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1 TITLE I-INCOME TAX

2 SUBTITIE A-INTRODUCTORY PROVISIONS

8 BBC. L APPLICATION OF TITLIL

4 The provisions of this title hA apply only to ta*

5 taxable ye W ud a tweeetdig tiwtbe year beginning

6 alter December 31, 1933. Inome, war-profits, and exce -
7 profits taxes for taxable years pfreetg alt tweble yew

8 40811 beginning prior to Jan uaqy 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 IX II1 of this Act or

12 by legislation enacted subsequent to this Act.

13 BEC. 2 CROSS REFERENCES.

14 The cross references in this title to other portions of

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

16 convenience, and shall be given no legal effect.

17 SEC. & CLASSIFICATION OF PROVISIONS.

18 The provisions of this title are herein classified and

19 designated as--

20 Subtitle A-Introductory provisions,

21 Subtitle B-Gcneral provisions, divided into Parts

22 and sections,

23 Subtitle C--Supplemental provisions, divided into

24 Supplements and sections.



1 SE. 4. SPECIAL CLAS 8I OF TAXPAYERS.

The application of the General Provisions and of Supple-

S ments A to D, inclusive, to each of the following spci

4 clase of taxpayers, shall be subject to the exceptions and

6 additional provisions found in the Supplement applicable to

6 such class, as follows:

7 (a) Estates and trusts mid the beneficiaries thereof,-

8 Supplement E.

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

10 (c) Insurance companies,-Supplement G.

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

12 (e) Foreign corporations,--Supplement I.

18 (f) Individual citizens of any possession of the United

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

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

16 (g) Individual citizens of the United States or domestio

17 corporations, satisfying the conditions of section 251 by.

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

19 soure within a possession of the United States,---Supple-

20 ment J.

21 (h) China Trade Act corporation,--Supplement K.
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12 (a) DEFINITION OF "SURTAX NET INcoME ".-As

13 used in this section the term "surtax net income" means the

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

15 income provided in section 25 (b).

16 (b) RATEs OF SuRTAx.-There shall be levied, ool-

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

18 income of every individual a surtax as follows:

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

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

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

22 $160 upon surtax net incomes of $8,000; and upon

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

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

25 $260 upon surtax net incomes of $10,000; and

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



1 eces of $12,000, 6 per cenum in addition of swh

2 e6XCe.

3 $380 upon surtax net iwme of $12,000; and

4 upon surtax net income. in ezess of $12,000 and not

5 in eess of $14,000, 7 per centum in addition of swh

6 exms

7 $520 upon surtax net income. of $14,000; and

8 upon surtax net income. in exces of $14,000 and wt

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

10 exess.

11 $680 upon surtax net income. of $16,000; and

12 upon surtax net income. in me of $16,000 and nd

13 in nesx of 02;000, 10 per centum in addition of

14 suck Mcess.

15 $880 upon surtx .net, inmme of $18,000; and

16 upon, surtax net inme* in eaaem of PA8,0O0 and aot

17 in xacessof $20,000, 12 per centum. in additionof suck

18 exceM

19 $1,120 upon surtax net income of $20,000; and

20 upon urtax net income in eces of $20,000 and not

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

22 such excess.

23 $1,400 upon surtax net incomes of $22,000; and

24 upon surtax net incomesin ece of $22,000 and mt
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1' in excess of $26,000, 16 per centum in addition of such

2 excess.

8 $2,040 upon surtax net incomes of $26,000; and

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

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

6 excess.

7 $3,120 upon surtax net incomes of $32,000; and

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

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

10 such excess.

11 $4,380 upon surtax net incomes of $38,000; and

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

18 in excess of $44,000, 24 per centum in addition of sh

14 es.

15 $5,820 upon surtax net incomes of $44,00; and

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

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

18 excess.

19 $7,440 upon surtax net incomes of $50,000; and

20 upon surtax net income. in excess of $50,000 and not

21 in exes of $56,000,30 per centum in addition of such

22 excess.

23 $9,240 upon surtax net incomes of $56,000; and

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

J. 48873-2
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in excess of $62,000, 33 per cent um in addition of such

2 excess.

3 $11,220 upon surtax net inones of $62,000;

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

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

6 such excess.

7 $13,380 upon surtax net incomes of $68,000;

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

9 not in excess of $74,000, 39 per centum in additiortof

10 such excess.

11 $15,720 upon surtax net incomes of $74,000;

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

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

14 such excess.

15 $18,240 upon surtax net incomes of $80,000; and

16 upon surtax net incomes in excess of $80,000 and noi in

17 excess of $90,000, 45 per centum in addition of stuh

18 excess.

19 $22,740 upon surtax net incomes of $90,000; and

20 upon surtax net incomes in exceed of $90,000 and not

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

22 such excess.

23 $27,740 upon surtax net incomes of $100,000;

24 and, upon surtax net incomes in excess of $100,000
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1 and not in excess of $150,000, 52 per centum in

2 addition of such excess.

8 $53,740 upon surtax net incomes of $150,000;

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

6 and not in excess of $200,000, 53 per centm in addi-

6 tion of such excess.

7 $80,240 upon surtax net incomes of $200,000;

8 and upon surtax net incomes in excess of $200,000

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

10 addition of such exce.

11 $134,240 upon surtax net incomes of $300,000;

12 and upon surtax net incomes in exces of $300,000

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

14 tion of such excess.

15 $189,240 upon surtax net income of $400,000;

16 and upon surtax net incomes in excess of $400,000

17 and not in excess of $500,000, 56 per centum in addi-

18 tion of such em .

19 $245,240 upon surtax net incomes of $500,000;

20 and upon surtax net incomes in excess of $500,000

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

22 addition of such excess.

28 $387,740 upon surtax net income of $750,000;

24 and upon surtax net incomes in e= of $750,000 and
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1 not in excess of $1,000,000, 58 per centum in addition

2 of such excess.

3 $532,740 upon surtax net incomes of $1,000,000;

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

5 59 per centum in addition of such excess.

6 fb rL OFi e MERES M Oai OR GAS WMe-W.RI

7 ttgeft fa atkibatabedtofe eit0e

8 ga osee seeie 40&

9 -Ae" Ci 1  o ra+,oe,-.e, te " iOd
10 --.-.-,.-'+" of W& ift f f of nom fil M.4 ''+',- ,. ift ew of

10n l iew Os~ai~af e"11 h~m d ¢ h $Jh ... .. +..

12 af wet i eeme ..ttih items of eptlgi t~lls

18 ia" ei604o *aw h

14ma,.--ee ee,-iee 401

15 (c) TAX 0N PERSONAL HOLDING COMPANIEs.-For

16 surtaz on personal holding companies, see section 351.

17 (d) E AVOIDANCE OF SUBTAXBS BY INqOQII

18 PoBATIoN.--For to* surtax on corporations which acutmi-

19 late surplus to evade avoid surtax on stockholders, see section

20 4.94102.

21 SEC. M3 TAX ON CORPORATIONS.

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

28 and paid for each taxable yeax upon the net income of every

24 corporation, a tax of 13- per centum of the amount of the

25 net income in excess of the credit against net income pro-
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1 vided in section 26. (For addition to rate in case of con-

2 solidated returns, see section 141.)

3 (b) EXEMPT COIRPOATONS.-For corporations ex-

4 empt from tax, see section 404 101.

5 (a) TAX ON PERSONAL HOLDING COMPANIES.-For

6 surtax on personal holding companies, see section 351.

7 4 (d) IMPROPER ACCUMULATION OF SURPLUS..

8 For t surtax on corporations which accumulate surplus to

9 eve e avoid .. ....nJ 1 .. v.. tea surtax on stockholders, se

10 section 44 102.

t4 1 sIC, w14 A&A re Pamom umWBG&GN 1A18 *wt A

12 DIP1M1NTP LAWS.

13 140 ep e ffi"ofto e

14 04se"h

16 Mo peded in eeetion 406:

16 . Part 1-Computation of Net Income

17 SEC. 21, NET INCOME.

18 "Net income" means the gross income computed

19 under section 22, less the deductions allowed by section 23.

20 SEC. 22. GROSS INCOME.

21. (a) GuN=w D INIIoN.---" Gross income" in-

22 cludes gains, profits, and income derived from salaries

23 wages, or compensation for personal service, of whatever

24 kind and, in whatever form paid, or from professions, voca-

25 tioew, trades, businesses,, commerce, or sale, or dealings in
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1 property, whether real or personal, growing out of the

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

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

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

5 and income derived from any source whatever. In the

6 case of Presidents of the United States and judges of courts

7 of the United States taking office after the deAe of th

8 eneei of i Aet June 6, 1932, the compensation

9 received as such shall be included in gross income; and all

10 Acts fixing the compensation of such Presidents and judges

11 are hereby amended accordingly.

i 12 (b) EXOLUSIONS nOM GRoss Iwoom.-Tho fol-

18 lowing items shall not be included in gross income and sha

14 be exempt from taxation uder this title:

15 (1) IM INEsUNOE.-.Amounts received under

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

17 the insured, whether in a single sum or i n

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

19 under an agreement to pay interest thereon, the interest

20 payments shall be included in gross income);

21 (2) AwNumi, n.-Amounts received (other

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

28 and interest payments on such amounts and other than

24 amounts received aa annuit) under a life'

25 0,.% .,. ei* f nitf "insurance or edowme' con-
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1 tract, but if such amounts (when added to amounts

2 received before the taxable year under such contract)

3 exceed the aggregate premiums or consideration paid

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

5 excess shall be included in gross income. Amounts

6 received as an annuity under an annuity or endowment

7 contract shall be included in gross income; except that

8 there shall be excluded from gross income (until the

9 aggregate amount exluded from gross income under

10 this title or prior income tax laws in'respect of such

11 annuity equals, the aggregate premiums or consider

12 tion paid for such annuity): (A) the excess of the

18 amount. received in the taxable. year over an amount

14 equal to 3 per.centum of the aggregate premiums tt

15 consideration paid for ,such annuity (whether or not

16 , paid during such year),. or (B) the entire amount of

17 the annuity if the sum thereof and amounts of other
e

18 annuities received in the same taxable year is not more

19 than $500. In the case of a transfer for a valuable

20. consideration, by assignment or otherwise, of a life k-4

21' surance, endowment, or annuity contract, or any inter-

22, est therein, only the actual value of such consideration

28 and the amount of the premiums and other sums sub4

24 -'sequently paid by the transferee shall be exempt from

25 -taxation under paragraph (1) or this paragraph;
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1 (3) GIFTs, BEQUESTS, AND D Es .-- The value

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

3 dance (but the income from such property shall bo

4 included in gross income) ;

5 (4) TAx-FREE INTBRE.-Interest upon (A)

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

7 division thereof, or the District of Columbia; or (B)

8 Bee0i issued "der the e" h edem

9 FolLMAet'w uder4h & pvt6* f eh AA as

10 mended obligations of a corporation organized under

11 Act of Congress, if sach corporation is an instrumen-

12 tality of the United Stata; or (C) the obligations of

18 the United States or its possessions. Every person

14 owning apy of the 'obligations eu f enumerated

15 in clause (A), (B), or (C) sWl, in the returned

t6 quired by this title, submit a statement showing the

17 number and amount of such obligations e seeairkiai
S

18 owned by him and the income received therefrom, in

19 suwh form and with sWch information as the CommisP

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

21 United States issued after September 1, 1917 (othi

22 than postal savings certificates of deposit) and in the

28 case of obligation of a corporation organized under At

24 of CongrWes, the interest shall be exempt only if and

25 to the extent provided in the respective Acts authoriz-
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1 ing the issue thereof as amended and supplemented, and

2 shall be excluded from gross income only if and to the

3 extent it is wholly exempt te the Mwpaye* from the

4 taxes imposed by this title;

5 (5) CoMPRNSATION FOB INJUBI OR sIO -

6 NEBm.-Amounts received, through accident or health

7 insurance or under workmen's compensation acts, as

8 compensation for personal injuries or sickness, plus the

9 amount of any damages received whether by suit or

10 agreement on account of such injuries or sickness;

11 (6) MiN mT .- The rental value of a dwelling

12 house and appurtenances thereof furnished to a minister

18 cd the gospel as part of his compensation;

14 (7) MI8ELLAN OUS ITMus.-The following

15 items, to the extent provided in section 116:

16, Earned income from sources without the

1T United States;

18 Salaries of certain Territorial employees;

19 The income of foreign governments;

20 Income of States, municipalities, and other

21 political subdivisions;

22 Receipts of shipowners' mutual protection

28 and indemnity associations;

24 Dividends from China Trade Act corpora-

25 tions.
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1 (c) INvwTounu.-Whenever in the opinion of the

2 Commissioner the use of inventories is necessary in order

S clearly to determine the income of any taxpayer, inven-

4 tories shall be taken by such taxpayer upon such basis as

5 the Commissioner, with the approval of the Secretary, may

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

7 accounting practice in the trade or business and as most

8 clearly reflecting the income.

9 (d) DISmrBUTIoNS BY CoMoaATIoNs.-Distribu-

10 tions by corporations shall be taxable to the shareholders as

11 provided in section 115.

12 (e) DETERMINATION OF GAIN OR Jos.--In the case

18 of a sale or other disposition of property,- the gain or loss

14' shall be computed as provided in oeeiees 144 44- md 14

15 section Ill.

16 (f) GRoss INCOME FROM SOURCES WITHIN AXJ

17 WITHOUT UNiTED STATm.-For computation of gross in

18 come from sources within and without the United States,

19 see section 119.

20 SEC. 2A DEDUCTIONS FROM GROSS INCOME.

21 In computing net income there shall be allowed as

22 deductions:

23 (a) BYPBNm.-Al the ordinary and necessary ex-

24 penses paid or incurred during the taxable year in carrying

25 on any trade or business, including a reasonable allowance
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1 for salaries or other compensation for personal services

2 actually rendered; traveling expenses (including the entii'e

3 amount expended for meals and lodging) while away from

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

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

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

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

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

91 (b) INmRBIST.-All interest paid or accrued within

10 the taxable year on indebtedness, except (1+ on indebted-

11 ness incurred or continued to purchase or carry obligations

12 e eeew (other than obligations of the United States

18 issued after September 24, 1917, and originally subscribed

14 for by the taxpayer) the interest upon which- is wholly

15 exempt from the "taxes imposed by this: title,-e ei 4
16~ ~~ ~ ~~~~.. -n---t inado enite n oe ih the

17

18 (e) TAxw GHNEBALLY.-Taxes paid or accrued

19 within the taxable year, except-

20 (1)' Feda6 , income, war-profits, and excess-

21, profits taxes impoed y *he f o the jeited

22 simes;

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

24 imposed by the authority of ay foreign country or pos-

25 session of the United States; but this deduction shall be
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1 allowed in the case of a taxpayer who does not signify

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

8 benefits of section 131 (relating to credit for taxes

4 of foreign countries and possessions of the United

5 States) ; ead

6 (3) estate, inheritance, legacy, stwasion, awd

7 gift taxes; and

8 -E&)- (4) taxes assessed against local benefits of a

9 kind tending to increase the value of the property

10 assessed; but this paragraph shall not exclude the allow-

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

12 properly allocable to maintenance or interest charges.

$ 13 F-, the pupese o th stbeeotiote, eotte, : .e..tae e.y.

14 aed ta see aeet-e a the d e date e

15 as other-wieep hy thelkwe of ... impeeing"O

16 ueh ta*es, at sha be 91owed as a deduetio ealy to the

17 estate?

18 (d) TAXES OF SnAUIRMOwER PAID BY CORA-

19 TI .- The deduction for taxes allowed by subsection (c)

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

21 imposed upon a shareholder of the corporation upon his

22 interest as shareholder which are paid by the corporation

23 without reimbursement from the shareholder, but in such

24 cases no deduction shall be allowed the shareholder for tho

25 amount of such taxes.
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1(e) LoaM BY INDIVDUAL.-8.iWhjeet to 66e fiffa-

2A% tose iftdi afhse iea * ehisetieq In the

3 case of an individual, losses sustained during the taxable

4 year and not compensated for by insurance or otherwise-

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

6 (2) if incurred in any transaction entered intofor

7 profit, though not connected with the trade or

8 business; or

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

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

11 or other casualty, or from theft. No loss shal be allowed

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

18 the filing of the return such loss has been claimed as

14 a deduction for estate tax purposes in the estate tax

15 return.

16 (f) LO Es BY COBPORATIONS.-& jee to the lifi-

17 Wiens d i Hbseei 4 4 ti in In the

18 case of a corporation, losses sustained during the taxable

[9 year and not compensated for by insurance or otherwise.

20 (g) WAGE iN Los,.-Losses from wagering

21 transactions hall be allowed only to the &teya of the gains

22 from auch transactions..

23 -g+ (h) BAsis ioR Dwm 1NING Ios.-The basis

24 for determining the amount of deduction for losses sustained,

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

i
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1 adjusted basis provided in section 113 (b) for determini g

2 the gai er loss from the sale or other disposition :of

3 property.

4 41* (i) Loss oN WASH SALES OF STOOK OR SiZOUu-

5 TIES.-For disallowance of loss deduction in the case -of

6 sales of stock or securities where within thirty days before

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

8 substantially identical property, see section 118.

9 (j) CAPITAL Los8Es.-Loses from sales or ex-

10 changes of capital assets shall be allowed only to the exast

11 provided in section 117(d).

12 ) (k) BAD DEBTS.-Debts ascertained to be worth-

13 less and charged off within the taxable year (or, in the disore-

14 tion of the Commissioner, a reasonable addition to a reserve

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

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

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

18 the taxable year, as a deduction.

19 4k+ (1) DEPRECIATIon.-A reasonable allowance for

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

21 business, including a. reasonable allowance for obsolescence.

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

23 remainder to another person, the deduction shall be com-

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

25 property and shall be allowed to the life tenant' In the



1 case of property held in trust the allowable deduction shall

2 be apportioned between the income beneficiaries and the

S trustee in accordance with the pertinent provisions of the

.4 instrument creating the trust, or, in the absence of such

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

0 -(- ('n) DBPLETION.-In the case of mines, oil and gas

7' wells, other natural deposits, and timber, a reasonable allow-

8 ance for depletion and for depreciation of improvements,

9 according to the peculiar conditions in each ease; such rea-

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

11 regulations to be prescribed by the Commissioner, with the

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

13 tained as a result of operations or of development work that

14 the recoverable units are greater or less than the prior esti-

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

.16 depletion) shall be revised and the allowance under this

17 subsection for subsequent taxable years shall be based upon

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

19 shall be equitably apportioned between the lessor and lessee.

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

21 remainder to another person, the deduction shall be computed

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

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

24 property held in trust the allowable deduction shall be appot-

25 tioned between the income beneficiaries and the trustee in
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1 accordance with the pertinent provisions of the instrument

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

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

4 centage depletion allowable under his subsection, see section

5 114(b), (3) and (4).)

6 { (n) BAsis FoB DEPxsiE@CLATm AND DPJa-

7 'oN.-The basis upon which depletion, exhaustion, wear

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

9 of any property shall be as provided in section 114.

10 -W- (o) CHARITABLE AND OTU COIRBIBU-

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

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

13 (1) the United States, any State, Territory, or

14 any political subdivision thereof, or the District, of

15 Columbia, for exclusively public purposes;,

16 (2) a corporation, or trust, or community chest,

17 fund, or foundation, organized and operated exclusively

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

19 tional purposes, or for the prevention of cruelty to

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

21 which inures to the benefit of any. private shareholder

22 or individual, and no substantial part of the activities

23 of which is participation in partisan politics or is carry-

24 ing on propaganda, or otherwise attempting, to influence

25 legislation; .I



1 (3) the special fund for vocational rehabilitation

2 authorized by section 12 of the World War Veterans'

3 Act, 1924;

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

5 auxiliary units or societies of any such posts or organi-

6 zations, if such posts, organizations, units, or societies

7 are organized in the United States or any of its posses-

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

9 benefit of any private shareholder or individual; or

10 (5) a fraternal society, order, or association.

11 operating under the lodge system, but only if such

12 contributions or gifts are to be used exclusively for

13 religious, charitable, scientific, literary, or educational

14 purposes, or for the prevention of cruelty to children

15 or animals;

16 to an amount which in all the above cases combined does

17 not exceed 15 per cou'tum of the taxpayer's net income as

18 computed without the benefit of this subsection. Such con-

19 tributions or gifts shall be allowable as deductions only if

20 verified under rules and regulations prescribed by the Com-

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

22 unlimited deduction if contributions and gifts exceed 90 per

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

24 4883---- E-3 W CASH OF G*S * BHO

25 9P iE- ~piiwp*-4!it &h eaet of ft easiad sae or ethe*
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5 The denluction allowed by this subsection shall not be allowed

6 in respect of dividends received from a corporation organized

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

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

9 from sources within the United States by reason of its

10 receiving a large percentage ol its gross income from sources

11 within a possession of the United States.

12 (q) PENSION TRuSTS.-An employer establishing or

13 maintaining a pension trust to provide for the payment of

14 reasonable pensions to his employebs (if such trust is exempt

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

16 exclusive benefit of employees) shall be allowed as a deduc-

1.7 tion (in addition to the contributions to such trust during the

18 taxable year to cover the pension liability accruing during

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

20 this section) a reasonable amount transferred or paid into

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

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

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

24 equal parts over a period of ten consecutive years beginning

25 with the year in which the transfer or payment is made.

35
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I Any deduction allowable under section 23 (q) of the Rove-

2 nue Act of 1928 or the Revenue Act of 1982 which under

3 such section was apportioned to any taxable year sAH

4 to the ta*I yefa 1 shall beginning after December 31,

5 1933, 'shall be allowed as a deduction in the yeais to which

6 so apportioned to the extent allowable under such section

7 if it had remained in force with respect to such year.

8 LIMe'm IMSWELO3%
9 --+ Lesee ff Hew of of Swk "

10 h -(es e efi-,ed i B h-e -4ll Of tIthS 8 *$ftW

11 Whiek a" Ho ita! assets -m le, med ii seetioe

12 shll be W d e to the gatent of the

118 e~e 0e ~ hne (ehdiggisWhieb ifty
14 be, derived by e te r & tegreme o I&

16 ()Wftaeee~f

17 seem4ti -(ae to steeke emd bends i for rsle

18 toesee4iffkrespee of t 0 so6ff din e

19 eusef 4 his Hw toau ik or tmist

20 : .......... unde* the &wo of the United States e

21 o yState WA Ae'itoAy

22 &Ali- S Silw SAIII- e* the jpOse f the

23 til gisei'sses -4)* kfin shief ses of atoeks adbo

24 or *trbu)bl top P8aflle to WtbiY ofeNA

25 osteek em efop 4% Winlese o 1#M L a e of

I I . I , I A



37
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18 SEC. 24. ITEMS NOT DEDUCTIBLE.

19 (a) G(NEUATJ RUiE.-In computing net income no

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

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

22 (2) Any amount aid out for new buildings or for

23 permanent improvements or betterments made to

24 increase the value of any property or estate;
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1 (3) Any amount expended in restoring property

2 or in making good the exhaustion thereof for which an

8 allowance is or has been made; ef

4 (4) Premiums paid on any life insurance policy

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

6 person financially interested in any trade or business

7 carried on by the taxpayer, when the taxpayer is

8 directly or indirectly a beneficiary under such petieyr

9 policy;

10 (5) Any amount otherwise allowable as a deduc-

11 tion which is allocable to one or more classes of income

12 other than interest (whether or not any amount of

18 income of that class or clauses is received or accrued)

14 wholly exempt from the taxes imposed by this title; or

15 (6) Loss from sales or exchanges of property,

16 directly or indirectly, (A) between members of a family,

17 or (B) except in the case of distributions in liquidation,

18 between an individual and a corporation in which such

19 individuwd ouns, directly or indirectly, more than 50 per

20 century in value of the outstanding stock. For the pur-

21 pose of this paragraph-(C) an individual shall be con-

22 sidered as owning the stock owned, directly or indirectly,

23 by his family; and (D) the family of an individual shall

24 include only his brothers and sisters (whether by the



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

2 descendants.

3 (b) HOLDERS OF LIFE OR TERMINABLE INTEREST.-

4 Amounts paid under the laws of any State, Territory, Dis-

5 trict of Columbia, possession of the United States, or foreign

6 country as income to the holder of a life or terminable inter-

7 est acquired by gift, bequest, or inheritance shall not be

8 reduced or diminished by any deduction for shrinkage (by

9 whatever name called) in the value of such interest due to

10 the lapse of time, nor by any deduction allowed by this Act

11 (except the deductions provided for in subsections * (1)

12 and -* (m) of section 23) for the purpose of computing the

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

14 laws of such State, Territory, District of Columbia, possession

15 of the United States, or foreign country for the purpose of

16 computing the income to which such holder is entitled.

17 (c) TAX WITHHELD ON TAX-FREE COVENANT

18 BONDS.-For non-deductibility of tax withheld on tax-free

19 covenant bonds, see section 143 (a) (3).

20 SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

21 Ue sha be alHwed ife the purpose 4 the nemia4

22 tae, We not fof the ete, the f w11 'vin eredit the

23 net ineeme
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23 (a) CREDITS FOR NORMAL TAX ONL.-There shall

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

2a the surtax, the following credits against the net income:
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1 (1) DiVIDEND.-The amount received as divi-

2 dends from a domestic corporation which is subject

3 to taxation under this title. The credit allowed by this

4 paragraph shall not be allowed in respect of dividends

5 received from a corporation organized under the China

6 Trade Act, 1922, or front a corporation which under

7 section 251 is taxable only on its gross income from

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

9 ceiving a large percentage of its gross income from

10 sources within a possession of the United States.

11 (2) INTEREST ON UNITED STATES OBLIGA-

12 TJoNs.-The amount received as interest upon ob-

13 ligations of the United States which is included in

14 gross income under section 22.

15 (3) INTEREST ON OBLIGA TIONS OF JNSTRU-

16 MENTALITIES OF THE UNITED STATEs.-The amount

17 received as interest on obligations of a corporation

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

19 tion is an instrumentality of the United States; and

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

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

22 issue thereof, as amended and supplemented, such

23 interest is exempt from normal tax.

24 (4) EARNED INCOME CREIT.-1O per centum

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



excess of 10 per centum of the amount of the net incokne.

2 (5) EARNED INCOME DEFINITIONS.-For 'the

3 purposes of this section-

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

5 aries, professional fees, and other amounts re-

6 ceived as compensation for personal services

7 actually rendered, but does not include any amount

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

9 compensation derived by the taxpayer for personal

10 services rendered 'by him to a corporation which

11 represents a distribution of earnings or profits

12 rather than a reasonable allowance as compen-

13 sation for the personal services actually rendered.

14 In the case of a taxpayer dngagcd in a trade

15 or business in which both personal services and

16 capital are material income producing factors,

17 a reasonable allowance as compensation for the

18 personal services actually rendered by the tax-

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

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

21 be considered as earned income.

