1, 1936. Checks, drafts, or orders for the payment of
money, drawn upon any bank, banker, or trust company; such tax to be
paid by the maker or drawer.

9 TITLE V--GENERAL PROVISIONS

10 SEC. M4 701. DEFINITION&

11 (a) When used in this Act-

12 (1) The term "person" means an individual,
.i.' If

13 a trust or estate, a partnership, or a corporation.

14 (2) The term "corporation" includes associa-

15 tions, joint-stock companies, and insurance companies.

16 (3) •The t~rm "partnership" includes a syndi-

17 cate, group, pool, joint venture, or other unincorpo-

18 rated organization, through or by means of which any

19 business, financial operation, or venture is carried on,

and which is not, within the meaning of this Act, a20
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I trust or estate or a corporation; and the term "part-

2 ner" includes a member in such a syndicate, group,

3 pool, joint yenture, or organization.

4 (4) The term "domestic" when applied to a

5 corporation or partnership means created or organized

o in the United States or under the law of the United

7 States or of any State or Territory.

8 (5) The term "foreign" when applied to a oor-

9 poration or partnership means a corporation or part-

10 nership which is not domestic.

11 (6) The term "fiduciary" means a guardian,

12 trustee, executor, administrator, receiver, conservator,

i or any person acting in any fiduciary capacity for any

14 person.

15 (7) The term "withholding agent" means ay

16 person required to deduct and withhold any tax under

17 the provisions of section 143 or 144.

18 (8) The term "stock" includes the share in an

19 association, joint-stock company, or insurance com

20 pany.

21 (9) The term "shareholder" includes a member

22 in an association, joint-stock company, or insurance

28 company.

24 (10) The term "United States" when used in a

25 geographical sense includes only the States, the Terri-
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1 tories of Alaska and Hawaii, and the District of

2 Columbia.

3 (11) The term "Secretary ". means the Secretary

4 of the Treasury.

5 (12) The term "Commissioner" means the Con-

6 missioner of Internal Revenue.

7 (13) The term "collector" means collector of

8 internal revenue.

9 (14) The term "taxpayer" means any person

10 subject to a tax imposed by this Act.

11 (b) The terms "includes" and "including" when

12 used in a definition contained in this Act shall not be deemed

13 to exclude other things otherwise within the meaning of

14 the term defined.

15 SEC. M 702. SEPARABILITY CLAUSE.

16 If any provision of this Act, or the application thereof

17 to any person or circumstances, is held invalid, the remainder

18 of the Act, and the application of such provisions to other

19 persons or circumstances, shall not be affected thereby.

20 SEC. UW 703. EFFECTIVE DATE OF ACT.

21 Except as otherwise provided, this Act shaH take effect

22 upon its enactment.
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