22 (B) "Earned income deductions" means

23 such deductions as are allowed by section 23 for

24 the purpose of computing net income, and are

43
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1' properly allocable to or chargeable against earned

2 income.

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

4 cess of the amount of the earned income over the

5 sum of the earned income deductions. If the

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

7 his entire net income shall be considered to be

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

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

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

11 shall the earned net income be considered to be

12 more than $20,000.

13 (b) CREDITS FOR BOTH NORMAL TAX AND Suie-

14 TAx.-There shall be allowed for the purposes of the normal

15 tax and the surtax the following credits against net income:

16 (1) PERSONAL EXEMPTION.-In the case of a

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

18 the cise of the head of a family or a married person

19 living with husband or wife, a personal exemption of

20 $2,500. A husband and wife living together shall

21 receive but one personal exemption. The amount of

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

23 husband and wife make separate returns, the personal

24 exemption may be taken by either or divided between

25 them.
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1 (2) CREDIT FOR DEPBNDENTS.--00 for each

2 person (other than husband or wife) dependent upon

3 and receiving his chief support from the taxpayer if

4 such dependent person is under eighteen years of age

5 or is incapable of self-support because mentally or

6 physically defective.

7 (3) CANGE OF sTATus.-If the status of the

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

9 or credit for dependents, changes during the taxable

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

11 portioned," under rules and regulations prescribed by

12 the Commissioner with the approval of the Secretary,

13 in accordance with the number of months before and

14 after such change. For the purpose of such apportion

15 ment a fractional part of a month shall be disregarded

16 unless it amounts to more than half a month in which

17 case it shall be considered as a month.

18 SEC. 26. CREDITS OF CORPORATION AGAINST NET INCOME.

19 For the purpose only of the tax imposed by section 13

20 there shall be allowed is a credit against net income the

21 amount received as interest upon obligations of the United

22 States or of corporations organized under Act of Congress

23 which is ifeht&e iB gieoss ieme urAe see~iti 2 allowed

24 to an individual as a credit for purposes of normal tax by

25 section 25(a) (2), or (3).
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1 Part Ill-Credits Against Tax

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

3 SIONS OF UNITED STATES.

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

5 taxes imposed by foreign countries or possessions of the

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

7 to the extent provided in section 131.

8 SEC. 32. TAXES WITHHELD AT SOURCE.

9 The amount of tax withheld at the source under

10 section 143 shall be allowed as a credit against the tax.

11 SEC. 33. ERRONEOUS PAY NTS CREDIT FOR OVERPAY.

12 MENTS.

13 -(i T i Oqi vnr' A '. -For credit against

14 the tax of overpayments of taxes imposed by this title for

15 other taxable years, see section 322.

16 -Qs)- e** Y46n E"Bi* w !9 . ei.e. .

17 tetf o it tid of 54efa fyet *

18 "", seeie 2 U.

19 Part IV-Accounting Periods and Methods of Accounting

20 SEC. 41. GENERAL RULE.

21 The net income shall be computed upon the basis of

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

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

24 method of accounting regularly employed in keeping the

25 books of such taxpayer; but if no such method of accounting
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1 has been so employed, or if the method employed does not

2 clearly reflect the income, the computation shall be made

3 in accordance with such method as in the opinion of the

4 Commissioner does clearly reflect the income. If the tax-

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

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

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

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

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

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

11 INCLUDED.

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

13 cluded in the gross income for the taxable year in which

14 received by the taxpayer, unless, under methods of account-

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

16 properly accounted for as of a different period. In the case

17 of the death of a taxpayer there shall be included in computing

18 net income for the taxable period in which falls the date of

19 his death, amounts accrued up to the (late of his death if not

20 otherwise properly includible in respect of such period or a

21 prior period.

22 SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS

23 TAKEN.

24 The deductions and credits provided for in this title shall

25 be taken for the taxable year in which "paid or accrued" or
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1 "paid or incurred ", dependent upon the method of account-

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

3 unless in order to clearly reflect the income the deductions

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

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

6 deductions and credits for the taxable period in which

7 falls the date of his death, amounts accrued up to the

8 date of his death if not otherwise properly allowable in

9 respect of such period or a prior period.

10 SEC. 44. INSTALLMENT BASIS.

11 (a) DEALS IN PEONAL PoPEBTY.--Under regu-

12 lations prescribed by the Commissioner with the approval

13 of the Secretary, a person who regularly sells or otherwise

14 disposes of personal property on the installment plan may

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

16 tion of the installment payments actually received in that

17 year which the gross profit realized or to be realized when

18 payment is completed, bears to the total contract price.

19 (b) SALES OF REALTY AND CASUAL SALES OF PER-

20 SONALTY.-In the case (1) of a casual sale or other casual

21 disposition of personal property (other than property of a

22 kind which would properly be included in the inventory of

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

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

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



ments do not exceed 40 pe* eeat of the lg iee

2 30 per centum of the selling price (or, in case the sale or

3 other disposition was in a taxable year beginning prior to

4 January 1, 1934, the percentage of the selling price pre-

5 ascribed in the law applicable to such year), the income may,

6 under regulations prescribed by the Commissioner with the

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

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

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

10 ments received in cash or property other than evidences of

11 indebtedness of the purchaser during the taxable period in

12 which the sale or other disposition is made.

13 (c) CHANGE FROM AccRuAL TO INSTALLMENT

14 BAsIs.-If a taxpayer entitled to the benefits of subsection

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

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

17 yeaz of change or any subsequent year, amounts actually

18 received during any such year on account of sales or other

19 dispositions of property made in any prior year shall not be

20 excluded.

21 (d) GAIN OR LOSS UPON DISPOSITION OF INSTALL-

22 MENT OBLIGATIONS.-If an installment obligation is satis-

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

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

25 extent of the difference between the basis of the obligation

J. 48873-
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1 and (1) in the case of satisfaction at other than face value

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

3 of a distribution, transmission, or disposition otherwise

4 than by sale or exchange-the fair market value of the

5 obligation at the time of such distribution, transmission, or

6 disposition. Any gain or loss so resulting shall be considered

7 as resulting from the sale or exchange of the property! in

8 respect of which the installment obligation was received.

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

10 value of the obligation over an amount equal to the income

11 which would be returnable were the obligation satisfied in

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

13 death of installment obligations if there is filed with the

14 Commissioner, at such time as he may by regulation pro-

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

16 may deem necessary, conditioned upon the return as income,

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

18 the same proportion of such payment as would be returnable

19 as income by the decedent if he had lived and had received

20 such payment.

21 SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

22 In any case of two or more trades of organizations,

23 trades, or businesses (whether or not incorporated, whether

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

25 affilated) owned or controlled directly or indirectly by the
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1 same interests, the Commissioner is authorized to distribute,

2 apportion, or allocate gross income or deductions between or

3 among such trades e* organization, trades, or businesses, if

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

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

6 clearly to reflect the income of any of such trades e organi-

7 zations, trades, or businesses.

8 SEC. 46. CHANGE OF ACCOUNTING PERIOD.

9 If a taxpayer changes his accounting period from fiscal

10 year to calendar year, from calendar year to fiscal year, or

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

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

13 such new accounting period, subject to the provisions of

14 section 47.

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

16 MONTHS.

17 (a) RETURNS FOR SHORT PERIOD RESULTING FROM

18 CHANGE OF ACCOUNTING PERIOD.-If a taxpayer, with

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

20 puting net income from fiscal year to calendar year a separate

21 return shall be made for the period between the close of the

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

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

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

25 between the close of the last calendar year for which return
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1 was made and the date designated as the close of the fiscal

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

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

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

5 the close of the new fiscal year.

6 (b) INCOME COMPUTED ON B~sis OF SHORT

7 PRIOD.-Where a separate return is made under sub-

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

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

10 or permitted, by regulations prescribed by the Conmis-

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

12 a fractional part of a year, then the income shall be cow-

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

14 is made.

15 (C) INCOME PLACED ON ANNUAL BA8sI.-If a

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

17 of a change in the accounting period, the net income, con-

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

19 is, iade, shall be placed on an annual basis by multiplying

20 the amount thereof by twelve and dividing by the number

21 of months included in the period for which the separate

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

23 computed on such annual basis as the number of months.

24 in such period is of twelve months.

25 (d) N i (GM*si b e S-EARNED

26 INcOME.-The Commissioner with the approval of the



53

1 Secretary shall by regulations prescribe the method of apply-

2 big the provisions of subsections (b) and (c) (relating to

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

4 tug such income on an annual basis) to cases where the

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

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

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

9 e received earned income.

10 (e) REDUCTION OF CREDITS AGAINST NET IN-

11 (1OME.-In the case of a return made for a fractional part

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

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

14 exemption and credit for dependents shall be reduced respec-

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

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

17 which return is made bears to twelve months.

18 (f) CLOSING OF TAXABLE YEAR IN CASH OF JEOP-

19 A.IDY.-For closing of taxable year in case of jeopardy, see

20 section 146.

21 SEC. 48 DEFINITIONS.

22 When used in this title-

23 (a) TAXABLE YEAR.-" Taxable year "means the cal

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

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

26 this Part. "Taxable year" includes, in the case of a return
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1 made for a fractional part of a year under the provisions of

2 this title or under regulations prescribed by the Commissioner

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

4 return is made. nbe fi tam b e year to be eaed the

5 taxable yea , shag be the ealeflda yeff 192 of aey

6 fiseael yeg the edflw yew 1082.

7 (b) FISCAL YAR.-" Fiscal year" means an

8 accounting period of twelve months ending on the last day

9 of any month other than December.

1 () (c) PAID, INCURRED, AcciauED.-The terms "paid

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

12 according to the method of accounting upon the basis of

13 which the net income is computed under this Part.

14 (d) TILiDE o? BUes.viNEs.-The term "trade or

15 biminess " ifclt(des the perforlmance of the /unctions o/ a

16 pitblic office.

17 Part V-Returns and Payment of Tax

18 SEC. 51. INDIVIDUAL RETURNS.

19 (a) REQUIREMNT.-The following individuals shall

20 each make under oath a return stating specifically the items

21 of his gross income and the deductions and credits allowed

22 under this title-

23 (1) Every individual having a net income for

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

25 married and not living with husband or wife;
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f (2) Every individual having a net income for

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

3 living with husband or wife; and

4 (3) Every individual having a gross income for

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

6 amount of his net income.

7 (b) HUSBAND AND WIFE.-If a husband and wife

8 living together have an aggregate net income for the taxable

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

10 such year of $5,000 or over-

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

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

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

14 puted on the aggregate income.

15 (C) PERSONS UNDER DISABILITY.-If the taxpayer

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

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

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

19 such taxpayer.

20 (d) FIDUCIAIrIEs.-For returns to be made by fidu-

21 ciaries, see section 142.

22 SEC. 52. CORPORATION RETURNS.

23 (a) IREQUIREMET.-Every corporation subject to

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

25 cally the items of its gross income and the deductions and
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credits allowed by this title. The return shall be sworn to

by the president, vice president, or other principal officer

and by the i ttre or tatsstafit *ftotWe treasurer, amisIant

trea.(iurer, ur (Ihif accounting (lfi/er. In cases where

receivers, trustees in bankruptcy, or assignees are operating

the property or business of corporations, such receivers,

trustees, or assignees shall make returns for such corporations

in the same manner and form as corporations are required

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

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

the same manner as if collected from the corporations of

whose business or property they have custody and control.

(b) CONS3OLWATED RETURN.-For provision as to

consolidated returns of affiliated curportitions, see section

141.

SEC. S& TIME AND PLACE FOR FILING RETURNS

(a~) TimE FtOB EnING.-

(1) GENEnRAL iu .-- Returns made on the basis

of the calendar year shall be made on or before the 15th

(ay of March following the close of the calendar year.

Returns made on the basis of a fiscal year shall be

made on or before the 15th day of the third month

following the close of the fiscal year.

(2) EXTENSION OF TIME.-The Commissioner

may grant a reasonable extension of time for filing
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1 returns, under such rules and regulations as ho shall

2 prescribe with the approval of the Secretary. Except

3 in the case of taxpayers who are abroad, no such

4 extension shall be for more than six months.

5 (b) To WuOM RhuRN MAl).-

6 (1) INDIVIDuAmL.-Returns (other than cor-

7 poration returns) shall be made to the collector for

8 the district in which is located the legal residence or

9 principal place of business of the person making the

10 return, or, if he has no legal residence or principal place

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

12 Baltimore, Maryland.

13 (2) CoRPoJAToN.-Returns of corporations

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

13 located the principal place of business or principal office

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

17 place of business or principal office or agency in the

18 United States, then to the collector at Baltimore,

19 Maryland.

20 SEC. S4. RECORDS AND SPECIAL RETURNS.

21 (a) BY TAxPAYzM.-Every person liable to any tax

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

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

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



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

2 time to time prescribe.

3 (b) To DETERMINE LIABIITY TO TAx.-Whenever

4 in the judgment of the Commissioner necessary he may

5 require any person, by notice ijerved upon him, to make a

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

7 records, as the Commissiorer deems sufficient to show

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

9 (C) INFORMATION AT THE SouwE.-For require-

10 meat of statements and returns by one person to assist in

11 determining the tax liability of another person, see sections

12 147 to 150.

13 SEC. 55. PUBLICITY OF RETURN,.

14 Returns made under this title shall be open to inspection

15 in the same manner, to the saime extent, and subject to the

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

17 under Title II of the Revenue Act of 1926; and all returns

18 made under this Act after Jnae 44,- 1088 shall constitute

19 public records and shall be open to public examination and

20 inspection to such extent as shall be authorized in rules and

21 regulations promulgated by the President.

22 SEC. K. PAYMENT OF TAX.

23 (a) TbM OF PAYMEbNT.-The total amount of tax

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

25 March following the close of the calendar year, or, if the
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I return should be made on the basis of a fiscal year, then on

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

3 the fiscal year.

4 (b) INSTALLMENT PAYMENTS.-The taxpayer may

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

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

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

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

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

10 and the fourth installinent on the fifteenth day of the ninth

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

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

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

14 the collector.

15 (c) EXTENSION OF TIME FOR PAYMENT.-At the

16 request of the taxpayer, the Commissioner may extend the

H7 time for payment of the amount determined as the tax by

18 the taxpayer, or any installment thereof, for a period not to

19 exceed six months from the date prescribed for the payment

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

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

22 or before the date of the expiration of the period of the

23 extension.

24 (d) VOLUNTARY ADvANcE PAnuz.-A tax im-

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



60

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

2 for its payment.

3 (e) ADvANCE PAYMENT IN CASE OF JEOPARDY.-

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

5 (f) TAx WITHHELD AT SouRcE.-For requirement

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

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

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

9 (g) FRACTIONAL PARTS OF CENT.-In the payment

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

11 be disregarded unless it amounts to one-half cent or more,

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

13 (h) RECinTS.--Every collector to whom any pay-

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

15 the person making such payment a full written or printed

16 receipt there/or. g the amowm pi md the pai'aieula

17 seeewA fe* ihieh ee e W"s made# an wheeinei
18 wy Aebte Ma tmaes o eee it of pymeae t be

19 made by him to sepa e diteoe &h eolteeshe , if

20 e 31ste by si give a sep fw the Wa

21 pag ee eeetwt of eaeh eredi in ab feim tht the debo
22 em e. e.d.eh * tSAM. 4ea e t his Seq-

23 em eredite in seisfeeti of theip reet ito

24 the wfleimts e swe in the * ifeee l a eh mob ill be

25 efie evideee ini favor of sash ilbte, to e tf him ini
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8 SEC, 57. EXAMINATION OF RETURN AND DETERMINA.

9 TION OF TAX.

10 As soon as practicable after the return is filed the Com-

11 missioner shall examine it and shall determine the correct

12 amount of the tax.

13 SEC. 58. ADDITIONS TO TAX AND PENALTIES.

14 (a) For additions to the tax in case of negligence or

15 fraud in the nonpayment of tax or failure to file return

16 therefor, see Supplement X.

17 (b) For criminal penalties for nonpayment of tax or

18 failure to file rcA.urn therefor, see section 145.

19 SEC. 59. ADMINISTRATIVE PROCEEDINGS.

20 For administrative proceedings in respect of the non-

21 payment or overpayment of a tax imposed by this title, see

22 as follows:

23 (a) Supplement L, relating to assessment and colleo-

24 tion of deficiencies.
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1 (b) Supplement M, relating to interest and additions

2 to tax.

3 (o) Supplement N, relating to claims against trans-

4 ferees and fiduciaries.

5 (d) Supplement 0, relating to overpayments.

6 Part VI-Miscellaneous Provisions

7 SEC. 61. LAWS MADE APPLICABLE.

8 All administrative, special, or stamp provisions of law,

9 including the law relating to the assessment of taxes, so far

10 as applicable, are hereby extended to and made a part of

11 this title.

12 SEC. 62. RULES AND REGULATIONS.

13 The Commissioner, with the approval of the Secretary,

14 shall prescribe and publish 911 needful rules and regulations

15 for the enforcement of this title.

16 SEC. 63. TAXES IN LIEU OF TAXES UNDER iIM 1932 ACT.

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

18 corresponding taxes imposed by the wA4ies of the 1,eyetie

19 Aet of 92 the eaietmben Revenue Act of 1932.

20 SEC. 64. SHORT TITLE.

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

22 19&2 1934."

23 8 & 5 I EG " DPA= " TIV1

24 W tie " t effee as ofJ e* eeps

25 t eeeties 446 d d t eie sal ae effee
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1 SUBTITLE C-SUPPLEMENTAL PROVISIONS

2 Supplement A-Rates of Tax

3 [Supplementary to Subtitle B, Part I]
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14 SEC. 0 101. EXEMPTIONS FROM TAX ON CORPORATIONS

15 The following organizations shall be exempt from

16 taxation under this title-

17 (1) Labor, agricultural, or horticultural organWi

18 zations;

19 (2) Mutual savings banks not having a capital

20 stock represented by shares;.

21 (3) Fraternal beneficiary societies, orders, or

22 associations, (A) operating under the lodge system gr,

23 for the exclusive benefit of the members of a fraternity

24 itself operating under the lodge system; and (B) prg.-.

25 viding for the payment of life, sick, accident, or other
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I benefits to the members of such society, order, or

2 association or their dependents;

8 (4) Domestic building and loan associations sub-

4 stantially all the business of which is confined to mak-

5 ing loans to members; and cooperative banks without

6 capital stock organized and operated for mutual

7 purposes and without profit;

8 (5) Cemetery companies owned and operated

9 exclusively for the benefit of their members or which

10 are not operated for profit; andany corporation char-

11 tered solely for burial purposes as a cemetery corpora-

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

13 business not neces arily incident to that purpose, no

14 part of the net earnings of which inares to the benefit

15 of any private shareholder or individual;

16 (6) Corporations, and any community chest,

17 fund, or foundation, organized and operated exclusively

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

1 tional purposes, or for the prevention of cruelty to

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

21 which inures to the benefit of any private shareholder

22 or individual, and no substantial part of the activities of

23 which is participation in partisan politics or is carrying

24 on propaganda, or otherwise atempting, to influence

25 legislation;
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1 (7) Business leagues, chambers of, commerce,

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

3 profit and no part. of the net earnings of which inures

4 to the benefit of any private shareholder or individual;

5 (8) Civic leagues or organizations not organized

6 for profit but operated exclusively for the promotion of

7 social welfare, or local associations of employees, the

8 membership of which is limited to the employees of a

9 designed person or persons in a particular muniei-

10 pality, and the net earnings of which are devoted

11 exclusively to charitable, educational, or recreational

12 purposes;

13 (9) Clubs organized and operated exclusively fir

14 pleasure, recreation, and other nonprofitable purposes,

'15 no part of the net earnings of which inures to the

16 benefit of any private shareholder;

17 (10) Benevolent life insurance associations of a

18 purely local character, mutual ditch or irrigation cora-

19 panies, mutual or cooperative telephone companies, or

20 like organizations; but only if 85 per cantum or more of

21 the income consists of amounts collected from members

22 for the sole purpose of meeting losses and expenses;

28 (11) Farmers' or other mutual hail, cyclow,

24 casualty, or fire insurance companies or association

25 (including iziterinsurers and recipro-W uWderwriters)
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the income of which is used or held for the purpose of

2 paying losses or expenses;

(12) Farers', fruit growers', or like associa-

4 tions organized and operated on a operative basis

5 (a) for the purpose of marketing the products of mew-

6 bears or other producers, and trying back to them the

7 proceeds of saies, less the necessary marketing expenses,

8 on the basis of either the quantity or the value of the

9 products furni..hed by them, or (b) for the purpose of

10 purchasing supplies antd (juipmicit for the use of mwe-

11 bers or other lpersois, aud turnijig over such .,upplics

12 and cquipmwn t to thlcii -4t atutiul co:t. pius IIVCC>,:I

13 expenses. E.,ciptin shaIl not be dehied any such

14 association bctuau.s.e it hlas capital stock, if the divid('11d

15 late of suchi stock is fixed at iot to e(-Xced tde legal liae

16 of interest in the S te of iicorpoation or 8 per cituirm

17 per anuuw, whlchevtcc- is greater, on the value of the

18 consideration for which the stock was issued. aid if

19 substarliidly all Such stoLk other r tian novotiT

20 preferred stock, the ow1,ers of which are w,,t cutided

21 or permittd to pajic.itic, dii ,,ily or idii &ctly, in

22 the profits of the absociation, upon dizolution or otlier-

23 wi be, beyod the fixed di idtcid.,) is o%%iied by pro-

24 ducers wNho market their iproducs or purchase their

25 supplies and equipment through the association; nor
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1 shall exemption he denied any such association because

2 there is accumulated and maintained by it a reserve

3 required by State law or a reasonable reserve for any

4 necessary purpose. Such an association may market

5 thle products of noninembers in an amount the value

6 of which does not exceed the value of the products

7 marketed for members, and may purchase supplies and

8 equipment for nonmembers in an amount the value of

9 which does not exceed the value of the supplies and

10 equiiizinwit purt1 tased for iltnvilbers, provided the value

11 of the piuehttcs nimle for persons who are neither

12 lkcljrittS l If tiu ' ds lnot exceed 15 per cultuni

13 of the N alue of all its puie-les;

14 (13) Corporations organized hy all association

15 xA xtit iiiider the provisi.is of paragraph (12), (or

16 njiend,4fs thvi-4uf, for the purpose of financing the

17 ordinary crop operations of such numbers ur other pro-

18 ducers, and operated in conjunction with such associa-

19 tio*. EeIIpJO lall nut be dt,,,Ad aay such couiyu-a-

20 tioiu betaube it has capital stock, if the dividend rate

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

22 of intcrst in the State ,of icorpouratiun or S per cenituilI

23 per UAi1i1iu, ,hlchctLr i, gicutuel', on the value of thu

24 coufidefation for Nhich the Stock was issued, and if

25 substantially all sach stock (iutAer than nonvoting pro-

A7
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1 ferred stock, the owners of which are not entitled or

2 permitted to participate, directly or indirectly, in the

3 profits of the orlioratin, upon dissolution or other-

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

5 association, or memberss thereof; nor shall exemptioi

6 be denied any such corporation because there is accu-

7 mtu&-&td ad inaintaied by it a reserve required by

8 State law or a reabouaitie reserve for ay necessary

9 purpose;

10 (14) Corporations organized for the exclusive pur-

11 pose of holdiiig title to lroprty, collect4ig income

12 thlcfroill, 1nd turnilig over the entire aiouit thereof,

13 Ilems expuis("s, to ar Urgaalzation hi.ch itsdf is exempt

14 from the tax imposed by this title;

17 vi&h4 it t4W, ttf F&Iii Lotal A-- tw fiftefdej.

18 (15) Crporatims vryaniztd under Act of Cuii-

19 yrtm, if .ich corpa~tits arc Ii4htit.5 of te
20 L1a I Nf,/ (,11 if. i,/1l r .,uch Ac1t, , (1 .t an,, hiId

21 aupl, cnI d, suOh cv1 ribm. .are ( / 10t 1 rom

22 l"'td'i.d im;al ia s

23 (16i) \V oltu zay eZi ,,)'os' bcii eficiary a ,,u, a-

24 tions prov'idiig for the pa)ntcat of life, iuk, accident,

) 44or other b :ueits to the mnucubos of such t.ssociation or
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1 their dependcnts, if (A) no part of their not earnings

2 inures (other than through such payments) to the bene-

8 fit of any private shareholder or individual, and (B)

4 85 per centum or more of the income consists of

5 amounts collected from members for the sole purpose

6 of making such payments and meeting expenses;

7 (17) Teahers' retirement fund associations of a

8 purely IoW character, if (A) no part of their netearn-

9 ings inures (other than through payment of retirement

10 benefit) to the benefit of any private shareholder or

11 individual, and (B) the hiioiue couiists solely of

12 amounts reci 'ed froni public taxation, amounts

13 received irom aLlupan the teaching salaries of

14 iiemberus, and iiconie in respect of investments.

15 M'I ACCUMULIQN - &U"L4 IP) fi-I./ MEW

16 SAL AM, N URM&AI

17 * 14 t y ii%*ho efettkA Of

18 is it ti t*t 4 for tae p'rooe f We

19 ~t~*i 4t~yit~ee **-Ia'iie 4 i* ttpoit i+w str-eh4

20 tW1v t4te wedit* 4o potiWrg iw gats v*4 profit o

21 wku~t e i*b4 4.4 hed'g #Ji44dtJ ttw ib~t A t"-v~ tiht

22 J* i"4-, o-4i oftx'b, r.&A Iti4 If* w twtiakt yvt ttpjv

23 tWe ht~i~*i f tt ift j Vwftuittk a tk~ t*iU4 w~ W* Pt

24 e**tt 4 w t*wa ta.4 4mft whi t4 a be it ttddifitit

25 to we teA 4Y sfosed b e 4t -14 ai * 4 he e"s *ptn4

0



74
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, SEC. 102. SURTAX ON CORPORATIONS IMPROPERLY ACCUMU.

LATING SURPLUS.

(a) IMPOSITION OF TAx.-There shall be* levied, ol-

7 lected, and paid for each taxable year upon the adjusted net

8 income of every corporation (other.than a personal holding

9 company as defined in section 351) if such corporation,

i0 however created or organizc(d, is forced or availed of for

i 1 the purpmse of pre'veiing the imposition of the surtax upon

2 its sha'eholers or the sharehollers of amy other corporotion,

13 through the medium of perittig yains aud profits to accL-

14 mulate instead of being divided or distributed, a surtax eqtd

1- to the sum of the following:

16 (1) 25 p; centum of the amount of the adjusted

1Z net income not in &ese of $100,000, plus

18 (2) 35 per centum of the amount of the adjusted

19 net income in excess of $100,000.

26 (b) PRIMA FACIE EVIDENCE.-The fact that any

2f corporation is a mere holding or investment company, or

22 that the gains or profits are permitted to accumulate beyond

23 the reasonable needs of the business, shall be prima face evi,

24 deuce of a purpose to eoetae wty i m t r-fita1 t 'e t' avoid

25 surtax,
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8 (a) DEFINITION OF "ADJUSTED NET INCOME".'

9 As used in this section, the term " adjusted net income"

10 means the ett income i, rcua.sed by the amount of the divideul

11 deduction allowed uder sec)cn 23 (p), but diminihed by

12 the amount of divideuds paid during the taxable year.
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1 (d) TAx ON PERSONAL HOLDINo COMPANIES.-For

2 urtax on. personal holding companies, ser section 351.

3 SEC. 103. RATES OF TAX ON CITIZENS AND CORPORATIONS OF

4 CERTAIN FOREIGN COUNTRIES.

5 Whenever the President finds that, under 11w laws of

6 any foreign coun try, citizen or corporations of the United

7 States are being sutbevted to di&riminatory or extraterri-

8 torial lakes, the President shall so proclaim and the rates of

9 tax imposed by sections 11, 12, 13, 201(b), and 204(a)

10 shall, for the taxable year during which such proclamation

11 is made and for each taxable year tlwreafier, be doubled in

12 the ca.e of each cilizea antd corporalion of such foreign

.13 country; but Me tax at such doubled rate shall be considered

14 as imposed by section 11, 12, 13, 201(b), or 204(a), as

15 the case may be. In no case shall this section operate to

16 increase the taxes imposed by such sections (camputed with-

17 out regard to this section) to an amount in exces of 80 per

18 centum of the net incomte of the taxpayer. Whenever the

19 President finds that the laws of any foreign country with

20 respect to which the President has made a proclamation

21 under the preceding provisiots of this section have been

22 modified so that discriminatory and extratmrirtorial taxes

23 applicable to itizeis and corporatims of the United Stat4



77

1. have been removed, he shall 8o proclaim, and the provisions

2 of this section providing for doubled rates of tax shall not

$ apply to any citizen or corporation of such foreign country

4 with respect to any taxable year beginning after such

5 proclamation is made.
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I Supplement B-Computation of Net Income

2 - [Supplementary to Subtitle B, Part H]

3 SEC. 111. DETERMINATION OF AMOUNT OF. AND RECOC;.

4 NITION OF, GAIN OR LOSS.

5 (a) COMPUTATION OF GAI9 OR WS S.-EA "% e

6 hett.: . .* td d iBthi e the The gain from the

7 sale or other disposition of property shall be the excess of tl e

8 amount realized therefrom over the adjusted basis provided in

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

10 the excess of seeh the adjusted basis provided in such section

11 for deemining loss over the amount realized.

12 (b) AMOUNT REALIZE).-The amount realized from

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

14 any money received plus the fair market value of the

f property (other than money) received.

(c) RECOGNITION OF GAIN OR Loss.-In the case of

127 a sale or exchange, the extent to which the gain or loss

1-8 determined under this section shall be recognized for the

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

20 sions of section 112.

2f (d) INSTALLMENT SALts.--Nothing in this sec-

22 tion shall be construed to prevent (in the casc of property

23 sold under contract providig for payment in installments)

24 the taxation of that portion of any installment payment

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

26 ment is received.
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SEC. 112. RECOGNITION OF GAIN OR W88.

(a) GBNERAL Ru .- Upon the ale or exchange of

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

under section 111, shall be recognized, except as hereinafter

provided in this section.

(b) ExciANGES SoumY IN KIND.-

(1) PROPERTY HELD FOR PRODUICTIVE USE OR

8 INVESTMENT.-No gain or loss shall be recognized if

9 property held for productive use in trade or business

10 or for investment (not including stock in trade or other

11 property held primarily for sale, nor stocks, bonds,

12 notes, choses in action, certificates of trust or beneficial

1 interest, or other securities or evidences of indebtedness

14 or interm.t) is exchanged solely for property of a like

15 kind to be held either for productive use in trade or

16 business or for investment.

17 (2) STOCK FOR STOCK OF SAME CORPORA-

18 TION.-No gain or loss shall be recognized if common

19 stock in a corporation is exchanged solely for common

20 stock in the same corporation, or if preferred stock in a

21 • corporation is exchanged solely for preferred stock in

22 the same corporation.

23 (3) STOCK FOR STOCK ON RIORGANIZATION.-

24 No gain or loss shall be recognized if stock or securi-

25 ties in a corporation a party to a reorganization are, in



MD
pursuance of, the, plan of reorganization, excbangQd

2 solely for stock or securities in such corporation orin

8 another corporation a party to the reorganization. r

4 (4) 8AMz-GAN OF Co BPoRAIO.-No g*
5 or loss shall be recognized if a corporation a party tora

6 reorganization exchanges property, in pursuance of the

7 plan of reorganization, solely for stock or securities ti

8 another corporation a party to the reorganization. .,

9 (5) TRANSFER TO CORPORATION CONTROL

10 BY TRANSFERO.-No gain or loss shall be recognizM

11 if property is transferred to a corporation by one or imore

12 persons solely in exchange for stock or securities in such

13 corporation, and immediately after the exchange such

14 person or persons are in control of the corporation; but

15 in the case of an exchange by two or more persons tis

16 paragraph shall apply only if the amount of the stook

17 and securities received by each is substantially in pro-

18 portion to his interest in the property prior to the

19 exchange.

20 (C) GAIN FROm ExciuNi NOT SOLIULy iN KIND.-

21 (1) If an exchasigo would be within the provi-

22 sions of subsection (b) (1),. (2), (3), or (5) of this

23 section if it were not for the fact that the property

24. rMeived in exchange consists not only of property per-

25 mitted by such. paragraph to be received without the



I recognition of gain, but also of other property or money,

2 then the gain, if any, to the recipient shall be recog-

3 nized, but, in an amount not in excess of the sum of sach

4 money and the fair market value of such other property.

5 (2) If a distribution made in pursuance of a plan

4; of reorganization is within the provisions of paragraph

7 (1) of this subsection but has the effect of the distri-

8 bution of a taxable dividend, then there shall be taxed

as a dividend to each distributee such an amount of

at) the gain recognized under paragraph (1) as is not in

I I excess of his ratable share of the undistributed earnings

12 an(1 profits of the corporations accumulated after Feb-

1.1 ruary 28, 1913. The remainder, if any, of the gain

14 recognized under paragraph (1) shall be taxed as a

15 gain from the exchange of property.

16 (d) SAME-GAIN OF OORPORATIO.-If an (x-

17 change would be within the provisions of subsection (b)

18 (4) of this section if it were not for the fact that the property

19 received in exchange consists not only of stock or securities

20 permitted by such paragraph to be received without the

21 recognition of gain, but also of other property or money,

22 then-

23 (1) If the corporation receiving such other prop-

24 erty or money distributes it in pursuance of the plan

J. 48873 -6
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1 of reorganization, no gain to the corporation shall be

2 recognized from the exchange, but

3 (2) If the corporation receiving such other prop-

4 erty or money does not distribute it in pursuance of the

5 plan of reorganization, the gain, if any, to the corpora-

6 tion shall be recognized, but in an amount not in excess

7 of the sutn of such money and the fair market value of

8 such other property so received, which is not so

9 distributed.

10 (e) IM~ss FROn EXCHANGES NOT SOLELY IN

11 KIND.-If an exchange would be within the provisions of

12 subsection (b) (1) to (5), inclusive, of this section if it

13 were not for the fact that the property received in exchange

14 consists not only of property permittedd by such paragraph

15 to be received without the recognition of gain or loss, but

16 also of other property or money, then no loss from the

17 exchange shall be recognized.

18 (f) INVOLUNTARY CoXvEsIONS.-If property (as a

19 result of its destruction in whole or in part, theft or seizure,

20 or an exercise of the power of requisition or condemnation,

21 or the threat or imminence thereof) is compulsorily or

22 involuntarily converted into property similar or related in

23 service or use to the property so converted, or into money

24 which is forthwith in good faith, under regulations pre-

25 scribed by the Commissioner with the approval of the See-
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1 retary, expended in the acquisition of other property similar

2 or related in service or use to the property so converted, or

3 in the acquisition of control of a corporation owning such

4 other property, or in the establishment of a replacement

5 fund, no gain or loss shall be recognized. If any part of the

6 money is not so expended, the gain, if any, shall be recog-

7 nized, but in an ainowit not in excess of the money which

8 is not so expended.

9 '(* P....f **+..S. i . , t

10 '( N.. , to4fM e ia distribt4ed- in Pit,,tit :ee of a. Pla:- of

12 thte ......... :ee.a..te. int o'ath e p t

13 ot in n.ief eoiom-a a puy to the ...... t..+*

14 wthe i h die ..etide. 4y eueh sm:'ehe-- of steek of

15 %IOWA in, sh ,--oip ,,Ai-,) lie gain to the -ierributt fm-ei

16 tde ie of sueh s ose4e s g be..

17 Q)-SAME~ ELTEU'T ON mFUTU IemuIOf

18 The jist~rih .,t p) in j itP, of tt pla., of

19 by or of behalf o fef ay toe garika

20 fit#*oft ek ektftsoseetk oftwi itieia o*-

21 pofti .. i jft F y to the ee 5"-Ai*, fte gi fn to the

2)) distibdiatee, koirn the *eitof saiek steek of seetffities wits

23 by 6,w- sh4 R be eonsideaediakib

24 of o e , with the of section 44,1b)-
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I ft* t otte t4 o 4f t ....... :' tt 4 iy 4 ~ ~ *

2 ,iIwo by tie t ,, -

3 4- (,q) I -jI. BN (OF lA)GANI;z'1 .-. As used

4 in this section and .stee*ts 44- w 454 *ctwn 113-

5 (1) The tr , " reitga tit,iiiun " ni t us (A) P

(4) stlujtry! mvidger or conolidution -fg, ur (13)

7 the acuitiion by one corporation 4f it cachuige -,tly

8 ior its ,tib!! ,I 'ck: of at lcast t tto- 6t t,+r ct ii I urn

9 Of the vothg stock and tit hcast 80tt. .. y 80 per

10 ct muof dtietjl lau niiicr (of -hares of all other ics

11 of stock of another ttmf, of curpurro t; or of

12 suibstanitialldY all the proplertics of another c-rporatioilj-,

13 t -*, or ((C) a transier iy a corporation of all or a

14 part of its awets to auol'er eorpvoration if immediately

15 after the transfer the transferor or its stockholders or

16 both are in control of the corporation to which the

17 assets are transferred, or "-4 (D) a recapituiztion,

18 or -$4- (E) a mere change iu identity, forimi, or place

19 of organization, however effected.

20 (2) The term "a party to a reorganization

21 includes a corporation resulting from a reorganization

22 and includes both corporations in the case of wi Mb-

23 tiea 4y Ot o of at 1 a Ek.p ,y of the

24 tiboek t4 t 6 P o the toW mm

25 ke 4 share of eihe ehse of a 4 m



1 (5 Vt (li/l ' ri a (LI b(iio rt..ai iig/ nii the acq'iui-

2 miIl iti by wit, ('JIr'Ju ht f .4.tf4,0" or t / .:rt iof

3 ( liadhr.

4 -- (h) DEJ 1YTION OF" C oIRL.-As uwwd in this

5 sectiun the lcru " cuool " iLiS the owiierAfip of at :]at

6 80 per kCXttih of the voting ,.-iock and at luast 60 per et mu

7 of the total number of shares (f all othcr claics of stoc-k of

8 the cu r oiation.

9 k- (i) FOREIUN C010,(APtoATIO,-1n dcter-minimg

10 the extent to which gain shall be recognized in the case of

11 Finy of the exchanges Ots "1-31ne (made after the date of

12 the enactment of this At) described in subsection (b) (3),

13 (4), or (5), or dcscribtd in so much of subsection (e) is

14 refers to sibs,ectin (h) (3) or (5), or described in sublse,-

15 tion (d) or --g-, a foreign corporatim, shall not be coiside,'d

16 as a corporation miless, prior to such exchange tq *4646-

17 t;i, it has beei utslais.hed to the sat.*factioli of the Con-

18 missioner that such (xchmige of 4istfi**i is not in parsu-

19 ance of a plan havhig as one of its principid purposes the

20 avoidance of Federal income taxes.

21 SEC. 113. ADJUSTED BASIS FOR I)ETERMINING GAIN OR

22 LOSS.

23 (a) BASIS (UNADJUSTED) OF PrOPERTY.-The basis

24 of property shall be the cost of such properly; except that-

X~fflm
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(1) INvEN'roY v.Lu r.-If tile lproIJ('ty should

2 have been included in the last inventory, the bitsis shall

3 be the lat in' cur vcdlue thereof.

4 (2) (iW1FS AFT'R DECEMBERml :, 1;O.-if the

5 property WaS actjulied by gift after December 31,

6 1920, the bais shall le the sane as it would be in

7 the 1nds of the donor or the last preceding owner by

8 whom it vas not acquirted by gift, ,.'c, pt that for the

9 purpom of l(turinining loss the basis shall be the l,i.u

10 so determined or the fair market i.a',, of th,. property

11 at the time (f the qift. wjiuucrur is I,,,,r. If the fats

12 necessary to determine si bt6s th basis in the haluds

13 of the donor or the last preucding ,tuf r are uikiiowii

14 to the dniee, the lie o iiissiiler sli:ll, if l .sihle.

15 obtain such facts from such donor or hist pir-cedijig

16 owner, or ainy other person cognizant thereof. If tie

17 Couunissioner finds it impossible to obtain such facts,

18 the basis in the hands of such donor or last preceding

19 owner shall be the fair market value of such property

20 as found by the Commissioier as of the date or approx-

21 inmate date it which, according to the best inforination

22 that the Conumissioner is able to obtain, such property

23 was acquired by such donor or last, preceding owner.

24 (3) TVRANSLER IN TRUST AFTER DECEMBER 31,

25 192o.-If the property was acquired after December



1 31, 1920, by a t rtim.fr in trust (other than by a

2 transfer in trust by" a bt or ('visC) the basis shall

3 be the same us it would he in the hands of the grantor,

4 incireased in the amount of gain or decreased in the

5 amount of lobs recognized to the grantor upon such

6 taiaser twder the law applicable to the year in which

7 the transfer was made.

8 (4) GIFT OR TRANSFER IN TRUST BEFORE

9 JANUARY 1, 1921.-If the property was acquired by

10 gift or transfer in trust on or before December 31, 192.0,

11 the basis shall be the fair market value of such property

12 at the time of such acquisition. T-he of this

13 pam~gtlt"ph 4t1H to the 4" ofk** 4ste

14 t.....y i4 sso te t*e ift seeio!) 4

15 the 4 4 + --(-, or4 i- se,iofi of

16 the Reyemae A + of 4-w24 R the eti Aet (4 6

17 tpe- tig a*ie pwe* (4 appoirt-

18 fm .. 4 the 4t" o

19 (5) PROPERTY TRANSMITTED AT DEATIH-44

20 repfyfi yO

21 if red peel' was ae,"ik""e- by geoerfl

22 de oby--'... de bmis shlt be +he fi ... i,,ttet

23 4 the .ep - theteoth th

24 dfee4eiA7 -M th pFrjity W-" dtqffifte by 4W

25 deoelde*& estaw f to4 , e d m the bis ui the
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2 tW#Fp" t he 4te o h eth 6ee* d t4

4 y WAofby ythe i96bt 11

5 4 t p A t time 4 di b to

6 4wa I**y*y If the property was acquired by be-

7 qiIst, (h,is., or' inlcritaic, Or h t/e ,icc' cf's

8 e.dtte ( rout the ,l(','/dl, /i, the bi.six sh/all be the fair

9 market value of such property at the time of such

10 acquisition. In the case of property transferred in

11 trust to pay the income for life to or upon the order or

12 direction of the grantor, with the right reserved to the

13 grantor at all times prior to his death to revoke the

14 trust, the basis of such property in the hands of the

15 persons entitled under the terms of the trust histrument

16 to the property after the grantor's death shall, after

17 such death, be the same as if the trust instrument had

18 been a will executed on the day of the grantor's death.

19 For the purpose of this paragraph properly passing

20 without full and adequate consideration under a general

21 power of appointment exercised by will shall be deemed

22 to be properly passing from the individual exercising

23 such power by bequest or devise.

24 (6) TAX-FnF'IE EXCHANGES GENERALLY.-If the

2 property was tt e acquired, after February 28,



I
1913, upon an exchange describedd in section 112 (b)

to (e) , inclusive, the basis shall be the same as in

3 the case of the property exchanged, decreased in the

4 amount of any money received by the taxpayer and

5 creased in the amount of gain or decreased in the

6 umouit of loss to the taxpayer that was recognized

7 upon such exchange under the law applicable to the

8 year in which the exchange was made. If the property

9 so acquired consisted in part of the type of property

10 permitted by section 112 (b) to be received without

I I the recognition of gain or lobs, and in part of other

12 propel ty, the basis provided in this paragraph shall be

13 allocated between the properties (other than money)

14 received, and for the purpose of the allocation there

15 shall be assigned to such other property an amount

16 equivalent to ;ts fair market value at the date of the

17 exchange. This paragraph shall not apply to property

18 acquired by a corporation by the issuance of its stock

19 or securities as the consideration in whole or in part

20 for the transfer of t..; property to it.

21 (7) TRANSFEw1 T) CORPORATION WHERE 0ON-

22 TBOL OF PROPERTY IIEMAINS IN SAME PERWONS.-If

23 the property was acquired after December 31, 1917,

24 by a corporation in connection with a reorganization,

25 and immediately after the transfer an interest or coutrol

89
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1 in such property of 50 per centum or more remained

2 in the same persons or any of them, then the basis shall

8 be the same as it would be in the hands of tle trans-

4 feror, increased in the aniount of gain or decreased in

5l the amount of loss recognized to the transferor upon

such transfer under the law applicable to the year in

7 which the transfer was made. This paragraph shall

8 not apply if the property acquired consists of stock or

9 securities in a corporation a party to the reorganization,

10 unless acquired by the issuance of stock or securities of

11' the transferee as the consideration in whole or in part

12 for the trnsfer.

13 (8) PROPRTY AQU('QLTIRED BY ISSUANCE OF

14 STOCK M? AS I.AJI)-IN SITIPLUS.-I the property was

15 acquired after 1)ecenber 31, 1920, by a corporation-

16 (A) by the issuance of its stock or securities

17 in connection with a transaction described in see-

18 tion 112 (b) (5) (including, also, cases where

'19 l)alt of the consideration for the transfer of such

20 property to the corporation was property or

21 money, in addition to such stock or securities), or

22 (B) as paid-in surplus or as a contribution

23 to capital,

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

25 hands of the transferor, increased in the amount of gain
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I or decreased in the amount of loss recognized to the

2 transferor upon such transfer under the law applicable

13 to the year in which the transfer was made.

4 49)- o i ziii -4........f 4t w 1t *oet-y

5 oet f toek of seettitfieis~tb4~ ft4e Ieee +t

6 ff 3 4-924, t a tp,.Vte if etmi. ....tt wih a

7 ttra4ti$*o: deser4ibe i** seet*iot 444+g+7 h basis i

8 hea se of t4e se1i ifke t of whik the dis:isi.t-

9 44m~~ wt~ *tttLIde 4*t41 bel- tqpi me4 idei ftues Rt*4

I () fi gutft efbe4 bt the Commis*imlei With the

11 .......... t6 Seerekt* btweeft s* 4oek ft... t,,e

13 -(44) (9) INVOLUNTARY CONVESION.-If the

14- proj)erty was e acquired, (i/Icr February 28,

15 1913, as the result of a coinpulsory or involuntary

1; conversion described in section 112 (f), the basis shall

17 be the same as in the case of the property so con-

18 verted, decreased in the amount of any money received

19 by the taxpayer which was not expended in accordance

20 with the provisions of law (applicable to the year in

21 which such conversion was made) determining the tax-

22 able status of the gain or loss upon such conversion,

23 and increased in the amount 'of gain or decreased in

2.1 the amount of loss to the taxpayer recognized upon

I
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1 such conversion under the law applicable to the year

2 in which such conversion was made.

3 -(444- (10) WASH SALES OF nTOCK.-If the prop-

4 ertv consists of stock or securities the acquisition of

5 which (or the contract or option to acquire which)

6 resulted in the nondeductibility (under section 118

7 of this Act or corresponding provisions of prior income

8 tax laws, relating to wash sales) of the loss from the

9 sale or other disposition of substantially identical stock

10 or securities, then the basis shall be the basis of the

11 stock or securities so sold or disposed of, increased or

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

13 between the price at which the property was acquired

14 and the price at which such substantially identical

15 stock or securities were sold or otherwise disposed of.

16 ( (11) IOPERTY ACQUIRED DURING AFFIL-

17 IATIO.-In the case of property acquired by a corpo-

18 ration, during a period of affiliation, from a corporation

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

20 after such period of affiliation, shall be determined, in

21 accordance with regulations prescribed by the Com-

22 missioner with the approval of the Secretary, without

23 regard to inter-company transactions in respect of

24 which gain or loss was not recognized. For the par-

25 poses of this paragraph, the term "period of affliaioa
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means the period during which such corporations were

2 affiliated (determined in accordance with the law ap-

3 plicable thereto) but (toes not include any taxable year

4 beginning on or after January 1, 1922, unless a con-

5 solidated return was made, nor any taxable year after

6 the taxable year 1928. The basis in case of property

7 acquired by a corporation during any period, in the

8 taxable year 1929 or any subsequent taxable year, in

9 respect of which a consolidated return is made by such

10 corporation under section 141 of this Act or the Rev-

11 enue Act of 1928 or te Revenue Act of 1932, shall be

12 determined in accordance with regulations prescribed

13 under section 141 (b) of this Act or the Revenue Act

14 of 1928 or the Reven;ue Act of 1932. The basis in

15 the case of property held by a corporation during any

16 period, in the taxable year 1929 or any subsequent

17 taxable year, in respect of which a consolidated return

18 is made by sach corporation under section 141 of this

19 Act or the Revenue Act of 1928 or the Revenue Act of

20 1932, shall be adjtited in respect of any items relating

21 to such period, in accordance with regulations pre-

22 scribed under section 141 (b) of this Act or the

23 Revenue Act of 1928 or the Revenue Act of 1932,

24 applicable to such period.
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1 (12) B.tAsis EST.LISHED BiY RE'IENUF ACT

2 OF 1932.-if the property was acquired, after Febru-

3 ary 28, 1913, in any taxable year beginning prior to

4 January 1, 1934, and the basis thereof, for the pur-

5 poses of the Revenue Act of 1932 was prescribed by

6 section 113(a) (6), (7), or (9) of such Act, then for

7 the purposes of this Act the basis shall le the same as the

8 basis therein prescribed in the Revenw Act of 1932.

9 (13) P.IRTNE SHIPS.-If the property was ac-

10 quired, after February 28. 1913, by a partnership and

11 the basis is not otherwise determined under any of the

12 paragraphs (1) to (12), inclusive, of this subsection,

13 then the basis shall be the same (is it would be in the

14 hands of the transferor, increased in the amount of gain

15 or decreased it the amount of loss recognized to the

16 transferor upon such transfer under the law applicable

17 to the year in which the transfer was made. If the

18 properly was distributed in kind by a partnership to

19 any partner, the basis of stich property in the hamls of

20 the partner ,shall be such part of the basis in his hands

21 of his partner' , hip interest (is is properly allocable to

22 such property.

23 -- . (14) PROPERTY ACQUIRED BEFORE MARO

24 1, 1913.-In the case of property acquired before

25 March 1, 1913, if the basis otherwise determined under

26 this subsection, adjusted (for the period prior to



1 March 1, 1913) as provided in subsection (b), is

2 less than the fair market value of the property as of

3 March 1, 1913, then the basis for determining gain shall

4 be such fair market value. In determining the fair

5 market value of stock in a corporation as of March 1,

6 1913, due regard shall be given to the fair market value

7 of the assets of the corporation as of that date.

8 (b) ADJUSTED BASIS.-The adjusted basis for deter-

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

10 property, whenever acquired, shall be the basis determined

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

12 (1) GENErAL RULE.-Proper adjustment in

13 respect of the property shall in all cases be made-

14 (A) for expenditures, receipts, losses, or

15 other items, properly chargeable to capital account,

16 including taxes and other carrying charges on unim-

17 proved and unproductive real property, but no

18 such adjustment shall be made for taxes or other

19 carrying charges for which deductions have beeii

20 taken by the taxpayer in determining net income

21 for the taxable year or prior taxable years;

22 (B) in respect of any period since February

23 28, J.913, for exhaustion, wear and tear, obso-

24 lescence, amortization, and depletion, to the extent

25 allowed (but not less than the amount allowable)

95
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1 under this Act or prior income tax laws, Where

2 for any taxable year prior to the taxable year 1932

3 the depletion allowance was based on discovery

4 value or a percentage of income, then the adjust-

5 ment for depletion for such year shall be based on

6 the depletion which would have been allowable

7 for such year if computed without reference to

8 discovery value or a percentage of income;

9 (C) in respect of any period prior to March

10 1, 1913, for exhaustion, wear and tear, obsoles-

11. cence, amortization, and depletion, to the extent

12 sustained;

13 (D) in the case of stock (to the extent not

14 provided for in the foregoing subparagraphs) for

15 the amount of distributions previously made

16 which, under the law applicable to the year in

17 which the distribution was made, either were tax-

18 free or were applicable in reduction of basis (not

19 including distributions made by a corporation,

20 which was classified as a personal service cor-

21 portion under the provisions of the Revenue Act

22 of 1918 or 1921, out of its earnings or profits

23 which were taxable in accordance with the provi-

24 sions of section 218 of the Revenue Act of 1918

25 or 1921).
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1 (2) SU ITUTED BAsIs.-The term "substi-

2 tuted basis" as used in this subsection means a basis

3 determined under any provision of subsection (a) of

4 this section or under any corresponding provision of a

) prior income tax law, providing that the basis shall be

G; determined-

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

a transferor, donor, or grantor, or

9 (B) by reference to other property held at

10 any time by the person for whom the basis is to

11 be determined.

12 Whenever it appears that the basis of property in the

13 hands of the taxpayer is a substituted basis, then the

14 adjustments provided in paragraph (1) of this sub-

15 section shall be made after first making in respect of,

16 such substituted basis proper adjustments of a similar

17 nature in respect of the period during which the prop-

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

19 during which the other property was held by the person

20 for whom the basis is to be determined. A similar rule.

21 shall be applied in the case of a series of substituted

22 bases.

23 SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

24 (a) BASIS FOR DEPBcIATIo .- The basis upon

25 which exhaustion, wear and tear, and obsolescence are to

J. 48873--7



1 be allowed in respect of any property shall be the adjusted

2 basis provided in section 113 (b) for the purpose of deter-

8 mining the gain et les upon the sale or other disposition

4 of such property.

5 (b) BAsis Foit DEPLETiO.-

6 (1) GENERAL RULE.-The basis upon which de-

7 pletion is to be allowed in respect of any property shall

8 be the adjusted basis provided in section 113 (b) for

9 the purpose of determining the gain or les upon the sale

10 or other disposition of such property, except as provided

11 in paragraphs (2), (3), and (4) of this subsection.

12 (2) DIscOVERY VALUE IN CASH OF MINE.-

13 In the case of mines (other than metal, coal or sulphur

14 mines) discovered by the taxpayer after February 28,

15 1913, the basis for depletion shall be the fair market

16 value of the property at the date of discovery or within

17 thirty days thereafter, if such mines were not acquired

18 as the result of purchato of a proven tract or lease, and

19 if the fair market value of the property is materially

20 disproportionate to the cost. The depletion allowance

21 under section 23(m) based on discovery value pro-

22 vided in this paragraph shall not exceed 50 per centum

23 of the net income of the taxpayer (computed without

24 allowance for depletion) from the property upon which

25 the discovery was made, except that in no case shall
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the depletion allowance under action 23(m) be less

than it would be if computed without reference to dis-

3 covery value. Discoveries shall include minerals in

4 commercial quantities contained within a vein or de-

5 posit discovered in an existing mine or mining tract

6 by the taxpayer after February 28, 1913, if the vein

7 or deposit thus discovered was not merely the un-

8 interrupted extension of a continuing commercial vein

9 or deposit already known to exist, and if the dig-

10 covered minerals are of sufficient value and quantity

11 that they could be separately mined and marketed at

12 a profit.

13 (3) PERCENTAGEE DEPLETION FOR OIL AND GAS

14 WEL,.a-In the ease of oil and gas wells the allowance

15 for depletion under section 23(m) shall be 27J per

16 centum of the gross income from the property during

17 the taxable year, excluding from such gross income an

18 amount equal to any rents or royalties paid or incurred

19 by the taxpayer in respect of the property. Such

20 allowance shall not exceed 50 per centum of the net

21 income of the taxpayer (computed without allowance

22 for depletion) from the property, except that in no

23 case shall the depletion allowance under section 23(m)

24 be less than it would be if computed without reference

25 to this paragraph.
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1 (4) PEROENTAOE DEPL TION FOR COAL AND

2 METAL MINES AND SULPHUB.-The allowance for

8 depletion under section 23(m) shall be, in the oso of'

4 coal mines, 5 per centum, in the case of metal mines,

5 15 per centum, and, in the case of sulphur mines or de-

6 posits, 23 per centum, of the gross income from the

7 property during the taxable year, excluding from such

8 gross income an amount equal to any rents or royalties

9 paid or incurred by the taxpayer in respect of the prop-

10 erty. Such allowance sball not exceed bo per centum

11 of the net income of the taxpayer (computed without

12 allowance for depletion) from the property e ht
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he ifthe t ptyer md ee t eit d e tw " amh
2

3 A taxpayer making his first return under A8 title in

4 respect of a property shall state whether he elects to have

5 the depletion allowance for such property for the taxable

6 year for which the return is made computed with or

7 without regard to percentage depletion, and the depletion

8 allowance in respect of such property for such year

9 shall be computed according to the election thus made.

10 If the taxpayer fails to make suwh statement in the

11 return, the depletion allowance for such property for

12 such year shall be computed without reference to

13 percentage depletiun. The method, de'termined as

14 above, of computing the depletion allowance shall be

15 applied in the case of the property for all taxablee

1 years in which it is in the hands of such tarpayer,

17 or of any other person if the basis of the property

18 (for determining gain) in his hands is, under section

19 113, determined by reference to the bawis in the hands

20 ,f such taxpayer, vither directly or through one or

21 more sub.tituted base,, as defined in that section.

22 SEC. 115. DISTRIBUTIONS BY CORPORATIONS

23 (a) DEFNITIOx OF D _VWEND.-The term " dividend"

24 when used in this title (except in section 203 (a) (4)

25 and section 28e) i%4- 207(c)(1), relating to insurance
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1 companies) means any distribution made by a corporation

2 to its shareholders, whether in money or in other property,

3 out of its earnings or profits accumulated after February

4 28, 1913.

5 (b) Souitci op DISTIBUTION.-For the purposes

6 of this Act every distribution is made out of earnings or

7 profits to the extent thereof, and from the most recently

8 accumulutcd earnings or profits. Any earnings or profits

9 accainulated, or increase in value of property accrued, before

10 March 1, 1913, may be distributed exenipt from tax, after

11 the earnings and profits accumulated after February 28,

12 1913, have been distributed, but any such tax-free distribu-

13 tion shall be applied against and reduce the adjusted basis of

14 the stock provided in section 113.

15 (c) DISTRIBUTIONIS iN LiQUIDATION.-Amounts 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 loss to the distributee resulting from

21 such exchange shall be determined under section 111, but

22 shall be recognized only to the extent provided in section

23 112. Despite the provisions o/ section 117(a), 100 per

24 centurn of the gain so recognized shall be taken into account

25 in computing net incone.. In the case of amounts distributed
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I (whether before January 1, 1934, or on or after such darf)

2 in partial liquidation (other than a distribution within the

3 provisions of seetien 4 aubwercion (h) of this section

4 of stock or securities in connection with a reorganization)

5 the part of such distribution which is properly chargeable

0 to capital account shall not be considered a distribution of

7 earnings or profits within the meaning of subsection (b)

A of this section for the purpose of deteimining the taxability

0 of subsequent distributions by the corporation.

I0 (d) OTHER DIsrRIBUTION1S POM CAPITAL.-I any

I1 distribution (not in partial or complete liquidation) made by

12 a corporation to its shareholders is not out of increase in

13 value of property accr, ed before Mardh 1, 1913, and is not

14 out of earnings or profits, then the amount of such distribu-

15 tion shall be applied against and reduce the adjusted 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) DISTRIBUTIONS BY PFAWONAL S VICE CORPORA-

20 TrON.-Any distribution mude by a corporation, which was

21 classified as a personal service exrporation under the pro-

22 visions of the Revenue Act of 1918 or the Revenue Act

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

24 in accordance with the provisions of section 218 of the Reve.
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I nue Act of 1918 or section 218 of the Revenue Act of 1921,

2 shall be exempt from tax to the distributed.

3 (f) 8Tocx DivmWmNSs.-A stock dividend shal! not be

4 subjeC to tax.

5 (g) REDEbipioN oF 8rocx.--If a corporation oanoels

6 or redeems its stock (whether or not such stock was issued

7 as a stock dividend) at such time and in such manner as

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 amount so ditributed in redemp-

11 tion or cancellation of the stock, to the extent that it repre-

12 sets a distribution of earnings or profits accumulated after

13 February 28, 1913, shall be treated as a taxable dividend.

14 (h) DldTstJBUToIN OF STOCK ON RHORGANIZA-

15 TION-EFFE'T ON FUTuiE DisTRWUTWoNS.-Th di.-

16 tribution before January 1, 1934, in pursuance of a plan

17 of reorganization, by or on behalf of a corporation a party

IS to the reorganization, of its stock or securities or stock or

19 securities in a corporation a party to the reorganization, if

24) v, gain to the distributee from the receipt of such stock or

21 securities was recognized by law, shall not be considered a

22 distribution of earnings (,r profits within the meaning of this

23 section for the purpose of determining the taxability of sub-

24 sequent distributions by lte oiporatwim. As used in this
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I a4win, the term "reorganization" and "party to to

2 reorganization" da1 have the meaning. aeeigned to ach

8 krs in section 112 of the Revenue Ac of 1932.

4 *. (i) DEFINmoN oF PARTLY LIQUiDATIO.-A

5 used in this section the term "amounts distributed in partial

6 liquidation" means a distribution by a corporation in con-

7 plete cancellation or redemption of a part of its stock, or one

8 of a series of distributions in complete cancellation or redemp-

9 tion of all or a portion of its stock.

10 SEC. 116. EXCLUSIONS FROM GROSS INCOMEL

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

12 following itetis shall not be included in gross income and

18 shall be exempt from taxation under this tide:

14 (a) EBAND INCOME FROM SouiCs WITHOUT

15 UNITED STATES.-In the case of an individual citizen of

16 the United States, a bona fide nonresident of the United

17 States for more than six months during the taxable year,

18 amounts received from sources without the United States

19 (except amounts paid by the United States or any agency

20 thereof) if such amounts would constitute earned income

21 a defiwd in actionn 25(a) if received from sources within the

22 United Statesy; but such individual shall not be allowed as

23 a deduction from his gross income any deductions properly

24 allocable to or chargeable agai'nt amounts excluded from

25 gross income under this subsection. As tsed ii this " tbsee-
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15 (b) TEACIER8 IN ALASKA AND IIAWAL-In the

16 case of an individual employed by Alaska or Ilawaii or aiy
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11) section shall not exempt compensation paid directly or

20 ildire'tly by the Government of the United States. ab-
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3 (c) IKoomJ or FowmUl Govmmums.m -The in-

4 come of foreign government, received from investments in

5 the United States in stocks, bonds, or other domestic securi-

6 ties, owned by such foreign governments, or from interest on

7 deposits in bank in the United States of moneys belonging

8 to such foreign governments, or from any other source

9 within the United States.

10 (d) INcoz oF STATFa, Mumciurme n , E'.-

11 Income derived from any public utility or the exercise of any

12 essential governmental function and accruing to any State,

18 Territory, or the District of Columbia, or any political sub-

14 division of a State or Territory, or income accruing to the

15 goviunuent of tuiy pokswesion of the United States, or any

16 political subdivision thereof.

17 Whenever any State, Territory, or the District of

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

19 tory, prior to September 8, 191$, entered in good faith

20 into a contract with any person, the object and purpose of

21 which is to acquire, construct, operate, or maintain a public

22 utility-

23 (1) If by the terms of such contract the tax

24 imposed by this title is to be paid out of the proceeds

25 from the operation of such public utility, prior to any
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I dividon of such proceeds between the person and

2 the Ste, Territory, poa sub io or the

8 Dimict of Columbia, and if, but for the imposition of

4 the tax imposed by thi title, a part of such proceeds for

5 the taxable year would accrue directly to or for the

6 use of such State, Territory, political subdivision, or

7 the District of Columbia, then a tax upon the uct income

8 from the operation of such public utility shall be

9 levied, assessed, collected, and paid in the manner

10 and at the rates proscribed in 'this title, but them

I I shall be refunded to suech State, Territory, political

12 subdivision, or the Discriot of Columbia (under rulti

13 and regulations to be prescribed by the Commisionet

14 with the approval of the Secretary) an amount which

15 bears the same relation to the amount of the tax as the

16 amount which (but for the imposition of the tax

17 imposed by this title) would have accrued directly to

18 or for the use of such State, Territory, political sub-

19 division, or the District of Columbia, bears to the

20 amount of the net income from the operation of sutch

21 public utility for such taxable year.

22 (2) If by the terms of such contract no part of

23 the proceeds from the operation of the public utility

24 for the taxable year would, irrespective of the tax

25 imposed by this title, accrue directly to or for the use
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1 of such State, Territory, political subdivision, or the

2 District of Columbia, then the tax upon the net income

8 of such person from the operation of such public utility

4 shall be levied, assessed, collected, and paid in the

5 manner and at the rates prescribed in this title.

8 (e) Bwoa To BB AcquwuD BY STATI O POLrrTL-

7 oAL Sunm vlaoKi.--.Whenevor any State or political sub-

8 division thereof, in pursuance of a contract to which it is not

9 a party entered into before the enactment of the Revenue

10 Act of 1928, is to acquire a bridge-

11 (1) If by the terms of such contract tho tax im-

12 posed by this title is to be paid out of the proceeds from

18 the operation of such bridge prior to any division of

14 such proceeds, and if, but for the imposition of the

15 tax imposed by this title, a part of such proceeds for the

16 taxable year would accrue directly to or for the use o4

17 or would be applied for the benefit of such State or

18 political subdivision, then a tax upon the net income

19 from the operation of such bridge shall be levied,

20 assessed, collected, and paid in the manner and at the

21 rates prescribed in this title, but there shall be refunded

22 to such State or political subdivision (under rules and

23 regulations to be prescribed by the Commissionor with

24 the approval of the Secretary) an amount which bears

25 the sae relation to the amount of the tax as the amount
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I which (but for the imposition of the tax imposed by

2 this title) would have accrued directly to or for th us

3 of or would be applied for the benefit of such State or

4 political subdivision, bean to the amount of the net

5 income from the operation of such bridge for such tax-

6 able year. No such refund shall be made unless the

7 entire amount of the refund is to be applied in part

8 payment for the acquisition of such bridge.

9 (2) If by the terms of such contract no part of

10 the proceeds from the operation of the bridge for the

11 taxable year would, irrespective of the tax imposed by

12 this tide, accrue directly to or for the use of or be

13 applied for the benefit of such State or political sub-

14 division, then the tax upon the net income from the

.15 operation of such bridge shall be levied, assessed, col-

16 lected, and paid in the manner and at the rates pre-

17 scribed in this title.

18 (f) DIVIDEND FROM "CIJNA TRADiE AcT" 0oR-

19 PORATION.-In the case of a person, amounts distributed as

20 dividends to or for his benefit by a corporation organized

21 under the China Trade Act, 1922, if, at the time of such

22 distribution, he is a resident of China, and the equitable right

23 to the income of the shares of stock of the corporation is in

24 good faith vested in him.
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1 (g) SHIPOWNEES' PROTETION AND IDEM.UTY

2 AsooIATIONS.-The receipts of shipowners' mutual proteo-

3 ion and indemnity associations not organized for profit, and

4 no part of the net earnings of which inures to the benefit of

5 any private shareholder; but such corporations shall be sub-

6 ject as other persons to the tax upon their net income from

7 interest, dividends, and rents.

8 SEC. 117. CAPITAL GAINS AND LOSS"'.

9 (a) GENERAL RULE.-In the case of a taxpayer,

10 other than a corporation, only the following percentages of

11 the gain or loss recognized upon the sale or exwchnge of a

12 capital asset shall be taken into account in computing nel

13 income:

14 100 per centum if the capital asset has been held

15 for not more than 1 year;

16 80 per century if the capital asset has been held

17 for more than 1. year but not for more than 2 years;

18 60 per centum if the capital asset has been held

19 for more than 2 years but not for more than 5 years;

20 40 per centum if the capital asset has been held for

21 more than 5 years but not for more than 10' years,

22 30 per centum if the capital asset has been held

23 for more than 10 years.

24 (b) DEFINITION OF CAPITAL ASSET.-For the pur-

25 poscs of this title, "capital assets" means property held by



113

1 the taxpayer (whether or not connected with his i .de or

2 business), but does not include stock in trade of the taxpayer

3 or other property of a kind which would properly be included

4 in the inventory of the taxpayer if on hand at the close of

5 the taxable year, or property held by the taxpayer primarily

6 for sale to customers in tie Ordinary course of his hade or

7 business.

8 (c) DETERMINATION OF PERIOD FOR IVHICHI HEL.-

9 For the purpose of subsection (a)-

10 (1) In determining the period for which the tax-

11 payer has held property received on an exchange there

12 shall be included the period for which he held the prop-

13 erty exchanged, if under the provisions of section 113,

14 the property received has, for the purpose of determining

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

16 whole or in part in his hands as the property exchanged.

17 "(2) In determining the period for which the tax-

18 payer has held property however acquired there shall

19 be included the period for which such property was held

20 by any other person, if under the provisions of section

2.1 113, such property has, for the put'pose of detaining

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

23 whole or in part in his hands as it would have in the

24 hands of such other person.

J. 48873-8
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1 (3) In determining the period for which the tax-

2 payer has held stock or securities received upon a dis-

3 tribution where no gain was recognized to the distributee

4 under the provisions of section 112(g) of the; Revenue

5 Act of 1928 or the Revenue Act of 1932, there shall be

6 included the period for which he held the stock or securi-

7 ties in the distributing corporation prior to the receipt of

8 the stock or securities upon such distribution.

9 (4) In determining the period for which the tax-

10 payer has held stock or securities the acquisition of

11 which (or the contract or option to acquire which) re-

12 sulted in the nondeductibility (under section 118 of this

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

14 Revenue Act of 1932, relating ta wash sales) of the loss

15 from the sale or other disposition of substantially iden-

16 tical stock or securities, there shall be included the period

17 for which he held the stock or securities the loss from

18 the sale or other disposition of which was not deductible.

19 (d) LIMITATION ON CAPITAL LossE.-Losses from

20 sales or exchanges of capital assets shall be allowed only to

21 the extent of $2,000 plus the gains from such sales or

22 exchanges. If a bank or trust company incorporated under

23 the laws of the United States or of any State or Territory,

24 a substantial part of whose business is the receipt of

25 deposits, sells any bond, debenture, note, or certificate or
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1 other evidence of indebtedness issued by any corporation

2 (including one issued by a government or political sub-

3 division thereof), with interest coupons or in registered

4 form, any loss resulting from such sale shall not be subject

5 to the foregoing limitation except such portion of the loss

6 as is equal to the amount, if any, by which the adjusted

7 basis of such. instrument exceeds the par or face value

8 thereof.

9 (e) GAINS AND LOSSES FROM SHORT SALES, ETC.-

10 For the purpose of this title-

11 (1) gains or losses from short sales of property

12 shall be considered as gains or losses from sales or

13 exchanges of capital assets; and

14 (2) gains or losses attributable to the failure to

15 exercise privileges . or options to buy or sell property

16 shall be considered as gains or losses from sales or

17 exchanges of capital assets held for one year or less.

18 (f) RETIREMENT OF BONDS, ETC.-For the purposes

19 of this title, amounts received by the holder upoi the retire-

20 meant of bonds, debentures, notes, or certificates or other

21 .evidences of indebtedness issued by any corporation (indud.

22 ing those issued by a government or political subdivision

23 thereof), with interest coupons or in registered form, shall be

24 considered as amounts received in exchange therefor.



116

1 SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECU-

2 RITIES.

3 (a) In the case of any loss cl-imed to have been sus-

4 gained from any sale or other disposition of shares of stock

5 or securities where it appears that, within a period beginning

6 30 days before the date of such sale or disposition and ending

7 30 days after such date, the taxpayer has acquired (by pur-

8' chase or by an exchange upon which the entire amount of

9 gain or loss was recognized by law), or has entered into a

10 contract or option so to acquire, substantially identical

11 stock or securities, then no deduction for the loss shall be

12 allowed under section 23 (e) (2) ; nor shall such deduction

13 be allowed under section 23 (f) unless the claim is made by a

14 corporation, a dealer in stocks or securities, and with respect

15 to a transaction made in the ordinary course of its business.

16 (b) If the amount of stock or securities acquired (or

17 covered by the contract or option to acquire) is less than the

18 amount of stock or securities sold or otherwise disposed of,

19 then the particular shares of stock or securities the loss from

20 the sale or other disposition of which is not deductible shall

21 be determined under rules and regulations prescribed by the

22 Commissioner with the approval of the Secretary.

23 (c) If the amount of stock or securities acquired (or

24 covered by the contract or option to acquire) is not less

25 than the amount of stock or securities sold or otherwise dis-
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1. posed of, then the particular shares of stock or securities the

2 acquisition of which (or the contract or option to acquire

3 which) resulted in the nondeductibility of the loss shall be

4 determined under rules and regulations prescribed by the

5 Commissioner with the approval of tho Secretary.

6 SEC. 119. INCOME FROM SOURCES WITHIN UNITED STATES.

7 (a) GROSS INCOME FROM SOURCES IN UNITED

8 STATE.-The following items of gross income shall be

9 treated as income from sources within the United States:

10 (1) INTEREST.-Interest from the United States,

11 any Territory, any political subdivision of a Territory,

12 or the District of Columbia, and interest on bonds, notes,

13 or other interest-bearing obligations of residents, corpo-

14 rate or otherwise, not including-

15 (A) interest on deposits with persons carry-

16 ing on the banking business paid to persons ,not

17 engaged in business within the United States and

18 not having an office or place of business therein, or

19 (B) interest received from a resident alien

20 individual, a resident foreign corporation, or a

21 domestic corporation, when it is shown to the stis-

22 faction of the Commissioner that less than 20 per

23 centum of the gross income of such resident payor

24 or domestic corporation has been derived from

25 sources within the United States, as determined
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1 under the provisions of this section, for the three-

2 year period ending with the close of the taxable

3 year of such payor preceding the payment of such

4 interest, or for such part of such period as may be

5 applicable, or

6 (C) income derived by a foreign central

7 bank of issue from bankers' acceptances;

8 (2) DIvmENDS.-The amount received as divi-

9 dends--

10 (A) from a domestic corporation other

11 than a corporation entitled to the benefits of

12 section 251, and other than a corporation less than

13 20 per centum of whose gross income is shown to

14 the satisfaction of the Commissioner to have been

15 derived from sources within the United States, as

16 determined under the provisions of this section,

17 for the three-year period ending with the close

18 of the taxable year of such corporation preceding

19 the declaration of such dividends (or for such part

20 of such period as the corporation has been in

21 existence), or

22 (B) from a foreign corporation unless less

23 than 50 per centum of the gross income of such

24 foreign corporation for the three-year period end-

25 ing with the close of its taxable year preceding
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1 the declaration of such dividends (or for such part

2 of such period as the corporation has been in

3 existence) was derived from sources within the

4 United States as determined under the provisions

5 of this section; but dividends from a foreign cor-

6 poration shall, for the purposes of section 131

7 (relating to foreign tax credit), be treated as in-

8 come from sources without the United States;

9 (3) PERSONAL naFvIoE.--Compensation for

10 labor or personal services performed in the United

11 States;

12 (4) RENIALS AND ROYALTL.-Rentals or

13 royalties from property located in the United States or

14 from any interest in such property, including rentals

15 or royalties for the use of or for the privilege of using

16 in ,the United States, patents, copyrights, secret

17 processes and formulas, good will, trade-marks, trade

18 brands, franchises, and other like property; and

19 '(5) SALiE OF niL PROPERTY.--Gains, profits,

20 and income from the sale of real property located in

21 the United States.

22 , (6) SALE OF PERSONAL PROPERTY.-FOr gains.

23 profits, and income from the sale of personal property

24 see msbsection (e).
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1 (b) NET INCOME FROM SOuRCle n lTNims

2 STATES.-From the items of gross income specified in sub-

3 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) GRoss INCOME FROM SOURCES WITHOUT

11 UNIT D STATES.-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 United 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,



121

1 good will, trade-marks, trade brands, franchises, and

2 other like properties; and

3 (5) Gains, profits, and income from the sale of

4 real property located without the United States.

5 (d) NET INCOME FROM SOURBcS WITHOUT UNITED

6 STATS.-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 as net income from sources

13 without the United States.

14 (e) INCOME FROM SOURCES PARTLY WITHIN AND

15 PARTLY WITHOUT UNITED STATIS.-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 are separately 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 r"atable part of other
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1 expenses, losses or other deductions which can not definitely

2 be allocated to some item or class of gross income. Tho

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 deduo-

8 tions 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

11 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 Comnissioner with the approval of the Secretary.

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 or in

21 part) by the taxpayer 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

2.5 and income derived from the purchase of personal property
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1 within and its sale without the United States or from the

2 purchase of personal property without and its sale within the

3 United States, shall be treated as derived entirely from

4 sources within the country in which sold, except that gains,

5 profits, and income derived from the purchase of personal

6 property within the United States and its sale within a

7 possession of the United States or from the purchase of per-

8 sonal property within a possession of the United States and

9 its sale within the United States shall be treated as derived

10 partly from sources within and partly from sources without

1if the United States.

12 (f) DBu'nm'roNs.-As used in this section the words

13 "sale" or "sold" include "exchange" or "exchanged ""

14 and the word "produced" includes "created ", "fabri-

15 cated ", "manufactured ", "extracted ", "processed ",

16 "cured ", or "aged ".

17 SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE

18 AND OTHER CONTRIBUTIONS.

19 In the case of an individual if in the taxable year and

20 in each of the ten preceding taxable years the amount of the

21 contributions or gifts described in section 2&.()' 23(o) plus

22 the amount of income, war-profits, or excess-profits taxes

23 paid during such year in respect of preceding taxable years,

24 exceeds 90 per centum of the taxpayer's net income for each

25 such year, as computed without the benefit of section.34n')-
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1 23(o), then the 15 per centum limit imposed by stch section

2 shall not be applicable.

3 Supplement C-Credits Against Tax

4 [Supplementary to Subtitle B, Part III]

5 SEC. 131. TAXES OF FOREIGN COUNTRIES AND POSSES-

6 SIONS OF UNITED STATES.

7 (a) ALLOWANCE OF CREDIT.-If the taxpayer sigi-

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

9 the tax imposed by this title shall be credited with:

10 (1) CMZEN AND DOMESTIC CO ORATION.-In

11' the case of a citizen of the United States and of a domes-

12 tic corporation, the amount of any income, war-profits,

13 and excess-profits taxes paid or accrued during the tax-

14 able year to any foreign country or to any possession

15 of the United States; and

16 (2) RMIDENT OF UNITED STATE.-In the case

17 of a resident of. the United States, the amount of any

18 such taxes paid or accrued during the taxable year to

19 any possession of the United States; and

20 (3) AImEw RESIDENT OF UNITED STATS.-Iii

21 the crse of an alien resident of the United States, the

22 amount of any such taxes paid or accrued during the

23 taxable year to any foreign country, if the foreign

24 country of which such alien resident is a citizen or sub-

25 ject, in imposing such taxes, allows a similar credit
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to citizens of the United States residing in such country;

2 and

3 (4) PATNIRSIIPS AND ESTATES.-In the case

4 of any such individual who is a member of a partner-

5 ship or a beneficiary of an estate or trust, his propor-

6 tionate share of such taxes of the partnership or the

7 estate or trust paid or accrued during the taxable year

8 to a foreign country or to any possession of the United

9 States, as the case may be.

10 (b) LIMIT ON C(mrDI.--The amount of the credit

n taken under this section shall be subject to each of the

12 following limitations:

13 (1) The amount of the credit in respect of the

14 tax paid or accrued to any country shall not exceed the

15 same proportion of the tax against which such credit

16 is taken, which the taxpayer's net income from sources

17 within such country bears to his entire net income for

18 the same taxable year; and

19 (2) The total amount of the credit shall not

20 exceed the same proportion of the tax against which

21 such credit is taken, which the taxpayer's net income

22 from sources without the United States bears to his

23 entire net income for the same taxable year.

24 (c) ADJUSTMENTS ON PAYMENT OF ACCRUED

25 TAxm.-fI accrued taxes when paid differ from the
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1 amounts claimed as credits by the taxpayer, or if any tax

2 paid is refunded in whole or in part, the taxpayer shall

3 notify the Commissioner, who shall redetermine the amount

4 of the tax for the year or years affected, and the amount of

5 tax due upon such redetermination, if any, shall be paid by

6 the taxpayer upon notice and demand by the collector, or

7 the amount of tax overpaid, if any, shall be credited or

8 refunded to the taxpayer in accordance with the provisions

9 of section 322. In the case of such a tax accrued but not

10 paid, the Commissioner as a condition precedent to the

11 allowance of this credit may require the taxpayer to give a

12 bond with sureties satisfactory to and to be approved by the

13 Commissioner in such sum as the Commissioner may require,

14 conditioned upon the payment by the taxpayer of any

15 amount of tax found due upon any such redetermination; and

16 the bond herein prescribed shall contain such further condi-

17 tons as the Commissioner may require.

18 (d) YEAR IN WincH CREDIT TAKEN.-The credits

19 provided for in this section may, at the option of the tax-

20 payer and irrespective of the method of accounting employed

21 in keeping his books, be taken in the year in which the

22 taxes of the foreign country or the possession of the United

23 States accrued, subject, however, to the conditions prescribed

24 in subsection (c) of this section. If the taxpayer elects to

25 take such credits in the year in which the taxes of the foreign
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1 country or the possession of the United States accrued, the

2 credits for all subsequent years shall be takeit upon the

3 same basis, and no portion of any such taxes shall be allowed

4 as a deduction in the same or any succeeding year.

5 (e) PROOF OF CREDITS.-The credits provided in this

6 section shall be allowed only if the taxpayer establishes

7 to the satisfaction of the Commissioner (1) the total amount

8 of income derived from sources without the United States,

9 determined as provided in section 119, (2) the amount

10 of income derived from each country, the tax paid or accrued

11 to which is claimed as a credit under this section, such

12 amount to be determined under rules and regulations

13 prescribed by the Commissioner with the approval of the

14 Secretary, and (3) all other information necessary for the

15 verification and computation of such credits.

16 (f) TAXES OF FOREIGN SUBSMIIRY.-For the pur-

17 poses of this section a domestic corporation which owns a

18 majority of the voting stock of a foreign corporation from

19 which it receives dividends -(mt deduetible efnde section

20 2.3p in any taxable year shall be deemed to have paid

21 the same proportion of any income, war-profits, or excess-

22 profits taxes paid by such foreign corporation to any foreign

23 country or to any possession of the United States, upon or

24 with respect to the accumulated profits of such foreign corpo-

25 ration from which such dividends were paid, which the
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1 amount of such dividends bears to the amount of such accu-

2 mulated profits: Provided, That the amount of tax deemed to

3 have been paid under this subsection shall in no case exceed

4 the same proportion of the tax against which credit is taken

5 which the amount of such dividends bears to the amount of

6 the entire net income of the domestic corporation in which

7 such dividends are included. The term "accumulated

8 profits" when used in this subsection in reference to a

9 foreign corporation, means the amount of its gains, profits,

10 or income in excess of the income, war-profits, and excess-

11 profits taxes imposed upon or with respect to such profits or

12 income; and the Commissioner with the approval of the Sec-

13 retary shall have full power to determine from the accumu-

14 lated profits of what year or years such dividends were paid;

15 treating dividends paid in the first sixty days of any year as

16 having been paid from the accumlated profits of the pre-

17 ceding year or years (unless to his satisfaction shown other-

18 wise), and in other respects treating dividends as having

19 been paid from the most recently accumulated gains, profits,

20 or earnings. In the case of a foreign corporation, the income,

21 war-profits, and excess-profits taxes of which are determined

22 on the basis of an accounting period of less than one year, the

23 word "year" as used in this suibsection shall be construed

24 to mean such accounting period.
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I (g) CORPORATIONS TREATED AS FORE1N.-For the

2 purposes of this section the following corporations shallbe

3 treated as foreign corporations:

4 (1) A corporation entitled to the benefits of spc-

5 tion 251, by reason of receiving a large percentage of

6 its gross income from sources within a possessionof

7 the United States;

8 (2) A corporation organized under the China

9 Trade Act, 1922, and entitled to the credit provided 'Jor

10 in section 261.

11 BG 4", PA" - UNDER 4 A4CTI
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20 Supplement D-Returns and Payment of Tax

• 21 [Supplementary to Subtitle B, Part V]

22 SEC. 141. CONSOLIDATED RETURNS OF 'CORPORATIONS.

23 (a) PNtMLMGE wO Fn CONSOLIDATED RETURNS.-

-24 An affiliated group of corporations shall, subject to the

J. 48873 -9
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1 provisions of this section, have the privilege of making a

2 consolidated return for the taxable year in lieu, of separate

3 returns. The making of a consolidated return shall be

4 upon the condition that all the corporations which have

5 been emebers of the affiliated group at any time during the

6 taxable year for which the return is made consent to all the

7 regulations tinder subsection (b) (or, in case such regula-

8 tions are not, prescribed prior to the making of the return,

9 then the regulations )rescribed under section 141 (b) of the

10 Revenue Act of 1-928 1932 in so far as not inconsistent with

11 this Act) prescribed prior to the making of such return;

12 and the making of a, consolidated return shall be considered

18 as such consent. In the case of a corporation which is a

14 member of the affiliated group for a fractional part of the

15 year the consolidated return shall include the income of such

16 corporation for such part of the year as it is a member of

17 the affiliated group.

18 (b) REGULATIO.Ns--The Commissioner, with the

19 approval of the Secretary, shall prescribe such regulations

20 as he nmy deem necessary in order that the tax liability

21 of an affiliated group of corporations making a consolidated

22 return and of each corporation in the group, both during

23 and after the period of affiliation, may be determined,

24 computed, assessed, collected, and adjusted in such manner
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1 as clearly to reflect the income and to prevent avoidance (f

2 tax liability.

3 (C) COMPUTATION AND PAYMENT OF TA.-In any

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

5 determined, computed, assessed, collected, and adjusted in

6 accordance with the regulations under subsection (h) (or,

7 in case such regulations are not prescribed prior to the

8 making of the return, then the regulations prescribed under

9 section 141 (b) of the Revenue Act of 4028 1932 in so far

10 as not inconsistent with this Act) prescribed prior to the

11 date on which such return is made; e-eep 4hat fow the

12 ta-"e years 49.2 atd 10 thefe t he l be added to the

1$ rate of tf* ...... :b.d by seetiefns M do4 , and

14 4 ,r a mte of thee fewt of 4 per t' .... ad except

15 that for the ta-:tle years 4-984 and 498 there shall be

,16 added to the rate of tax prescribed by sections 13 (a),

17 201 (b), and 204 (a), a rate of - pet eentar 2 per centum,

-8 but the tax (at such increased ratte shal be c(Isi4'1red (is

19 imposed by sectimfl 13 (a), 201 (b), or 204 (a), as the case

20, may be.

21. , (d) DEFINITION OF "AFFILIATED GROUP ".-As

2.2' used in this section an "affiliated group" means one or more

23 chains of corporations connected through stock ownership

24 with a common parent corporation if--
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1 (1) At least 95 per centum of the stock of each

2 of the corporations (except the common parent corpora-

3 tion) is owned directly by one or more of the other

4 corporations; and

5 (2) The conmon parent corporation owns di-

6 rectly at least 95 per centum of the stock of at least one

7 of the other corporations.

8 As used in this subsection the term "stock" does not include

9 nonvoting stock which is limited and preferred u to

10 dividends.

11 (e) A consolidated return shall be made only for the

12 domestic corporations within the affiliated group. An insur-

13 ance compo ay subject to the tax imposed by section 201 or

14 204 shall not be included in the same consolidated return

15 with a corporation subject to the tax imposed by section 13,

16 and an insurance company subject to the tax imposed by

17 section 201 shall not be included in the same consolidated

18 return with an insurance company subject to the tax imposed

19 by section 204.

20 (f) CHINA TADE AcT OOM]PORATION.-A corpora-

21 tion organized under the China Trade Act, 1922, shaii iaot

22 be deemed to be affiliated with any other corporation within

23 the meaning of this section.

24 (g) COMuORATIO s DnrImiNG INCOME FROM Po8-

•25 SESSIONS OF UNITED STATES.-For the purposes of this
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1 section a corporation entitled to the benefits of section 251,

2 by reason of receiving a large percentage of its income ron

3 possessions of the United States, shall be treated as a foreign

4 corporation.

& (h) SU mIIARY FORMED TO COMPLY WITH FOREIGN

6 LAW.--In the case of a domestic corporation owning or con-

7 trolling, directly or indirectly, 100 per centum of the capital

8 stock (exclusive of directors' qualifying shares) of a corpora-

9 tion organized under the laws of a contiguous foreign country

10 and maintained solely for the purpose of- complying with the

11 laws of such country as to title and, operation of lropery,

12 such foreign corporation may, at the option of the domestic

13' corporation, be treated for the purpose of this title as a

14 domestic corporation.

15 (i) SUsP NsION, OF RUNNING OF STATUTE OF LIm-

16 TATIONS. -If a notice under section 272 (a) in respect of

17 a deficiency for any taxable year is mailed to a corporation,

18 the suspension of the running of the statute of limitations,

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

20 tions with which such corporation made a consolidated

21 return for such: taxable, year.

22 (j) ALL)CATION' OF INCOME AND DEDUCTIONS.-

23 For allocation of, income and deductions of. related trades or

24 businesses, see section 45.
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1 SEC. 142. FIDUCIARY RETURNS.

2 (a) REQUIBEMENT OF RruBN.-Every fiduciary

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

4 sion of part only of the property of an individual) shall

5 make under oath a return for any of the following individuals,

6 estates, or trusts for which he acts, stating specificaJly -the

7 items of gross income thereof and the deductions and credits

8 allowed under this title-

9 (1) Every individual having a net income for the

10 taxable year of $1,000 or over, if single, or if married

11 and not living with husband or wife;

12 (2) Every individual having a net income for the

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

14 with husband or wife;

15 (3) Every individual having a gross income for

161 -the taxable -year of $5,000 or over, regardless of the

'17 amount of his net income;

18 (4) Every estate or trust the net income of which

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

20 (5) Every estate or trust the gross income of

21 which for the taxable year is $5,000 or over, regardless

22 of the amount of the net income; and

23 (6) Every estate or trust of which any beneficiamy

24 is a nonresident alien.

,,, ,j
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1 (b) JOiNT FmucIARIEs.--Under such regulations as

2 the Commissioner with the approval of the Secretary may

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

4 ciaries and filed in the office of the collector of the district

5 where such fiduciary resides shall be sufficient compliaiie

6 with the above requirement. Such fiduciary shall make oath

7 (1) that he has sufflicient knowledge of the affairs of the

8 individual, estate, or trust for which the return is made. to

9 enable him to make the return, and (2) that the return is,

10 to the best of his knowledge and belief, true and correct.

11 (c) LAW APPLICABLE TO FmuCXAms.-Any fidu-

12 ciary required to make a return under this title shall be

18 subject to all the provisions of law which apply to individuals.

14 SEC. 143. WITHHOLDING OF TAX AT SOURCE.

15 (a) TAx-F E COVNANT BOND.-

16 (1) REQUIREMENT OF WITHHOLDING.-ln any

17 case where bonds, mortgages, or deeds of trust, or other

18 similar obligations of a eoeaomo eontain corporation,

19 i&iued before July 1, 1934, contain a contract or

20 provision by which the obligor agrees to pay any portion

21 of the tax imposed by this titlo upon the obligee, or

22 to reimburse the obligee for any portion of the tax, or

23 to pay the interest without deduction for any tax which

24 the obligor may be required or permitted to pay thereon,
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I or to retain therefrom under any law of the United

2 States, the obligor shall deduct and withhold a tax

3 equal to 2 per centuu of the interest upon such bonds,

4 mortgages, deeds of trust, or other obligations, whether

5 such interest is payable annually or at shorter or longer

6 periods, if payable to an individual, a partnership,

7 or a foreign corporation not engaged in trade or

.8 business within the United States and not lhr'ing any

9 office or place of business therein: Provided, That if

10 the liability assumed by the obligor does not exceed

11 2 per centum of the interest, then the deduction and'

12 withholding shall be at. the following rates: (A) 8 pe'

13 eentm 4 per centum in the case of a nonresident

14 alien individual, or of any partnership not engaged in,

15 trade or business within the United States and not hav-

16 ing any office or place of business therein and conr-

17 posed in whole or in part, of nonresident aliens, (B)

18 131 per centum in the case of such a foreign corpora-

19 tion, and (C) 2 per centum in the case of other

20 individuals and partnerships: Provided further, That

21 if the owners of such obligations are not known to the

22 withholding agent the Comnmissioner may authorize,

23 such deduction and withholding to be at the rate of

24 2 per centtun, or, if the liability assumed by the obligor.
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1 does not exceed 2 per centum of the interest, then at

2 the rate of 89 peet m 4 per centum.

3 (2) BENEFIT OF CREDITS AGAINST NHT

4 InCOM.-Such deduction and withholding shall not be

5 required in the case of a citizen or resident entitled to

6 receive such interest, if he files with the withholding

7 agent on or before February 1 a signed notice in writ-

8 ing claiming the benefit of the credits provided in

9 seeti &eqd 44 section 25(b); nor in the case

10 of a nonresident alien individual if so provided for In

11 regulations prescribed by the .Commissioner under

12 seeti 244 section 214.

13 (3) INcOMS OF OBLIGOR AiND OBLIGE.-The

14 obligor shall not be allowed a deduction for the pay-

15 ment of the tax imposed by this title, or any other tax

16 paid pursuant to the tax-free covenant clause, nor shall

17 such tax be included in the gross income of the obligee.

18 (b) NONRESIDENT Amm .- All persons, in what-

19 over capacity acting, including lessees or mortgagors of real or

20 personal property, fiduciaries, employers, and all officers and

21 employees of the United States, having the control, receipt,

22 custody, disposal, or payment of interest (except interest on

23 deposits with persons carrying on the banking business paid

24 to persons not engaged in business in the United States and
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t norl having an office or place of business therein), rent,

2 salaries, wages, premiums, annuities, compensations, remu-

3 nerations, emoluments, or other fixed or determinable annual

4 or periodical gains, profits, and income, of any nonresident

5 alien individual, or of any partnership not engaged in trade

6 or business within the United States and not having any

7 office or place of business therein and composed in whole or

8 in part of nonresident aliens, (other than income received

9 as dividends of the class allowed as a credit by section

10 25 (a)) shall (except in the cases provided for in subsection

11 (a) of this section and except as otherwise provided in regu-

12 lations prescribed by the Comnissioncr uAder section 24-A

13 214) deduct and withhold from such annual or periodical

14 gains, profits, and income a tax equal to 8 je -' ei. uwm 4 per

15 centum thereof: Provided, That the Commissioner may

16 authorize such tax to be deducted and withheld from the

17 interest upon any securities the owners of which are not

18 known to the withholding agent.

19 (C) RETURN AND PAYMENT.-Every person required

20 to deduct and withhold any tax under this section shall

21 make return thereof on or before March 15 of each year and

22 shall on or before June 15, in lieu of the time prescribed in

23 section 56, pay the tax to the official of the United States

24 Government authorized to receive it. Every such person is

25 hereby made liable for such tax and is hereby indemnified
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1 against the claims and demands of any person for the amount

2 of any payments made in accordance with the provisions

3 of this section.

4 (d) INCOME OF RlIPIENT.-Income upon which

5 any tax is required to be withheld at the source under

6 this section shall be included in the return of the recipient of

7 such income, but any amount of tax so withheld shall be

81 credited against the amount of income tax as computed in

9 such return.

10 (e) TAX PAID BY RECIPIENT.-If any tax required

11 under this section to be deducted and withheld is paid by

12 the recipient of the income, it shall not be re-collected from

1p the withholding agent; nor in cases in whioh the tax is so

14 paid shall any penalty be imposed upon or collected from

15 the recipient of the income or the withholding agent for

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

17 fraudulent and for the purpose of evading payment.

18 (f) REFUNDS AND CREDITS.-Where there has been

19 an overpayment of tax under this section any refund or

20 credit made under the provisions of section 322 shall be made

21 to the withholding agent unless the amount of such tax was

22 actually withheld by the withholding agent.
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4 SEC. 144. PAYMENT OF CORPORATION INCOME TAX AT

5 SOURCE.

6 In the case of foreign corporations subject to taxation

7 under this title not engaged in trade or business within the

8 United States and not having any office or place of business

9 therein, there shall be deducted and withheld at the source

10 in the same manner and upon the same items of income as i.

11 provided in section 143 a tax equal to 4- per eentm
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15 of his AAt 13* per centum, and such tax shall be returned

16 and paid in the same manner and subject to the sane condi-

17 tions as provided in that section: Provided, That in the case

18 of interest described in subsection (a) of that section (reiat-

19 ing to tax-free covenant bonds) the deduction and withhold-

20 ing shall be at the rate specified in such subsection.

21 SEC. 145. PENALTIES.

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

23 tax, or required by law or regulations made under authority

24 thereof to make a return, keep any records, or supply any

25 information, for the purposes of the computation, assessment,
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1 or collection of any tax imposed by this title, who willfully

2 fails to pay such tax, make such return, keep such records.

3 or supply such information, at the time or times required by

4 law or regulations, shall, in addition to other penalties pro-

5 vided by law, be guilty of a misdemeanor and, upon convic-

6 tion thereof, be fined not more than $10,000, or imprisoned

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

8 of prosecution.

9 (b) Any person required under this title to collect,

10 account for, and pay over any tax imposed by this title, who

11 willfully fails to collect or truthfully account for and pay over

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

13 ner to evade or defeat any tax imposed by this title or the

14 payment thereof, shall, in addition to other penalties pro-

15 vided by law, be guilty of a felony and, upon conviction

16 thereof, be fined not more than $10,000, or imprisoned for

17 not more than five years, or both, together with the costs of

18 prosecution.

19 (c) The term" person" as used in this section includes

20 an officer or employee of a corporation or a member or

21 employee of a partnership, who as such officer, employee, or

22 member is under a duty to perform the act in respect of

23 which the violation occurs.

24 SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR.

25 a) TAX IN JEoPAuw.-If the Commissioner finds
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1 that a taxpayer designs quickly to depart from the United

2 States or to remove his property therefrom, or to conceal

3 himself or his property therein, or to do any other act tend-

4 ing to prejudice or to render wholly or partly ineffectual

5 proceedings to collect the tax for the taxable year then last

6 past or the taxable year then current unless such proceedings

7 be brought without delay, the Commissioner shall declare

8 the taxable period for such taxpayer immediately terminated

9 and shall cause notice of such finding and declaration to bp

10 given the taxpayer, together with a demand for immediate

11 payment of the tax for the taxable period so declared termi-

12 nated and of the tax for the preceding taxable year or so

13 much of such tax as is unpaid, whether or not the time

14 otherwise allowed by law for filing return and paying the

, tax has expired; and such taxes shall thereupon become

(; immediately due and payable. In any proceeding in court

i7 brought to enforce payment of taxes made due and payable

I-A by virtue of the provisions of this section the finding of the

1 Commissioner, made as herein provided, whether made after

20. notice to the taxpayer or not, shall be for all purposes

21, presumptive evidence of the taxpayer's design.

22 (b) SBCURITY FOR PAV:IBNT.--A taxpayer who is,

23 not in default in making any return or paying income, war-

24 profits, or excess-profits tax under any Act of Congress may

25 furnish to fie United States, under regulations to be pre-
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I scribed by the Commissioner, with the approval of the

2 Secretary, security approved by the Commissioner that he

3 will duly make the return next thereafter required to be

4 filed and, pay the tax next thereafter required to be paid.

5 The Commissioner may approve and accept in like manner

6 security for return and payment of taxes made due and

7 payable by virtue of the provisions of this section, provided

8 the taxpayer has paid in full all other income, war-profits,

9 or excess-profits taxes due from him under any Act of

10 Congress.

11 (c) SAME--EXEMPTION FROM SBcION.-If secur-

12 ity is approved and accepted pursuant to the provisions

13 of this section and such further or other security with respect

14 to the tax or taxes covered thereby is given as the Com-

15 missioner shall from time to time find necessary and require,

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

17 ceedings under the provisions of this section prior to the

18 expiration of the time otherwise allowed for paying such

19 respective taxes.

20 (d) CITIZENS.-In the case of a citizen of the United

21 States or of a possession of the United States about to depart

22 from the United'States the Commissioner may, at his discre-

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

24 taxpayer by this section.



1 (e) Dnem Tn op ALm .- N alien shall 'depart

2 from the United States unless he first procures from the coi-

3 lector or agent 'in charge a certificate that ho has oomplied

4 with all the obligations imposed upon him by the income,

5 war-iprofits, and excess-profits tax laws.

6 (f) ADirrioN To TAx.-If a taxpayer violates ,,or

7 attempts to violate this section there shall, in addition to-all

8 other penalties, be added as part of the tax 25 per centam

9 of the total amount -of the tax or deficiency in the tax,

10 together with interest at the rate of 1 per centum a monfh

11 from the time the tax became due.

12 SEC. 1,17. INFORMATION AT SOURCE.

13 (a) PAYMENTS OF $1,000 oi MoRs.-All person& in

14 whatever capacity acting, including lessees or mortgagors- of

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

16 payment to another person, of interest, rent, salaries, wages,

17 premiums, annuities, compensations, remunerations, emqlu-

18 ments, or other fixed or .determinable gais,, profits, and

19 income (other than payments described in section 148 (A)

20 or 149), of $1,000 or more in any taxable year, ,or,

21 in the -cas of such payments made by the United

22 States, the officers or employees of the United States havTug

03 information as to such payments and required to nke

24 returns in regard thereto by the. regulations .herainafr

25 provided for, shall render a tre and accurate return to the



1 Commissioner, under such regulations and in such form

2 and manner and to such extent 4s may be prescribed by

g him witl the approval of the o,~oretary, setting forth the

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

5 and address of the recipient df such payment.

6 (b) RETURNS REGARDLESS OF AMOUNT OF PAX-

7 IENT.---Such returns may be required, regardless of.

8 amounts, (I) in the case of payments of interest upon bonds,

: mortgages, deeds of trust, or other similar obligations of cor-

10 porations, and (2) in the case of collections of items (not

11 payable in the United States) of interest upon the bonds of

12 foreign countries and interest upon the bonds of and divi-

13' dends from foreign corporations by persons undertaking as a

14 matter of business or for profit the collection of foreign pay-

15 ments of such interest or dividends by means of coupons,

16 checks, or bills of exchange.

1(c) RECIPIENT TO FURN.Si NAME AND ADDRESS.-

18 When necessary to make effective the provisions of this

19 section the name and address of the recipient of income

20 shall be furnis!ied upon demand of the person paying the

21 income.

22 (d) OBLIGATIONS OF U1mD SS ATEs.-The pro-

23 visions of this section shall not apply to the payment of

24 interest on obligations of the United $tates.

J. 48873-10"
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1 SEC. 14& INFORMATION BY CORPORATIONS.

2 : (a) DIVIDEND PAYMENTS.--Everv corporation sub-
d/

3 ject to the tax inpodZ/ by this title shall, when required

. by the Comnissioner, render a correct return, duly verified

a under oath, of its payments of dividends, stating the name

6 and address of each shareholder, the number of shares owned

7 by him, and the amount of dividends paid to him.

8 f' 'i' tPeis e liT i ,,,.i, .Y.. Diaei,-ag.AB

9 DvDinNDs1. Th.r. shall he ia ldeJd. i* the etii Of

10 fbPjed thereto a t. eftie*4 of e aet as will ei&bhle

11 the Ge.... :,,,, .... to deetm*ite the -- *:--- the eamifigs

12 o .. of.....

13 *t ie fwt fed aemafte d g the tmbe yew fer

14 wlieh the *'etai is . whieh have bee i dietii ed or

6l~a s ueh yeafr

17 (b) PRoFnl1s DECLARED As DivIDuNDs.-Every

18 corporation shall, when required by the Commissioner,

19 furnish him a statement of such facts as will enable him t(;

20 determine the portion of the earnings or profits of the cor-

21 portion (including gains, profits, and income not taved)

22 accumulated during such periods as the Commissioner may

23. specily, which have been distributed or ordered to be dis-

24 tributed, respectively, to -its shareholders during such taxable

25 years as the Commissioner may specify.
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1 (c) ACCUMULATED GAINS AND loFiTs.-When

2 requested by the Commissioner, or any collector, every cor-

3 poration shall forward to him a correct statement of accu-

4 mulated gains and profits and the names and addresses of the

5 individuals or shareholders who would be entitled to the

6 same if divided or distributed, and of the amounts that would

7 be payable to each.

8 SEC. 149. RETURNS OF BROKERS.

9 Every person doing business as a broker shall, when

10 required by the Commissioner, render a correct return duly

11 verified under oath, under such rules and regulations as the

12 Commissioner, with the approval of the Secretary, uiay

13 prescribe, showing the names of customers for whom such

14 person has transacted any business, with such details as to

15 the profits, losses, or other information which the Commis-

16 sioner may require, as to each of such customers, as will

17 enable the Commissioner to determine whether all income

18 tax due on profits or gains of such customers has been paid.

19 SEC. 150. COLLECTION OF FOREIGN ITEMS.

20 All persons undertaking as a matter of business or for

21 profit the collection of foreign payments of interest or divi-

22 dends by means of coupons, checks, or bills of exchange

23 shall obtain a license from the Commissioner and shall be

24 subject to such regulations enabling the Government to

25 obtain the information'required under this title as the Corn-
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I ... mouer, with the approval of the Secretary, shalprescribe;

2., ndw' oyer knowingly undertakes to collect such payments
3 wikIut .#ving obtained a license therefor, or withgq% m-,

4 plying with such regulations, shall be guilty of a m'te-
i meanor and shall be fined not more than $5,Q00 or

6 imprisoned for not more than one year, or both.

7 Supplement E-Estates and Trusts

8 SEC. 161. IMPOSITION OF TAX.

9 (a) APPLICATION OF TA.-The taxes imposed by

10 this title-upon individuals shall apply to the incola of'estAtes

11 or of any kind of property held. in tru st, including-

12 (1) Inaome accumulated in trust for the benefit

13 of, unborn or unascertained person or persons with

14 contingent interests, and income accumulated or held
15 for future distribution under the terms, of the ,will, or

16 trust;

17 (2) Income. which is to be -distributed oun'eArly

18 by the fiduciary to the beneficiaries, and income qol-
19 lected by a guardian of an infant which is to be held

20. or distributed as the court may direct;

21 (3) Income received by estates of deceased per-

22,, sons during the period of administration or settlement

23 of the estate; and

24 (4) Income which, in the discretion of the -fidu-

25 , qiary, may b either distributed to the, beneficiaries or

28 accumulated.



1 (b) 'C6MPUTATrfO ANXD PAYM NT.-The tax shall be

2 coiputed tipoh' th net income of the estate or trust, and

3 shall be paid by the fiduciary, except as provided in section

4 166 (relating to revocable trusts) and section 167 (rlat-

6 ing:to income f6r'benefit f the grantor). 'For return made

6 by beneficiatyi ioeoien'142.'

.,,7 SsC. 162. NET INCOME.

8 The net income of the estate or trust shall be computed

9 in the, same manner and on the same basis as in the case of

10 an individual, except that--

1i (a) There shall be allowed as a deduction (in lieu of

12 the deduction for charitable, etc., contributions authorized

18 by section 23+-(o)) any part of the gross income, without

14 limitation, which pursuant to the tennis of the will or deed

15 creating the trust, is during the taxable year paid or per-

16 manently set aside for the purposes and in the manner spei-

17 fled in section 23--(o), or is to be used Ox'usively for

18 religious, charitable, scientific, literary, or educational pur-

19 poses, or for the prevention of cruelty to children or animals,

20 or for the establishment, acquisition, maintenance otroper-

21 tion of a public cemetery not operated for profit;

22 (b) There shall be allowed as an additional deduo-

23. tion in computing the net income of the estate or trust the
'24 amount of the income of the estate or trust for its taxable

25 year which is to be distributed currently by the fiduciary
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to the beneficiaries, and the amount of the income collected

by a guardian of an infant which is to be held or distributed

as the court may direct, but the amount so allowed as a

deduction shall be included in computing the net income of

the beneficiaries whether distributed to them or not. Any

amount allowed as a deduction under this paragraph shall~not

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

in the same or any succeeding taxable year;

(c) In the case of income received by estates of

deceased persons during the period of administration or

settlement of the estate, and in the case of income which,

in the discretion of the fiduciary, may be either distribtitpd

to the beneficiary or accumulated, there shall be allowed

as an additional deduction in computing the net income

of the estate or trust the amount of the income of the estate

or trust for its taxable year, which is properly paid or

credited during such year to any legatee, heir, or beneficiary,

but. the amount so allowed as a deduction shall be ipcheued

in computing the net income of the legatee, heir, or bne-

ficiary.

SEC. 163. CREDITS AGAINST NET INCOME.

(a) CREDITS OF ESTATE Olt TRuT.-For the purpose

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

allowed the same personal exemption as is allowed to a single

person under section ( 25(b) (1), and, if no part of the
Oil
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1 income of the estate or trust is included in computing the net

2 income of any legatee, heir, or beneficiary, then in addition
3 the same credits against net income for dividends and interest

4 as are allowed by section 25 (a) and- *.

5 (b) CREDITS OF BENEFIOIAUY.-If any part of the

6 income of an estate or trust is included in computing the

7 net income of any legatee, heir, or beneficiary, such legatee,

8 heir, or beneficiary shall, for the purpose of the normal tax,

9 be allowed as credits against net income, in addition to

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

11 tionate share of such amounts of dividends and interest

12 specified in section 25 (a) en -(* as are, under this Sup-
'"13 plement, required to be included in computing his net.

14 income. Any remaining portion of such amounts specified

15 in section 25 (a) oed %- shall, for the purpose of th

16 normal tax, be allowed as credits to the estate or trust.

17 SEC. 164. DIFFERENT TAXABLE YEARS.

18 If the taxable year of a beneficiary is different froni

19 that of the estate or trust, the amount which he is required.

20 tender section 162 (b), to include in computing his net

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

22 trust for any taxable year of the estate or trust (whether

23 beginning on, before, or after January 1, 1934) ending

24 within his taxable year.



1 SEC. 1Q& EMPLOYEES' TRUSTS.

2 A trust created by an employer as a- part of, A stock

3 bonus, pension, or profit-sharing plan for, the exclusive

4 benefit of some or all of his employees, to which contribu-

5 tions are made by such employer, or employees, or both( for

C the purpose of distributing to such employees the earnigs

7 and principal of the fund accumulated by the trust in accord-

8 ance with such plan, shall not be taxable under section 61,

9 but the amount actually distributed or made, available to

10 any distributee shall be taxable to him in the year in which

S So distributed or made available to the extent that it -exceeds

12 the.amounts paid in by hbn. Such distrjbutees shall for

13 the purpose of the normal tax be allowed as credits against

14 net income such part of the amount so distributed or mado

15 available as represents the items of dividends and interest

16 specified in section 25 (a) w4 "f-.

17 SEC. 166. REVOCABLE TRUSTS.

18 Where at any time during the taxable ye r the power

19 to revest in the grantor title to any part of, the, crpus of

20 'the trust is. veted-

21 (1) hi the g:rantor, either alone or in e-onjunction

22 with any person not having 4L substail adve

23 interest in the disposition of such past of the corpus or

24 the income therefrom, or .



(!2) ;in any Person. not, having a substatial

adverse interest in the disposition of'such part of4the

opus qr the income therefrom,

then the income of such part of the trus(for '.such table

year) shall be included in- compating the net income of-the

grantor. ;
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SEC. 167. INCOME FOR BENEFIT OF GRANTOR.

(a) Where ay part of the income of a trust-,

(1) is, or in the discretion of the grantor q of

any person not having a substantial adverse interesting

the disposition of such part of the, income may be, b1d

or accumulated for future distribution to-the grantor;lor

(2) may, in. the discretion of the grantor or of

any person not having a substantial adverse interest in

the disposition of such part of the income, be distributed

to the grantor; or

(3) is, or in the discretion of the grantor or !of

any person not having a. substantial adverse interest in

the disposition of such part of the income may be,

applied to the payment of premiums uapn. policies pf

insurmnce on the life of the grantor (except policies of

insurance irevocably payole for the purposes and in

the manner specified in section 23 44 (9),, relating to

the so-called "charitable contribution" deduction);
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1 then such part of the income of the trust shall be included

2 in computing the net income of the grantor.

3 (b) As used in this section, the term "in the discre-

4 tion of the grantor" means "in the discretion of the grantor,

5 either alone or in conjunction with any person not having

6 a substantial adverse interest in the disposition of the part

7 of the income in question ".

8 sIc u&S CAcmPl NE GANs AND LoSsE&
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20 SEC. -70 168. TAXES OF FOREIGN COUNTRIES AND POSSES-

21 SIONS OF UNITED STATES.

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

23 taxes imposed by foreign countries or possessions of the
24 United States shall be allowed as credit against the tax of the

25 beneficiary of an estate or trust to the extent provided in

26 section 131.
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1 Supplement F-Partnerships

2 SEC. 181. PARTNERSHIP NOT TAXABLE.

3 Individuals carrying on business in partnership shall be

4 liable for income tax only in their individual capacity.

5 SEC. 182. TAX OF PARTNERS.

6 - G a*, Rmo. There shall be included in corn-

7 puting the net income of each partner his distributive share,

8 whether distributed or not, of the net income of the partner-

9 ship for the taxable year. M the 4w ta4e yetw 4 * iaI*e

10 is *ifefet~ flem tW ohf th e pantte'hip; the aeti -9e

11 inel'aded s4all be based upon te ineome *4 the

12 i e mw table yeffr o4 fhe tk ti*ietehi i Wi: i.. his

1: table yea* Ne f anyl ess diffigowet ea

14 asit eieft hy 80eeie* ( h4 k e ,lwed as a de-u

15 tim o e be*4t eh JA&AP'--itPMQ& w

17 Yf" .MB,,be 
e 

.4i.

i s Y24ft vage~opm L~~iB~~Iw- 4f a fiseal ye. of a

I19 e'14bgn in ofe e~ead~w yea* fied ends in mothe
20 efell yea ad the law a t the seeoup pacld

21 ye is dgerem & the 6w supaelle to the f A s

22 yea then

23 -4+ the um' ie the ealend yew whieh

24 stee seW year shal to as aemietiunt of seeb

254.- 0



s ~ B~ffi~iwithint 81(me IediY~a i to the Mel

4

6 fiiehd 'ede H ant'e an mut ef~' pe teeae

'shiwe , of gwi fm im.,4"

,81 R:ijne t -ed,4he Oi~pplie"bWe to sek ealeedwyei)

9 e o the p 0p~te whieh the poit of oe Qea

10W ~efligwithin sueh eejdryeerWantthee&A

1 fisealyea.

J46 e pA of eek iee fm5 1j to PAe & ft

13 efetJ#h as ee se~wyt eaddt

14 the ea. ieme of the t*parnersh seeh iate@ "d

1 i the same b ein the: kwe* hmteket

16 of the ive sehede Sjp.plieek '-' "e ! the-

q 4. ifi e sehiest~ to -the Fateo In t- efeis the ftext

18. %W ,elee 'I e~ ,hl 0e p-~ nthih*

1-o~~t~f h.tn eede phleable 44 ek yew.~

~ 'SEW 12.COMPUTATION.OF. PARTNERSHIP. INCOME.

£ 21 !The etlinocome.of the partnership shall be coriputed

22 in the same manner and on the same basig ai, mi'. the case

928 of-&an indiVia Iree that the so eall4 ehkAritle eme

24, tfbtin dedtiee pw ie ineetice &n-sel



.zSRC. 184. CREDITS. AGAINST NT'INCOM ..'. •-"

2 The partner skall, for tw purpose of the normal tax,

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

4 ',t the- cedits allowed 'to :him under sectiofi 25;j lis propor-

4 ,tioftate share of such amounts (not 'i d" of the d in-

6 A of the. partnership) of dividends and interest specified

7 in section 25 (a) aW * as are received by thiipartiership.,

8 SEC. 18. EARNED INCOME. ,

9" In the case of the members of a partnership the proper

10 part of each share of the not income whici consists of

11. earned income shall be determined under rules and regula-:

12 tions to be prescribed by the Commissioner with the approval

13 of the Secretary and shall be separately shown in the return

14 .of the. partnership w4 " be ta to 16he Eaembe. si

145
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1 SEC. 88 186. TAXES OF FOREIGN COUNTRIES AND POSSES-

2 SIONS OF UNITED STATES.

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

4 taxes imposed by foreign countries or possessions of the

5 United States shall be allowed as a credit against the tax

6 of the member of a partnership to the extent provided in

7 section 131.

8 SEC. 1M 187. PARTNERSHIP RETURNS.

9 Every partnership shall make a return for each taxable

10 year, stating specifically the items of its gross income and

11 the deductions allowed by this title, and shall include in the

12 return the names and addresses of the individuals who would

13 be entitled to share in the net income if distributed and the

14 amount of the distributive share of each individual. The

15 return shall be sworn to by any one of the partners.

16 SEC. 188. DIFFERENT TAXABLE YEARS OF PARTNER AND

17 PARTNERSHIP.

18 (a) GENRAL RuL.--If the taxable year of a

19 partner is different from that of the partnership, the distribu-

20 tive share of the net income of the partnership to be included

21. in eonputing the net inome of the partner for his taxable

22 year shall be based upon the net income of the partnership

23 for any taxable year of the partnership (whether beginning

24 on, before, or after January 1, 1934) ending within the

25 taxable year of the partner.
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1 (b) PARTNERSuIP YEARS BEGINNING IN 1933.-

2 For the purpose of computing the net income of a partner

3 for a taxable year beginning after December 31, 1933, the

4 partnership net income for any taxable year of the partner-

5 ship beginning before January 1, 1934, shall be computed

6 under the Revenue Act of 1932, without regard to sections
I

7 101 and 186 thereof (relating to capital net gain and capital

8 net los) but as if section 117 of this Act (except subsection

9 (d) thereof) had formed a part of Title I of the Revenue

10 Act of 1932.

11 Supplement G-Insurance Companies

12 SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

13 (a) DEFiNITIO.-When used in this title the term

14 "life insurance company" means an insurance company

15 engaged in the business of issuing life insurance and annuity

16 contracts (including contracts of combined life, health, and

17 accident insurance), the reserve funds of ,which held for the

18 fulfillment of such contracts comprise more than 50 per

19 centumnof its total reserve funds.

20 (b), RATE OF TAx.-In lieu of the tax imposed by

21 section 13, there shall be levied, collected, and paid for each

22 taxable year upon the net income of every life insurance

23 compay a tax as follows;

24 ,1) In t1o case ,of ,a domestic life insurance

25 company, 13* per centumn of iW ft miiemee the amount



-- ; .... of.t net inome in exes of the, credit provided in

subection (e)' o this section;

(2) In the case of .a foreign hfe insurance:

4 company, !31 per centum of i4 fwt iiaeefe frem:.

5 fteee withii*Me Unite4, Mes the amount of its.

6 net income fromn sources within the United States in"

7 excess of the credit provided in subsectiom (c), of "this-

a section.

9 (For addition to rate in case o consolidated returns, see'-

10 section 141.)

II (c) For the purpose only of the tax imposed by this,

12 section there shall be (diowed as a credit against .net 'income"

13 the amount received as interest upon obligation, ol the United

14 States or of orprations organized under Act of. Conge%

15 which, is allowed to an individual as a credit for purposes *

16 of.:io nal tax by section 25 (a) (2) or (3).

17 SEC. t& GRO8 INCOME OF LIFE INSURANCE C A S'

18 (a) In the case of a life imuramne company the. term

19 "gross income" means the gros amount of income received

20 during the taxable year from interest, dividends, and rents.'

21. () The term "reserve funds required 'by law"

22,, Includes, iM the case of assw'mett insurance, sums actually--

23 deposited by any company or aswaliton.with St 0r Ter-.

24, ritorial o&ervpursuimt :to law as guara d oi eserve funds,

25 and any funds 'maia ned under the charter or articles of
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1 incorporation of the company or association exclusively for

2 the payment of claims arising under certificates of member-

8 ship or policies issued upon the assessment plan and not

4 subject to any other use.

5 SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES

6 (a) GENERAL RULE.-In the case of a life insunce

7 company the term "net income" means the gross income

8 less-.

9 (1) TAX-FREE INTERBT.-The amount of inter-

10 est received, during the taxable year which under section

11 "OW~ VI exempt 22 (b) (4) fmei tmese ~e~b

12 Wi tite i8 exclded from gross icome;

13 (2) RESERVE FUNDS.-An amount equal to 4

14 per centare of the mean of the reserve funds required by

15 law and, held at the beginning and end of the taxable

16 year, except that in the eae of any such reserve find

17 which is computed at a lower interest assumption rate,

18 the rate of 31 per centum shall be substituted for 4 per

19 centum. Life insurance companies issuing policies cov-

20 ering life, health, and accident insurance combined in

21 one policy issued on the weekly premium payment plan,

22 continuing for life and not subject to cancellation, shall

23 be allowed, in addition to the above, a deduction of 8$

24 per centum of the mean of such reserve funds (not

25 required by law) held at the beginning and end of the

J. 48873- 11
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1 taxable year, as the Commissioner finds to be necessary

2 for the protection of the holders of such policies only;

3 (3) DIvmE .- The amount received as divi-

4 dends +(+ from a domestic corporation which is

5 subject to taxation under this title, other than a corpora-

6 tion entitled to the benefits of section 251, and other

7 than a corporation organized under the China Trade

8 Act, 1922 ,--f - ifem ay f%6eig, when
9 it ieshow to the S etie of the G.e,--mi°,nis

10 that thm 6 pf eeiakm o the grss ineom 4

13 deekm~tie of e diideade 4(e ife seke pai of ou&c

14asteW W e..i *

15 was detived frim seitrees within t& Uted States as
18 detec:mined tmde e eetime 44;

17 (4) REam FOB DIV DENB.-An amount

18 equal to 2 per centum of any sums held at the end of

19 the taxable year as a reserve for dividends (other than

20 dividends payable during the year following the taxable

21 year) the payment of which Is deferred for a period

22 of not less than five years from the date of the policy

23 contract;

24 (5) INVESTMENT ExPXNe.-Investment ex-

25 penses paid during the taxable year: Provided, That
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1 if any general expenses are in part assigned to or

2 included in the investment expenses, the total deduc-

8 tion under this paragraph shall not exceed one-fourth

4 of 1 per centum of the book value of the mean of the

invested assets held at the beginning and end of the

6 taxable year;

7 (6) REAL PTATE EXPENe.-Taxes and other

8 expenses paid during the taxable year exclusively upon

9 or with respect to the real estate owned by the cor-

10 pany, not including taxes assessed against local bene-

11 fits of a kind tending to increase the value of the prop-

12 erty assessed, and not including any amount paid out

13 for new buildings, or for permanent improvements or

14 betterments made to increase the value of any property.

15 The deduction allowed by this paragraph shall be

16 allowed in the case of taxes imposed upon a shareholder

17 of a company upon his interest as shareholder, which

18 are paid by the company without reimbursement from

19 the shareholder, but in such cases no deduction shall be

20 allowed the shareholder for the amount of such taxes;

21 (7) DEPREiIATION.-A reasonable allowance,

22 as provided in section 23(1), for the exhaustion, wear

23 and tear of property, including a reasonable allowance

24 for obsolescence; and
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1 (8) INTE S.-AII interest paid at aeeied

2 within the taxable year on its indebtedness, except on

3 indebtedness incurred or continued to purchase or carry

4 obligations or eeetities (other than obligations of the

United States issued after September 24, 1917, and

6 originally subscribed for by the taxpayer) the interest

7 upon which is wholly exempt from taxation under this

8 title.

9 (b) RENTAL VALuE Or REAL ESTATE.-The deduc-

10 tion under subsection (a) (6) or (7) of this section on

11 account of any real estate owned and occupied in whole or

12 in part by a life insurance company, shall be limited to an

13 amount which bears the same ratio to such deduction (com-

14 puted without regard to this subsection) as the rental value

15 of the space not so occupied bears to the rental value of the

16 entire property.

I7 (c) FoRIGN IMj INuExA oB Co2A1zsn.--In the

18 case of a foreign life insurance company the amount of its

19 net income for any taxable year from sources within the

20 United States shr-II be the same proportion of its net income

21 for the taxable year from sources within and without the

22 United States, which the reserve funds required by law and

23 held by it at the end of the taxable year upon business

24 transacted within the United States is of the reserve funds

25 held by it at the end of the taxable year upon all business

26 transacted.
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1 SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE OR

2 MUTUAL

3 (a) IMposmoN oF TAx.-In lieu of the tax imposed

4 by section 13 of this title, there shall be levied, collected,

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

6 insurance company (other than a life or mutual insurance

7 company) a tax as follows:

8 (1) In the case of such a domestic insurance corn-

9 pany, 131 per centum of its A ineeme the amount

10 of its net income in excess of the credit provided in

11 subsection (f) of this section;

12 (2) In the case of such a foreign insurance com-

13 pany, 131 per centum of its ftt ireeme frni seorees

14 withiia the Utt'ted Sates the amount of its net income

15 from sources within the United States in eces of the

16 . credit prnmided in subsection (f) of this section.

17 (For addition to rate in case of consolidated returns,

18 ee section 141.)

19 (b) DEFINITION OF INCOME, ETC.-In the case of an

20 insurance company subject to the tax imposed by this

21 section-

22 (1) GROSS INOM.-" Gross income" means

23 the sum of (A) the combined gross amount earned

24 during the taxable year, from investment income and
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1 from underwriting income as provided in this subsection,

2 computed on the basis of the underwriting and invest-

3 ment exhibit of the annual statement approved by the

4 National Convention of Insurance Commissioners, and

5 (B) ga*n during the taxable year from the sale or other

6 disposition of property, and (C) all other items

7 constituting gross income under section 22;

8 (2) NJBT INCOME.-" Net income" means the

9 gross income as defined in paragntph (1) of this sub-

10 section less the deductions allowed by subsection (c) of

11 this section;

12 (3) INVESTMENT INCOME.-" ILvestment in-

i13 come" means the gross amount of income earned

14 during the taxable year from interest, dividends, and

15 rents, computed as follows:

16 To all interest, dividends and rents received dur-

17 ing the taxable year, add interest, dividends and rents

18 due and accrued at the end of the taxable year, and

19 deduct all interest, dividends and rents due and accrued

20 at the end of the preceding taxablee year;

21 (4) UNDERWRITING INCOME.-" Underwriting

22 income "means the premiums earned on insurance con-

23 tracts during the taxable year 1ess losses incurred and

24 expenses incurred;
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1 (5) PREMIUMS FARNED.-" Premiums earned

2 on insurance contracts during the taxable year" means

3 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

9 year and deduct unearned premiums on outstanding

10 business at the end of the taxable year;

11 (6) Loms ucui -UiF.-" Losses incurred"

12 means losses incurred during the taxable year on insur-

13 ance 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) Ex.II~Es nounnm.-" Expenses incurred"

23 means all expenses shown on the annual statement

24 approved by the National Convention of Insurance

25 Commissioners, aLd shall be computed as follows:
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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 fr-om 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) DEDUCTIONS ALLOWED.--In computing the net

10 income of an insurance company subject to the tax imposed

11 by this section there shl:dl be allowed as deductions:

12 (1) All ordinary and necessary expenses

13 incurred, as provided in section 23 (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 aefined in subsection

17 (b) (6) of this section;

18 (5) Iio%.es Subject to the limitation contained in

19 section 117(d), lo,3se,9 sustained during the taxable year

20 from the sale or other disposition of property;

21 (6) Bad debts in the nature of agency balances

22 and bills receivable ascertained to be worthless and

23 charged off within the taxable year;

24 (7) The amount received as dividends from cor-

25 porations as provided in section 23 (p) ;

i

I I ,
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1 (8) The amount of interest earned during the

2 taxable year which under section 22 (b) (4) is eemIj

fre. the e .... hi title, a 4 the a" it of

4 iersest alewed ae a eredit twe seetien 26 excluded

5 from gross income;

6 (9) A reasonable allowance for the exhaustion,

7 wear and tear of property, as provided in, section

8 234 (1(.

9 (d) DEDUCTIONS OF FOREIGN CORPORATIONS.-I

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.

1.3 (e) DOUBLE DEDUCTIONS.--Nothinag in this section

14 shall be construed to permit the same item to be twice

15 deducted.

16 (f) For the purpose oaly of the tax imposed by this

17 section there shall be allowed as a credit against net income

18 the amount received as in.'erest upon obligations of the United

19 States or of corporatWns organized under Act of Congress

20 which is allowed to en, individual as a credit for purposes of

21 normal tax by section 25(a) (2) or (3).

22 SEC. 246 205. TAXES OF FOREIGN COUNTRIES AND POSSES-

23 SIONS OF UNITED STATES.

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

25 taxes imposed by foreign countries or possessions of the

"777 7
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1 United States shall be allowed as a credit against the tax of

2 a domestic insurance company subject to the tax imposed by

3 section 201 or 204, to the extent provided in the- case of a

4 domestic corporation in section 131, and in such cases "net

5 income" as used in that section means the net income as

6 defined in this Supplement.

7 SEC. 29 206. COMPUTATION OF GROSS INCOME.

8 The. gross income of insurance companies subject to the

9 tax imposed by section 201 or 204 shall not be determined

10 in the manner provided in section 119.

11 SEC. 28 207. MUTUAL INSURANCE COMPANIES OTHER

12 THAN LIFE.

13 (a) APPLICATION OF TITLE.-Mutual insurance

14 companies, other than life insurance companies, shall be

15 taxable in the same manner as other corporations, except as

16 hereinafter provided in this section.

17 (b) GRoss JNcOME.--Mutual marine-insurance com-

18 panies shall include in gross income the gross premiums

19 collected and received by them less amounts paid for

20 reinsurance.

21 (C) DEDUCTIONS.-In addition to the deductions

22 allowed to corporations by section 23 the following deduc-

23 tions to insurance companies Shall also be allowed, unless

24 otherwise allowed-
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1 (1) MUTUAL INSUANCE COMPANIES oMM

2 THAN LIFE INSURANCE.-In the case of mutual insui'

3 ance companies other than life insurance companies--

4 (A) the net addition required by law to be

5 made within the taxable year to reserve ftmds

6 (including in the case of assessment insurance

7 companies the actual deposit of sums with State

8 or Territorial officers pursuant to law as additions

9 to guarantee or reserve funds) ; and

10 (B) the sums other than dividends paid

11 within the taxable year on policy and annuity

12 contracts.

13 (2) MUTUAL MARINE INSURANCE COM-

14 IPANIES.-In the case of mutual marine insurance com-

15 panics, in addition to the deductions allowed in para-

16 graph (1) of this subsection, unless otherwise allowed,

17 amounts repaid to policyholders on account of pre-

18 miums previously paid by them, and interest paid upon

19 such amounts between the ascertainment and the

20 payment thereof;

21 (3) MLJTUAL INSURANCE COMPANIES OTHER

22 TIIAN LIFE AND MtARINE.---h the case of mutual insur-

23 ance companies (including interinsurers and reciprocal

24 underwriters, but not including mutual life or mutual
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1 marine insurance companies) requiring their members

2 to make premium deposits to provide for losses and

3 expenses, the amount of premium deposits returned to

4 their policyholders and the amount of premium deposits

5 retained for the payment of losses, expenses, and

6 reinsurance reserves.

7 Supplement H-Nonresident Alien Individuals

8 SM L NORMAL T-A

9 4tt m~aA huu3. Iin the ease of a neniwesiden

10 alen indi . a..td who is nt a fteidefkt o e f .... a .... ,"-

It the itffmal tat* shall be $ Pef eeftAii *4 the ahem4 of the

12 net inee l in e Eess the efedks ag.. t iee...

13 allewe to otteh idiyidmh

14 .h--A4E*B i+D, 'j IN ( * O WN~13?-

15 TE--. 4n the ease of an fien idividu4 r e in a

16 g eeu*t- the R&-eial ta* shall he an anioet

17 eq to the sum o fitle ,,I- .

18 + 4 p) eenf theamrient by whihthe

19 pat of the n4 ineenme ta'ibhatuAe te wage, sa e

20 p*k fee' Of ef tlif hfeoffrtf3 ff-C43'A as eefipen-

21 siftoi p setlees tfe*l pefo in the

22 United ttesT ex-eeed the pteswft4 e"I-piiei*lof antd

23 credit f* deltdeme-i bt the ainarnit ttble at aelh

24 4 pef ceiwl fa-e shatl n t exeeed $ and
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1 +%y 8 peeeue of"e mteh o of the t e
2 in emew of the su of 4 the amt twed tm

3 Put ++o hssbetetPN4 h o

5 ~ Im 1z1u op Noe*f&*7" !I1* UNDiti Smq~A~ I!.~

6 The "dby W6a 04 ehea f o &feffl

7 td by seetioet

8 SEC. 2U 211. GROSS INCOME.

9 (a) GENERAL RULE.-In the case of a nonresident

i0 alien individual gross income includes only the gross income

11 from souxces within the United Siates.

12 (b) SHIPS UNDER FOREIGN FLAG.--The income of a

13 nonresident alien individual which consists exclusively of

14 earnings derived from the operation of a ship or ships docu-

15 mented urder the laws of a foreign country which grants an

16 equivalent exemption to citizens of the United States and to

17 corporations organized in the United States, shall not be

18 included in gross income and shall be exempt from taxation

19 under this title.

20 SEC. 443 212. DEDUCTIONS.

21 (a) GENERAL RIRLE.-In the case of a nonresident

22 alien individual the deductions shail be allowed only if and to

23 the extent that they are connected with income from sources

24 within the United States; and the proper apportionment and

I

. 1. . .
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1 allocation of the deductions with respect to sources of income

2 within and without the United States shall be determined as

3 provided in 'section 119, under rules and regulations pre-

4 scribed by the Commissioner with the approval of the

5 Secretary.

6 (b) IosSFm.-

7 (1) The deduction, for losses not connected with

8 the trade or business if incurred in transactions entered

9 into for profit, allowed by section 23 (e) (2) shall be

10 allowed whether or not connected with income from

11 sources within the United States, but only if the profit,

12 if such transaction had resulted in a profit, would be

13 taxable under this title.

14 (2) The deduction for losses of property not con-

15 nected with the trade or business if arising from certain

16 casualties or theft, allowed by section 23 (e) (3), shall

17 be allowed whether or not connected with income from

18 sources within the United States, but only if the loss

19 is of property within the United States.

20 (C) CHARITABLE, ETC., CONTRIBUTIONS.-The so-

21 called "charitable contribution" deduction allowed by

22 section 23-*0-(o) shall be allowed whether or not connected

23 with income from sources within the United States, but only

24 as to contributions or gifts made to domestic corporations,
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1 or to community chests, funds, or foundations, created in the

2 United States, or to the vocational rehabilitation fund.

3 SEC. 24 213. CREDITS AGAINST NET INCOME.

4 In the case of a nonresident alien individual the

5 personal exemption allowed by section e 25(b) (1) of

6 this title shall be only $1,000. The credit for dependents

7 allowed by section .4)r 25(b) (2) shall not be allowed

8 in the case of a nonresident alien individual unless he is a

9 resident of a contiguous country.

10 SEC. 15 214. ALLOWANCE OF DEDUCTIONS AND CREDITS.

11 (a) RETURN TO CONTAIN INFORMATION.-A non-

12 resident alien individual shlll receive the benefit of the

13 deductions and credits allowed to him in this title only by

14 filing or causing to be filed with the collector a true and

15 accurate return of his total income received from all sources

16 in the United States, in the manner prescribed in this title;

17 including therein all the information which the Commis-

18 sioner may deem necessary for the calculation of such

19 deductions and credits.

20 (b) TAX WITHmR'LD AT Sou1icw.--The benefit of the

21 personal exemption and credit for dependents, ad (4 'e

22 rlaeed rate 4 ttt prov4t fef if* section -2-14-0+ may, in

23 the discretion of the Commissioner and under regulations

24 prescribed by him with the approval of the Secretary, bo

I -
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I received by a nonresident alien individual entitled thereto,

2 by filing a claim therefor with the withholding agent.

3 SEC. AU S. CREDITS AGAINST TAX.

4 A nonresident alien individual shall not be allowed the

5 credits again the tax for taxes of foreign countries and

6 possessions ,if the United States allowed by section 131.

7 SEC. 24 2J,6. RETURNS.

8 In. the case of a noaresi'lent alien individual the return,

9 in lieu of the time prescribed in section 53 (a) (1), shall

10 be inade on or before the fiftenth day of the sixth moth

11 followig the close of the fhcal year, or, if the return is

12 u.ade on the bas's of tje calvwiur year, then on or beiorc

13 the fifteenth day of June.

14 SEC. 2AS 217. PAYMENT OF TAX.

15 (a) Tiz OF PAX Mn:T.--4n the case of a nonresident

16 alicn individual the total amount of tL-tx imposed by this

17 title shall be paid, in lieu of the time prescribed in secalion

18 56 (a), on the Wteetnth day of Julio folowig 1h oause of

19 the calendar year, or, if the ratuxn should be made on

20 the basis of a fiscal year, thun on the tiftc-,th day of the

21 sixth moith following tbe clOse of the fiscal year.,

22 (b) Wr'uOLDItNG AT -unci.-For withhuildiimg at

23 source of tax on income of nonresident aliciis, see seti ion

24 143.
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1 Supplement 1-Foreign Corporations

2 SEC 23L GROSS INCOME.

3 (a) GINMBAL RULB.-In the cae of a foreign cor-

4 poration gross income includes only the gross income from

5 sources within the United States.

6 (b) SHIPs UNDER FoREIGN FLAG.-The income of a

7 foreign corporation, which coLiabjs, exclusivyel of eamings

8 derived from the operation of a ship or ships documented

9 under the laws of a foreign country which grants an equiva-

10 lent exemption to citizens of the United States and to cor..

11 poratioits organized in the Uuitd States, shall not be

12 incdudud in gruz- income and shall be cxuiipt from taxation

13 undur thi tjdO.

14 SEC. 2i2 DEDUCTIONS.

15 In the case of a foreign corporation the deductions shall

16 be allowed only if and to the extent that they are connected

17 wILh incoMe from sources within the United States; and the

18 proper apj)oiioii.-,at alid location of the deductions with

19 icspet te ,iuiiu us wi i , ad Yvithout th, United States shall

20 be d'etitidacd as piovidcd in section 119, wder ruics and

21 rg auions prescribed by the Conuiusioner with the approval

22 of the Secretary.

23 SLC. ,3 ALLOWANCE OF DMAi)UbCTIONS AND CREDITS.

24 A foreign corporation shall receive the benefit of the

25 deductions and credits allowed to it in this title only by

,L 48873-12
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1 fling or causing to be filed with the collector a true and

2 accurate return of its total income received from all sources

3 in the United States, in the manner prescribed in this title;
4 including therein all the information which the Cornmis-

5 sioner may deem necessary for the calculation of such deduc-

6 tions and credits.

7 SEC. 234. CREDITS AGAINST TAX.

8 Foreign corporations shall not be allowed the credits

9 against the tax for taxes of foreign countries and possessions

10 of the United States allowed by section 131.

11 SEC. 235. RETURNS.

12 In the case of a foreign corporation not having any

13 office or place of business in the United States the return,

14 in lieu of the time prescribed in section 53 (a) (1), shall be

15 made on or before the fifteenth day of the si:ath month fol-

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

17 on the basis of the calendar year then on or before the

18 fifteenth day of June. If any foreign corporation has no

19 office or place of business in the United States but has an

20 agent in the United States, the return shall be made by the

21 agent.

22 SEC. 236. PAYMENT OF TAX.

23 (a) TIME OF PAYMENT.-In the case of a foreign

24 corporation not having any office or place of business in the

25 United States the total amount of tax imposed by this title
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1 shall be paid, in lieu of the time prescribed in section 56(a),

2 on the fifteenth day of June following the close of the

3 calendar year, or, if the return should be made on the basis

4 of a fiscal year, then on the fifteenth (lay of the sixth month

5 following the close of the fiscal year.

6 (b) WITHHOLDING AT SoJcE.-For withholding at

7 source of tax on income of foreign corporations, sec

8 section 143.

9 SEC. 237. FOREIGN INSURANCE COMPANIES.

10 For special provisions relating to foreign instance

11 companies, see Supplement G.

12 SEC. 238. AFFILIATION.

13 Nk foreign corpo:rtion shall not be deemed to be

14 affiliated with any other corporation within the meaning

15 of section 141.

16 Supplement J-Possessions of the United States

17 SEC. 251. INCOME FROM SOURCES WITHIN POSSESSIONS

18 OF UNITED STATES.

19 (a) GLERAL RULE.-In the case of citizens of the

20 United States or domestic corporations, satisfying the follow--

21 ing conditions, gross income means only gross income from

22 sources -within the United States-

23 (1) If 80 per centum or more of the gross income

24 of such citizen or domestic corporation (computed with-

25 out the benefit of this section), for the three-year period



180

1 immediately preceding the close of the taxable year

2 (or for such part of such period immediately preceding

3 the close of such taxable year as may be applicable)

4 was derived from sources within a possession of the

a United States; and

6 (2) If, in the cae of such corporation, 50 per

7 centun or more of its gross income (computed without

8 the benefit of this section) for such period or such part

9 thereof was derived from the active conduct of a trade

10 or busihiess within a posscsion of the United States; or

11 (3) If, in ,'%se cf such citizen, 50 per centum or

12 more of his gross income (computed without the beno-

13 fit of this section) for such period or such part thereof

14 was derived from the active conduct of a trade or busi-

15 ness within a possession of the Unitcd States either on

16 his own account or as an employee or agent of another.

17 (b) AMOUNTS RECEIVED IN UNITED STATm.--Not-

18 withstanding the provisions of subsection (a) there shall be

19 included in gross income all ainounts received by such citi-

20 zens or corporations within the United StaLs, whether de-

21 rived from sources within or without the United Statcs.

22 (c) DTEFINITIO.-AS used in this section the term

23 "possession of the United States" does not include the

24 Virgin Islands of the United Stttes.
/
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1 (d) DEDUCTIONS.-

2 (1) Citizens of the United States entitled to the

3 benefits of this section shall have the same deductions

4 as are allowed by Supplement H in the case of a

5 nonresident alien individual.

6 (2) Domestic corporations entitled to the benefits

7 of this section shall have the same deductions as are

8 allowed by Supplement I in the case of a foreign

9 corporation.

10 (e) CU ,wIP AdANSr T LT IT n .- A citizen of

11 the Untud Suats entidud to the benefits of this section shall

12 be allowed a persoiial cxe.ption of only $1.000 and shall

13 not be allowed the ciedit for dependents provided in section

14 26,(b,) (2).

15a (f) ALLOWANCE Oi ,DUCTIONS AND CREDITS.-

16 Citizens of the United States and domestic corporations

17 entided to the benefits of this section shall receive the benefit

18 (if the deductions and credits allowed to them in this title

19 only by llhug (or causing to be flii,l ith the collector a true

20 ,i..(d accuiawe return of their total income received from all

21 sources in the United Staics, in the inauer 'rcs$rilbed in

22 this tide; including thei'cin all the ifufoi, nation which the

23 Coumaisioiier may deei necessary for the calculation of

24 such deductions and credits.
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1 (g) CREDITS AGAINST TAx.-Persons entitled to the

2 benefits of this section shall not be allowed the credits against

3 the tax for taxes of foreign countries and possessions of the

4 Unite;d States'allowed by section 131.

5 (11) AFFILIATION.--A corporation entitled to the

6 benefits of this section shall not be deemed to be affiliated

7 with any other corporation within the meaning of sec-

8 tion. 141.

9 SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

10 (a) Any individual who'is a citizen of any possession

11 of the United States (but not otherwise a citizen of the

12 United States) and who is not a resident of the United

13 States, shall be subject to taxation under this title only as to

14 income derived from sources within the United States, and

15 in such case the tax shall be computed and paid in the same

16 manner and subject to the same conditions as in the case of

17 other persons who are taxable only as to income derived

18 from such sources.

19 (b) Nothing in this section shadl be construed to alter

20 or amend the provisions of the Act entitled "An Act making

21 appropriations fo-" the naval service for the fiscal year ending

22 June 30, 1922, and for other purposes," approved July 12,

23 1921, relating to the imposition of income taxes in the

24 Virgin Islands of the United States.
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1 Supplement K-China Trade Act Corporations

2 SEC. 261. CREDIT AGAINST NET INCOME.

3 (a) ALLOWANCE OF CREDIT.-For the purpose only

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

5 the case of a corporation organized under the China Trade

6 Act, 1922, in addition to the credit provided i1 section 26, a

7 credit against the net income of an amount equal to the

8 proportion of the net income derived from sources within

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

10 section 119) which the par value of the shares of stock of the

i1 corporation owned on the last day of the taxable year by (1)

12 persons resident in China, the United States, or possessions

13 of the United States, and (2) individual citizens of the

14 United States or China wherever resident, bears to the par

15 value of the whole number of shares of stock of the corpora-

16 tion outstanding on such date: Provided, That in no case

[7 shall the amount by which the tax imposed by section 13 is

18 diminished by reason of such credit exceed the amount of the

19 special dividend certified under subsection (b) of this section.

20 (b) SPECIAL DIVIDEND.--Such credit shall not be

21 allowed unless the Secretary of Commerce has certified to

22 the Commissioner-

23 (1) The amount which, during the year endiiii

24 on the date fixed by law for filing the return, the cor-

25 poration has distributed as a special dividend to or for
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1 the benefit of such persons as on the last day of the

2 taxable year were resident in China, the United States,

3 or possessions of the United States, or were individual

4 citizens of the United States or China, and owned

5 shares of stock of the corporation;

6 (2) That such special dividend was in addition

7 to all other amounts, payable or to be payable to such

8 persons or for their benefit, by reason of their interest

9 in the corporation; and

10 (3) That such distribution has been made to or

11 for the benefit of such persons in proportion to the par

12 value of the shares of stock of the corporation' owned

13 by each; except that if the corporation has more than

14 one class of stock, the certificates shall contain a state-

15 ment that the articles of incorporation provide a method

16 for the apportionment of such special dividend among

17 such persons, and that the amount certified has been

18 distributed in accordance with the method so provided.

19 (c) OWNESSHIP OF STOOK.-For the purposes of this

20 section shares of stock of a corporation shall be considered

21 to be owned by the person in whom the equitable right to

22 the income from such shares is in good faith vested.

23 (d) DEFINITION OF CmHNA.-As used in this section

24 the term "China" shall have the same meaning as when

25 used in the China Trade Act, 1922.
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1 SEC. 262. CREDITS AGAINST THE TAX.

2 A corporation organized under the China Trade Act,

3 1922, shall not be allowed the credits against the tax' for

4 taxes of foreign countries and possessions of the United

5 States allowed by section 131.

6 SEC. 263. AFFILIATION.

7 A corporation organized under the China Trade Act,

8 1922, shall not be deemed to be affiliated with any other

9 corporation within the meaning of section 141.

10 SEC. 264. INCOME OF SHAREHOLDERS.

11 For exclusion of dividends from gross income, see

12 section 116.

13 Supplement L--Assessment and Collection of Deficiencies

14 SEC. 271. DEFINITION OF DEFICIENCY.

15 As used in this title in respect of a tax imposed by this

16 title "deficiency" means--

17 (a) The amount by which the tax imposed by this

18 title exceeds the amount shown as the tax by the tax-

19 payer upon his return; but the amount so shown on the

20 return shall first be increased by the amounts previously

21 assessed (or collected wiLhout assessment) as a deficiency,

22 and decreased by the amounts previously abated, credited,

23 refunded, or otherwise repaid in respect of such tax; or

24 (b) If no amount is shown as the tax by the tax-

25 payer upon his return, or if no return is made by the tax-

U
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payer, then the amount by which the tax exceeds the

amounts previously assessed (or collected without assess-

8 ment) as a deficiency; but such amounts previously assessed,

, or collected without assessment, shall first be decreased

5 by the amounts previously abated, credited, refunded, or

6 otherwise repaid in respect of such tax.

- 7 SEC. 272. PROCEDURE IN GENERAL.

8 (a) PETITION TO BOARD OF TAX APPEALS.--If in

9 the case of any taxpayer, the Commissioner determines that

10 there is a deficiency in respect of the tax imposed by this title,

11 the Commissioner is authorized to send notice of such defi-

12 ciency to the taxpayer by registered mail. Within 60 90

13 days after such notice is mailed (not countingg Sunday

14 or a legal holiday in lht, District of (Oihmlbia as the

15 .*4"* 7iineli/th day) , the taxpayer may file a petition

16 with the Board of Tax Appeals for a redetermination of the

17 deficiency. .No assessment of a, deficiency in respect of the

18 tax imposed by this title and no distraint or proceeding in

19 court for its collection shall be made, begun, or prosecuted

20 until such notice has been mailed to the taxpayer, nor until

2f the expiration of such g-dy 90-day period, nor, if a petition

22 has been filed with the Board, until the decision of the Board

23 has become final. Notwithstanding the provisions of section

24 3224 of the Revised Statutes the making of such assessment

25 or the beginning of such proceeding or distraint during
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1 the time such prohibition is in force may be enjoined by a

2 proceeding in the proper court.

3 For exceptions to the restrictions imposed by this sub-

4 section, see-- . .IIIP

5 (1) Subsection (d) of this section, relating to

6 waivers by the taxpayer;

7 (2) Subsection (f) of this section, relating to

8 notifications of mathematical errors appearing upon

9 the face of the return;

10 (3) Section 273, relating to jeopardy assessments;

11 (4) Section 274, relating to bankruptcy and

12 receiverships; and

13 (5) Section 1001 of the Revenue Act of 1926. as

14 amended, relating to assessment or collection of the

15 amount of the deficiency determined by the Board

16 pending court review.

17 (b) COLLECTION OF DEFICIENCY FOUND BY

18 BOARD.-If the taxpayer files a petition with the Board, the

19 entire amount redctcrmincd as the deficiency by the decision

20 of the Board which has become final shall be assessed and

21 shall be paid upon notice and demand from the collector.

22 No part of the amount determined as a deficiency by the

23 Cornnissioner but disallowed as such by the decision of the

24 Board which has become final shall be assessed or be col-
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1 lected by distraint or by proceeding in court with or without

2 assessment.

3 (C) FAILURE TO FILE KTlTIO.-If the taxpayer

4 does not file a petition with the Board within the time

5 prescribed in subsection (a) of this section, the deficiency,

6 notice of which has been mailed to the taxpayer, shall be

7 assessed, and shall be paid upon notice and demand from

8 the collector.

9 (d) WAIVE OF RSTRICTIoMS.-The taxpayer shall

10 at any time have the right, by a signed notice in writing filed

11 with the Commissioner, to waive the restrictions provided

12 in subsection (a) of this section on the assessment and collec-

13 tion of the whole or any part of the deficiency.

14 (e) INCREASE OF DrFwClnNCY AFTErR NOiCeF,

15 MAILED.-The Board shall have jurisdiction to redetermine

16 the correct amount of the deficiency even if the amount so

17 redetermined is greater than the amount of the deficiency,

18 notice of which has been mailed to the taxpayer, and to

19 determine whether any penalty, additional amount or addi-

20 tion to the tax should be assessed-if claim therefor is

21 asserted by the Commissioner at or before the hearing or a

22 rehearing.

23 (f) FUXTIFER DEFICIENCY LETTEIRS RESTRICTED.-

24 If the Commissioner has mailed to the taxpayer notice of a

25 deficiency as provided in subsection (a) of this section, and

0
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1 the taxpayer files a petition with the Board within the timo

2 prescribed in such subsection, the Commissioner shall have

3 no right to determine, any additional deficiency in respect of

4 the same taxable year, except in the case of fraud, and

5 except as provided it subsection (e) of this section, relating

6- to assertion of greater deficiencies before the Board, or in

7 section 273 (c), relating to the making of jeopardy assess-

8 ments. If the taxpayer is notified that, on account of a

9 mathematical error appearing upon the face, of the return.

10 an amount of tax i excess of that shown upon the return

11 is due, and that an assessment of the tax has been or will be

12 made on the basis of what would have been the correct

13 amount of tax but for the mathematical error, such notice

14 shall not be considered (for the purposes of this subsection,

15 or of subsection (a) of this section, prohibiting assessment

16 and collection until notice of deficiency has been m;Liled, or

17 of section 322 (c), prohibiting credits or refunds after peti-

18 tion to the Board of Tax Appeals) as a notice of a deficiency,

19 and the taxpayer shall have no right to file a petition with

20 the Board based on such notice, nor shtdl such assessment or

21 collection be prohibited by the provisions of subsetion (a)

22 of this section.

23 (g) JURISDICTION OVER OTatglu TAXABLE YI .--

24 The Board in redeterninng a deficiency in respect of any

25 taxable year shall consider such facts with relation to the
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i taxes for other taxable years as may be necessary correctly

2 to redetermine the amount of such deficiency, but in so doing

3 shall have no jurisdiction to determine whether or not the

4 tax for any other taxable year has been overpaid or

5 underpaid.

6 (h) FINAL DECISIONS OF BOARD.-For the purposes

7 of this title the date on which a decision of the Board becomes

8 final shall be determined according to the provisions of

9 section 1005 of the Revenue Act of 1926.

10 (i) PRORATING OF DEFICIENCY TO INSTALL-

11 MENTS.-If the taxpayer has elected to pay the tax in

12 installments and a deficiency has been assessed, the defi-

13 ciency shall be prorated to the four installments. Except

14 as provided in section 273 (relating to jeopardy assess-

15 ments), that part of the deficiency so prorated to any install-

16 ment the date for payment of which has not arrived, shall

17 be collected at the same time as and as part of such install-

18 ment. That part of the deficiency so prorated to any

19 installment the date for payment of which has arrived, shall

20 be paid upon notice and demand from the collector.

21 (j) EXTENSION OF TIME FOR PAYMENT OF DEFI-

22 cINCIEs.-Where it is shown to the satisfaction of the

23 Commissioner that the payment of a deficiency upon the

24 date prescribed for the payment thereof will result in undue

25 hardship to the taxpayer the Commissioner, with the ap-
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1 proval of the Secretary (except where the deficiency is

2 due to negligence, to intentional disregard of rules and

3 regulations, or to fraud with intent to evade tax), may

4 grant an extension for the payment of such deficiency or

5 any part thereof for a period not in excess of eighteen

6 months, and, in exceptional cases, for a further period not

7 in excess of twelve months. If an extension is granted, the

8 Commissioner may require the taxpayer to furnish a bond

9 in such amount, not exceeding double the amount of the

10 deficiency, and with such sureties, as the Commissioner

11 deems necessary, conditioned upon the payment of the

12 deficiency in accordance with the terms of the extension.

13 (k) ADDRESS FOR NOTICE OF DEFICIENCY.-In the

14 absence of notice to the Commissioner under section 312 (a)

15 of the existence of a fiduciary relationship, notice of a defi-

16 ciency in respect of a tax imposed by this title, if mailed to

17 the taxpayer at his last known address, shall be sufficient

18 for the purposes of this title even if such taxpayer is deceased,

19 or is under a legal (isabilitY, or, in the case of a corporation,

20 has terminated its existence.

21 SEC. 273. JEOPARDY ASSESSMENTS.

22 (a) AUTHORITY FOR MAKING.-If the Commissioner

23 believes that the assessment or collection of a deficiency will

24 be jeopardized by delay, he shall immediately assess such

25 deficiency (together with all interest, additional amounts, or
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1 additions to the tax provided for by law) and notice and

2 demand shall be made by the collector for the payment

3 thereof.

4 (b) DE vINOY LIrUTE.-If the jeopardy assess-

5 ment is made. before any notice in respect of the tax to which

6 the jeopardy assessment relates has been mailed urtler seo-

7 ion 272 (a), then the Commissioner shall ma3' a notice

8 under such subsection within sixty days after the making of

9 the assessment.

10 (c) AMOUNT ASSESSABLE Btu'onn DECISION OF

11 BoMu.-The jeopardy assessment may be made in respect

12 of a deficiency greater or less than that notice of which has

13 been mailed to the taxpayer, despite the provisions of section

14 272 (f) prohibiting the determination of additional deficien-

15 cies, and whether or not the taxpayer has theretofore filed

16 a petition with the Board of Tax Appeals. The Commis-

17 sioner shall notify the Board of the amount of such assess-

18 meut, if the petition is filed with the Board before tho

19 making of the assessment or is subsequently flied, and the

20 Board shall have jurisdiction to redetermne the entire

21 amount of the deficiency and of all amounts assessed at the

22 a ie time i connection therewith.

23 (d) AmoUNur Asus. A, i A'm DcLSmio 0 F

24 BOAaW.-If the jeopardy assessment is made after the deci-

25 sion of the Board is rendered such assessment may be made
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i only in respect of the deficiency determined by the Board

, in its decision.

(e) EXPIRATION O' IRIGH' TO ASsEss.-A jeopardy

4 asssseient may not be made after the decision of the Board

5 has become find or after the taxpayer has filed a petition

6 for review of the decision of the Board.

7 (f) BOND TO STAY COLLECTION.-When a jeopardy

8 assessment has been made the taxpayer, within 10 days

9 after notice and demand from the collector for the pay-

10 ment of the amount of the assessment, may obtain a stay

11 of collection of the whole or any part of the amount of

12 the assessment by filing with the collector a bond in such

13 amount, not exceeding double the amount as to which the

14 stay is desired, and with such sureties, as the collector

15 deems necessary, conditioned upon the payment of so much

16 of the amount, the collection of which is stayed by the

17 bond, as is not abated by a decision of the Board which

18 has become final, together with interest thereon as provided

19 in section 297.

20 (g) SAm--FuRT.ER CONDITIONS.-If the bond is

21 given before the taxpayer has filed his petition with the

22 Board under section 272 (a), the bond shall contain a

23 further condition that if a petition is not filed within the

24 period provided in such subsection, then the amount the

25 collection of which is stayed by the bond will be paid

,J. 48873--13
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1 on notice and demand at any tihe after the expiration

2 of such period, together with interest thereon at the rate

3 of 6 per centum per annum from the date of the jeopardy

4 notice and demand to the date of notice and demand under

5 this subsection.

6 (h) WAIVER OF STAY.-Upon the filig of the bond

7 the collection of so much of the amount assessed as is c

8 ered by the bond shall be stayed. The taxpayer shall e

9 the right to waive such stay at amiy time in respect the

10 whole or any part of the amount covered by the bond, and

11 if as a result of such waiver any part of the amount covered

12 by the bond is paid, then the bond shall, at the request of
13 the taxpayer, be proportionately reduce,1  If the Board

14 determines that the amount assessed is i ,ter than the

15 amount which should have been assessed, iren when the

16 decision of the Board is rendered the bond shall, at the

17 request of the taxpayer, be proportionately reduced.

18 (i) COLLECTION OF UNPAID AMOUNTS.-When the

19 petition has been filed with the Board and when the amount

20 which should have been assessed has been determined by a

21 decision of the Board which has become final, then any

22 unpaid portion, the collection of which bas been stayed by

23 the bond, shall be collected as part of the tax upon notice

24 and demand from the collector, and any remaining portion
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1 of the assessment shall be abated. If the amout already

2 collected exceeds the amount determined as the amount

3 which should have been assessed, such excess shall be

4 credited or refunded to the taxpayer as provided in section

5 322, without the filing of claim therefor. If the amount

6 determined as the amount which should hava been assessed

7 is greater than the amount actually assessed, then the dif-

8 ference shall be assessed and shall be collected as Dart of the

9 tax upon notice and demand from the collector.

10 (j) CLAIMS IN ABA'LEENT.- No claim in abatement

11 shall be filed in respect of any assessment in respect of any

12 tax imposed by this title.

13 SEC. 274. BANKRUPTCY AND RECEIVERSHIPS.

14 (a) IMMEDIATE A3SsESSM.iENT.-Upon the adjudica-

15 tion of bankruptcy of fmy taxpayer in any bankruptcy pro-

16 ceeding or the appointment of a receiver for any taxpayer

17 in any receivership proceeding before any court of the

18 United States or of any State or Territory or of the District

19 of Columbia, any deficiency (together with all interest, addi-

20 tional amounts, or additions to the tax provided for by law)

21 determined by the Commissioner in respect of a tax imposed

22 by this title upon such taxpayer shall, despite the restrictions

23 imposed by section 272 (a) upon assessments be immediately

24 assessed if such deficiency has not theretofore been assessed
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1 in accordance with law. In such caam the trustee in bank-

2 ruptcy or receiver shall give notice in writing to the Com-

8 miss ner of th adjudication of bankruptcy or the appoint-

4 ment of the receiver, and the running of de statute of limi-

5 tWions on the making of aumente shall be suspended

6 for the period from the date of adjudication in bankruptcy

7 or the appointment of the receiver to a date 30 days after

8 the date upon which the notice from the trustee or receiver

9 is received by the Commissiover; but the suspension under

10 this sentence shall in no case be for a period in ecess of

11 two years. Claims for the deficiency tand such in-

12 terest, additional amounts and additions to the tax may be

13 presented, for adjudication in accordance with law, to the

14 court before which the bankruptcy or receivership proceeding

15 is pending, despite the pendency of proceedings for the rede-

16 termination of the deficiency in pursuance of a petition to the

17 Board; but no petition for any such redetermination shall be

18 filed with the Board after the adjudication of bankruptcy or

19 the appointment of the receiver.

20 (b) UNPAID CLAIM.--Any portion of the claim

21 allowed in such bankruptcy or receivership proceeding

22 which is unpaid shall be paid by the taxpayer upon notice

23 and demand from the collector after the termination of such

24 proceeding, and may be collected by distraint or proceeding

25 in court within six years after termination of such proceed-
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1 ing. Extensions of time for such payment may be had in

2 the same manner and subject to the same provisions and

3 limitations as are provided in section 272 (j) and section

4 296 in the case of a deficiency in a tax imposed by this title.

5 SEC. 275 PERIOD OF LIMITATION UPON ASSESSMENT

6 AND COLLECTION.

7 Except as provided in section 276--

8 (a) GBN BEAT RUL.-The amount of income taxes

9 imposed by this title shall be assessed within two three years

10 after the return was filed, and no proceeding in court with-

11 out assessment for the collection of such taxes shall be begun

12 after the expiration of such period.

13 (b) REQUJ1T FOR PINoMPm AssE88MzNT.--In the

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

15 by his estate during the period of administration, or by a

16 corporation, the tax shall be assessed, and any proceeding

17 in court without assesinent for the collection of such tax

18 shall be begun, within efte yew eighteen monthe after writ-

19 ten request therefor (filed after the return is made) by

20 the executor, administrator, or other fiduciary representing

21 the estate of such decedent, or by the corporation, but not

22 after the expiration of two three years after the return was

23 filed. This subsection shall not apply in the case of a

24 corporation unless-
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1 (1) Such written request ntiaie the Cowmii

2 sioner that the corpoiiion conteuiplates di6owlution at

8 or before the ex piration of such yecw 18 ni *mWt period;

4 and

5 (2) The dissolutioai is a g$K)d faitti ,,,-,fn Ae

6 the expiration of si iv ytw A mas ,." ' ' ,o-n and

7 (3) The disslutiwi is CoIplet.

& (c) OMISSION kIo ('1m.1 lr .uIv -I .,, -

9 payer omtLI frtnn gross income an a,,oun, OeI lt IV it. 114,. ii

10 therein which is in ,.rccss of 20 per ,, .,n of the (liIIunt of

11 gross income stated in the rMturn, M/e tax may be assessed,

12 or a proceeding in court for the collection of such tax may

18 be begun without awscsmment, at any time within 5 years after

14 the return was filed.

15 (d) For the purposes of subsections (a), (b), and (c) a

16 return fded before the last day prescribed by law for the

17 filing thereof al be considered as filed on sudi last day.

18 * (e) CO11wORATION AND 811ARBRIOLDIBR.-If a

19 corporation makes no return of the tax imposed by this title,

20 but each of the shareholders includes in his return his dis-

21 tributive share of the net income of the corporation, then

22 the tax of the corporation shall be assessed within four years

23 after the last date on which any such shareholder's return

24 was filed.
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t SEC. 276. SAME-EXCEPTIhN8.

2 (a) F sio, I0 tirxIu ou No RETUR.N.- In the case of

3 a folse or fraudulent return with ateult to evade tax or of

4 a failure o file a return the I x may be assfesed, or a pro-

5 'oCding in court for the ('olloc ion of such tax may he begun

6 without a.mesnwent, at any time.

7 (b) WAxP.vm.-1Where bufote the expiration of the

8 time prescribed in section 275 for the assessment of the tax,

9 both the Commissioner and the taxpayer have consented in

10 writing to its assessment after such time, the tax may be

11 assessed at any time prior to the expiration of the period

12 agreed upon. The period so agreed upon may be extended

13 by subsequent agreements in writing made before the expira-

14 tion of the period previously agreed upon.

15 (c) COLLECTION ArE AssiMMB.-Where the

16 assessment of any income tax imposed by this title has been

17 made within the period of limitation properly applicable'

18 thereto, such tax may be collected by distraint or by a pro-

19 ceeding in court, but only if begun (1) within six years

20 after the assessimcnt of the tax, or (2) prior to the expira-

21 tion of any period for collection agreed upon in writing by

22 the Commissioner and the taxpayer before the expiration of

23 such six-year period. The period so agreed upon may be

24 extended by Subsequent agreements in writing made before

25 the expiration of the period previously agreed upon.
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1 SEC. 277. SUSPENSION OF RUNNING OF STATUTE.

2 The running of the statute of limitation provided in

3 section 275 or 276 on the making of assessments and the

4 beginning of distraint or a proceeding in court for collection,

5 in respect of any deficiency, shall (after the mailing of a

6 notice under section 272 (a)) be suspended for the period

7 during which the Commissioner is prohibited from making

8 the assessment or beginning distraint or a proceeding in

9 court (and in any event, if a proceeding in respect of the

10 deficiency is placed on the docket of the Board, until the

11 decision of the Board becomes final), and for sixty days

12 thereafter.

13 Supplement M-Interest and Additions to the Tax

14 SEC. 291. FAILURE TO FILE RETURN.

15 In case of any failure to make and file a return required

16 by this title, within the time prescribed by law or prescribed

17 by the Commissioner in pursuance of law, 25 per centum of

18 the tax shall be added to the tax, except that when a return

19 is filed after such time and it is shown that the failure to

20 file it was due to reasonable cause and not due to willful

21 neglect no such addition shall be made to the tax. The

22 amount so added to any tax shall be collected at the same

23 time and in the same manner and as a part of the tax unless

24 the tax has been paid before the discovery of the neglect,

25 in which cue the amount oo Wded shall be collected in the
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Smaine manner as the tax. The amount added to the tax

2 under this section shall be in lieu of the 25 per centum addi-

8 tion to the tax provided in section 8176 of the Revised

4 8tatute., as amended.

5 BBC. 3ML INTUBST ON DEVICIBNCIBS

6 Interest upon the amount determined as a deficiency

7 shall be assessed at the same time a the, deficiency, shall

8 be paid upon notice and demand from the collector, and

9 shall be collected as a part of the tax, at the rate of 6 per

10 centum per annum from the date prescribed for the payment

11 of the tax (or, if the tax is paid in installments, from the

12 date prescribed for the payment of the first installment) to

13 the date the deficiency is assessed, or, in the case of a waiver

14 under section 272 (d), to the thirtieth day after the filing of

15 such waiver or to the date the deficiency is assessed which-

16 ever is the earlier.

17 SEC. 24 ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.

18 (a) N awowcz.--If any part of any deficiency is

19 due to negligence, or intentional disregard of rules and

20 regulations but, without intent to defraud, 5 per centum of

21 the total amount of the deficiency (in addition to such

22 deficiency) shall be assessed, collected, and paid in the same

23 manner as if it were a deficiency, except that the provisions

24 of section 272 (i),. relating to the prorating of a deficiency,
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1 and of section 292, relating to interest 0n deficiencies, shall

2 not be applicable.

$ (b) FaUD.-If any part of any deficiency is due to

4 fraud with intent to evade tax, then 50 per centum of the

5 total amount of the deficiency (in addition to such defi-

(0 ciency) shall be so assessed, collected, and paid, in lieu of

7 the 50 per ccntum addition to the tax provided in section

8 3176 of the Revised Statutes, as amended.

9 SEC. 29. ADDITIONS TO THE TAX IN CASE OF NON.

10 PAYMENT.

1 - (a) TAx ShowN oN RmuTI.--

12 (1) GENnAL ituLa.-Where the amount deter-

13 mined by the taxpayer as the tax imposed by this title,

14 or any installment thereof, or any part of such amount

15 or installment, is not paid on or before the date pre-

16 scribed for its payment, there shall be collected as a

17 part of the tax, interest upon such unpaid amount at the

18 rate of 1 per centum a month from the date prescribed

19 for its payment until it is paid.

20 (2) I EXTENSION URANTED.-Where an ex-

21 tension of time for payment of the amount so deter-

22 mined as the tax by the taxpayer, or any installment

23 thereof, has been granted, and the amount the time for

24 payment of which has been extended, and the interest

25 thereon determined under section 295, is not paid in



208

I full prior to the expiration of the period of the extension,

2 then, in lieu of the interest provided fonl in paragraph

8 (1) of this subsection, interest at the rate of 1 per

4 centum a month shall be collected on such unpaid

At amount from the date of the expiration of the period of

03 the extension until it is paid.

7 (b) DmnxCINOY.-Where a deficiency, or any

8 interest or additional amounts assessed in connection there-

9 with under section 292, or under section 293, or any addi-

10 tion to the tax in case of delinquency provided for in section

11 291, is not paid in full within ten days from the date of

12 notice and demand from the collector, there shall be collected

13 as part of the tax, interest upon the unpaid amount at the

14 rate of 1 per centum a month from the date of such notice

15 and demand until it is paid. If any part of a deficiency

10 prorated to any unpaid installment under section 272 (i) is

17 not paid in full on or before the date prescribed for the pay-

18 meant of such instaUient, there shall be collected as part of

19 the tax interest upon the unpaid amount at the rate of 1 per

20 centum a month from such date until it is paid.

21 (c) FIDUCIAmIm.-For any period an estate is held

22 by a fiduqary appointed by order of any court of competent

23 jurisdiction or by will, there shall be collected interest at the

24 rate of 6 per centum per annum in lieu of the interest

25 provided in subsections (a) and (b) of this section.
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I (d) FaING or JOPwi BoND.-' a bond is filed,

2 as provided in section 273, the provisions of subsections

3 (b) and (o) of this section shall not apply to the amount

4 covered by the bond.

5 BEC. 25 TIME EXTENDED FOR PAYMENT OF TAX SHOWN

0 ON RETURN.

7 If tie time for payment of the amount determined as

8 the tax by the taxpayer, or any installment thereof, is

9 extended under the authority of section 56 (a), there shall

10 be collected as a part of such amount, interest thereon at

11 the rate of 6 per centum per annum from the date when

12 such payment should have ben made if no extension had

13 been granted, until the expiration of the period of the

14 extension.

15 SEC. 296. TIME EXTENDED FOR PAYMENT OF DEFICIENCY.

16 If the time for the payment of any part of a deficiency

17 is extended, there shall be collected, as a part of, the tax,

18 interest on the part of the deficiency the time for payment

19 of which is so extended, at the rate of 6 per centum per

20 annum for the period of the extension, and no other interest

21 shall be collected on such part of the deficiency for such

22 period. If the part of the deficiency the time for payment

23 of which is so extended is not paid in acordance with the

24 terms of the extension, there shall be collected, as a part of

25 the tax, interest on such unpaid amount at the rate, of 1,
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1 per centam a month for the period from the time fixed by

2 the terms of the extension for its payment until it in paid,

8 and no other interest shall be collected on such unpaid

4 amount for such period.

5 SEC. 297. INTiREST IN CASE OF JEOPARDY ASSESMENTS.

6 In the case of the amount collected under section

7 273 (i) there shall be collected at the same time as such

8 amount, and as a part of the tax, interest at the rate of 6 per

9 centum per annum upon such amount from the date of the

10 jeopardy notice and demand to the date of notice and demand

11 under section 278 (i), or, in the case of the amount collected

12 in excess of the amount of the jeopardy assessment, interest

13 as provided in section 292. If the amount included in the

14 notice and demand from the collector under section 273 (i)

15 is not paid in full within ten days alter such notice and

16 demand, then there shall be collected, as part of the tax,

17 interest upon the unpaid amount at the rate of I per centare

18 a month (or, for any period the estate of the taxpayer is held

19 by a fiduciary appointed by any court of competent jurisdie-

20 tion or by will, at the rate of 6 per centum per annum) from

21 the date of such notice and demand until it is paid.

22 SEC. 298. BANKRUPTCY AND RECEIVERSIUPS.

23 If the unpaid portion of the claim allowed ,in a bank-

24 ruptcy or receivership proceeding, as provided in section 274,

25 is not paid in full within ten days from the date of notice
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1 and demand from the collector, then there shall be collected

2 as a part of such amount interest upon the unpi'd portion

8 thereof at the rate of 1 per centum a month from the date

4 of such notice and demand until payment.

5 BBC. 29& REMOVAL OF PROPERTY OR DEPARTURE FROM

6 UNITED STATES.

7 For additions to tax in cea of leaving the United States

8 or concealing property in such manner as to hinder collection

9 of the tax, see section 140.

10 Supplement N - Claims against Tranferees and

11 Fiduciaries

12 SEC. 31L TRANSFERRED ASSETS.

13 (a) METHOD OF COLLETION.-The amounts of the

14 fojowing liabilities shall, except as hereinafter in this section

15 provided, be assessed, collected, and paid in the same man-

16 ner and subject to the same provisions and limitations as in

17 the case of a deficiency in a tax imposed by this title (includ-

18 ing the provisions in case of delinquency in payment after

19 notice and dentmand, the provisions authorizing distraint and

20 proceedings in court for collection, and the provisions

21 prohibiting claims and suits for refunds) :

22 (1) TRNSFEImI.-The liability, at law or in

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

24 respect of the tax (including interest, additional
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1 amounts, and additions to the tax provided by law)

2 imposed upon the taxpayer by this tide.

8 (2) FIwuoLua .-- The liability of a fiduciary

4 under section 3467 of the Revised Statutes in respect

5 of the payment of any such tax from the estate of the

6 taxpayer.

7 Any such liability may be either as to the amount of tax

8 shown on he return or as to any deficiency in tax.

9 (b) PiCiUOD OF LIMUTATION.-The period of limita-

10 ion for assessment of any such liability of a transferee or

11 fiduciary shall be as follows:

12 (1) In the case of the liability of an initial tras-

13 feree of the property of the taxpayer,-within one

14 year after the expiration of the period of limitation for

15 assessment against the taxpayer;

16 (2) In the case of the liability of a tranderee of

17 a transferee of the property of the taxpayer,-wthin

18 one year after the expiration of the period of limitation

19 for assessment against the preceding transferee, but

20 only if within three years after the expiration of the

21 period of limitation for assessment against the tax-

22 payer;-

23 except that if before the expiration of the period of limitation

24 for the assessment of the liability of the transferee, a court
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I proceeding for the collec tion of the t or Debility in reap

2 thereof has been begun against the taxpayer or last proeding

8 t ansferee, rmpectivy,-then the period of limitation for

4 asumt of the liability of the transferee shall expire one

5 year after the return of execution in the court proceeding.

6 (3) In the case of the liability of a fiduciary-

7 not later than one year after the liability arises or not

8 later than the expiration of the period for collection

9 of the tax in respect of which such liability arises,

10 whichever is the later.

11 (c) NIuoD FOR ASsM.SMET AGAINST TAx-

12 PAmiax.--For the purposes of this section, if the taxpayer is

13 deoeased, or in the cae of a corporation, Is terminated its

14 existence, the period of limitation for assm snent against the

15 taxpayer shall be the period that would be in effect had the

16 death or termination of existence not occured.

17 (d) SuaPm iox oF RUNNING OF STATUTE OF

18 LIMTATIONL.-The running of the statute of limitations

19 upon the assessment of the liabi,ly of a tmnderee or

20 fiduciary shall, after the mailing to the transferee or fiduciary

21 of the notice provided for in section 272 (a), be suspended

22 for the period during which the Commissioner is prohibited

28 from making the assessment in respect of the liability of the

24 transferee or fiduciary (and in any event, if a proceeding in

25 respect of the liability is placed on the docket of the Board,
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1 , until the decision of the Board becomes final), and for sixty

2 days thereafter.

3 (e) Amaa FO NoTcIc OF LIABILIT.-Iln the

4 absence of notice to the Commissioner under section 312 (b)

5 of the existence of a fiduciary relationship, notice of liability

6 enforceable under this section in respect of a tax imposed

7 by this title, if mailed to the person subject to the liability at

8 his last known address, shall be sufficient for the purposes of

9 this title even if such person is deceased, or is under a legal

10 disability, or, in the case of a corporation, has terminated its

11 existence.

12 (f) DEFINITION OF " TUAuvtB ".-As used in

13 this section, the term "transferee" includes heir, legatee,

14 devisee, and distributed.

15 SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

16 (a) FIDUCIRY OF TAiPAYE.-Upon Dotice to the

17 Commissioner that any person is acting in a fiduciary

18 capacity such fiduciary shall assume the powers, rights,

19 duties, and privileges of the taxpayer in respect of a tax

20 imposed by this title (except as otherwise specifically pro-

'21 vided and except that the tax shall be collected from the

22 estate of the taxpayer), until notice is given that the

23 fidutciary capacity has terminated.

24 (b) FWmfolAY OF 'rAxNS luB.-Upon notie to

25 the Commissioner that any person is acting in a fiduciary

J. 4887,3--14



210

1 capacity for a person subject to the liability specified in

2 section 311, the fiduciary shall assume, on behalf of such

3 person, the powers, rights, duties, and privileges of such

4 person under such section (except that the liability shall

5 be collected from the estate of such person), until notice

6 is given that the fiduciary capacity has terminated.

7 (c) MA.NNER oF NoTIO.-Notice under subsection

8 (a) or (b) shall be given in accordance with regulations

9 prescribed by the Commissioner with the approval of the

10 Secretary.

11 Supplement O-Overpayments

12 SEC. 321. OVERPAYMENT OF INSTALLMENT.

18 If the taxpayer has paid as an installment of the tax

14 more than the amount determined to be the correct amount

15 of such installment, the overpayment shall be credited against

16 the unpaid installments, if any. If the amount already paid.

17 whether or not on the basis of installments, exceeds the

18 amount determined to be the correct amount of the tax, the

19 overpayment shall be credited or refunded as provided in

20 section 322.

21 SEC. 322. REFUNDS AND CREDITS.

22 (a) AUTHORIZATION.-Where there has beon an

23 overpayment of any tax imposed by this title, the amount

24 of such overpayment shall be credited against any income,

25 war-profits, or excess-profits tax or installment thereof then
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1 due from the taxpayer, and any balance shall be refunded

2 immediately to the taxpayer.

3 (b) LIMITATION ON ALLOWANCE.-

4 +1+ 1IHeD OF' LIMIATiON. Noeael eredit ef

5 reftmd shall be al wed o made ate two yeeas oem

6 the time he ta ww ap es before "re eOiH~fi

7 of s bt ehi ekld t is fMipe by e.

8 (1) PERIOD OF LIMITATION.-Unless a claim

9 for credit or refund is filed by the taxpayer within three

10 years from the time the return was filed by the taxpayer

11 or within two years from the time the tax, was paid, no

12 credit or refund shall be allowed or made after the

13 expiration of whichever of such periods expires the

14 later. If no return is filed by the taxpayer, then no

15 credit or refund shall .be allowed or made after two

16 years from the time the tax was paid, unless before the

17 expiration of such period a claim therefor is filed by

18 the tapayer.

19 (2) LIMIT ON AMOUNT OF CREDIT OR

20 REFUND.-The amount of the credit or refund shall not

21 exceed the portion of the tax paid during the two three

22 years immediately preceding the filing of the claim,

23 Of or, if no claim was filed, then during the two three

24 years immediately preceding the allowance of the

25 credit or refund.



212

1 (c) EFFECT OF PMTION TO BOARD.-If the Corn-

2 missioner has mailed to the taxpayer a notice of deficiency

3 under section 272 (a) and if the taxpayer files a petition

4 with the Board of Tax Appeals within the time prescribed

5 in such subsection, no credit or refund in respect of the tax

6 for the taxable year in respect of which the Commissioner

7 has determined the deficiency shall be allowed or made and

8 no suit by the taxpayer for the recovery of any part of such

9 tax shall be instituted in any court except -
10 (1) As to overpayments determined by a decision

11 of the Board which has become final; and

12 (2) As to any amount collected in excess of mi

18 amount computed in accordance with the decision of

14 the Board which has become final; and

15 (3) As to any amount collected after the period

16 of limitation upon the beginning of distraint or a pro-

17 ceeding in court for collection has expired; but in any

18 such claim for credit or refund or in any such suit for

19 refund the decision of the Board which has become

20 final, as to whether such period has expired before the

"21 notice of deficiency was mailed, shall be conclusive.

22 (d) OVERPAY-MEN9T FOUND BY BOARD.-If the

23 Board finds that there is no deficiency and further finds

24 that the taxpayer has made an overpayment of tax in

25 respect of the taxable year in respect of which the Con-
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1 missioner determined the deficiency, the Board shall have

2 jurisdiction to determine the amount of such overpayment,

3 and such amount shall, when the decision of the Board has

4 become final, be credited or refunded to the taxpayer. No

5 such credit or refund shall be made of any portion of the tax

6 unless the Board determines as part of its decision that it

7 was paid mere "ham twe within three years before the filing

8 of the claim or the filing of the petition, whichever is earlier.

9 (e) TAX WITHHELD AT SOUBE.-For refund or

10 credit in case of excessive withholding at the source, see

11 section 143 (f).

12 TITLE IA-ADDITIONAL INCOME TAXES

18 SEC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

14 (a) IMPOSITION OF TAx.-There shall be levied, col-

15 lected, and paid, for each taxable year, upon the und is-

16 tributed adjusted net income 'of ever personal holding com-

17 pany a surtax equal to the sum of the following:

18 (1) 30 per centum of the amount thereof not in

19 exes of $100,000; plus

20 (2) 40 per centum of the amount thereof in eee

21 of $100,000.

22 (b) DFINITIONS.-As used in this title-

23 (1) The term "personal holding company"

24 means any corporation (other than a corporation

25 aept from taxation under section 101, and other than
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a bank or trust company incorporated uder the laws

2 of the United States or of any State or Territory, a

3 substantial part of whose business is the-receipt of

4 deposits, and other than a life-insurance company)

5 if-(A) at least 80 per century of its gro.s income for

6 the taxable year is derived from royaltis, dividends,

7 interest, annuities, and (except in the case of regular

8 dealers in stock or securities) gains from the sale of

9 stock or securities, and (B) at any time during the

10 last half of the taxable year more than 50 per centum

11 in value of its outstanding stock is owned, directly or

12 indirectly, by or for not more than five individuals.

1"3 For the purpose of determining the ownership of stock

14 in a personal holding copay-(C) stock owned,

15 directly or indirectly, by a corporations, partnership,

16 estate, or trust shall be considered as being owned pro-

17 portionately by its shareholders, partners, or benefici-

18 aries; (-.) an individual shall be considered as own-

19 ing, to the exclusion of any other individual, the stock

20 owned, directly or indirectly, by his family, and this

21 rule shall be applied in such manner as to produce the

22 smallest possible number of individuals owning, directly

23 or indirectly, more than 50 per centum in value of the

24 outstanding stock; and (E) the family of an individual

c5 shall include only Ais brothers and sisters (whether by
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1 the whole or half blood), spouse, ancestors, and lineal

2 descendants.

8 (2) The term "undistributed adjusted net in-

4 come" means the adjusted net income minus -the sum of:

5 (A) 10 per centum of the excess of the ad-

6 ousted nit inc me over the amount of the dividend

7 deduction allowed under section 23(p);

8 (B) A reasonable amount used or set aside

9 to retire indebtedness incurred prior to January 1,

10 1934; and

11 (C) Dividends paid during the taxable year.

12 (3) The term "adjusted net income" means the

13 sum of:

14 (A) The net income; and

15 (B) The amount of the dividend deduction

16 allowed under section 23(p);

17 minus the sum of:

18 (C) Federal income, war-profits, and excess-

19 profits taxes paid or accrued, bit not including the

20 tax imposed by this section; and

21. (D) Contributions or gifts, not otherwise

22 allowed as a deduction, to or for the use of donees

23 described in section 23(o) for the purposes therein

24 specified,
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1 (4) The terms used in this section shall have the

2 same meaning as when used in Title I.

3 (c) ADMINISTRATIVE PROvIsIoNs.-All provisions

4 of law (including p('ealties) applicable in respect of the taxes

5 imposed by Title I of this Act, shall insofar as niot inconsistent

6 with this section, be applicable in respect of the tax imposed

7 by this section, except that the provisions of section 131 of

8 that title shall not be applicable.

9 (d) IMPROPER ACCUMULATION OF SURPLUS.-For

10 surtax on corporations which accumulate surplus to avoid

11 surtax on stockholders, see section 102.

' 12 TITLE I--AMENDMENTS TO ESTATE TAX

13 SEC. 401. REVOCABLE TRUSTS.

14 Section 302(d) of the Revenue Act of 1926 is amended

15 to read as follows:

16 "(d) (1) To the extent of any interest therein of which

17 the decedent has at any time made a transfer, by trust or

18 otherwise, where the enjoyment thereof was subject at the date,

19 of his death to any change through the exercise of a power,

20 either by the decedent alone or in conjunction with any per-

21 son, to alter, amend, or revoke, or where the decedent relin-

22 quished any such power in contemplation of his death, except

23 in case of a bona fide sale for an adequate and full coidera-

24 ;,o.in money or money. worth.
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1 "(2) For the purposes of this subdivision the power

2 to alter, amend, or revoke shall be considered to exist on the

3 date of the decedent's death even though the exercise of the

4 power is subject to a precedent giving of notice or even

5 though the alteration, amendment, or revocation takes effect

6 only on the expiration of a stated period after the exerise

7 of the power, whether or not on or before the date of the

8 decedent's death notice has been given or the power has been

9 exercised. In such cases proper adjustment shall be made

10 representing the interests which would have been eluded

11 from the power if the decedent had lived, and for such pur-

12 pose if the notice ha. not been given or the power has not

13 been exercised on or before the date of his death, such notice

14 shall be considered to have been given, or the power exercisd,

15 on th date of his death.

16 "(3) The relinquishment of any such power, not admit-

17 ted or shown to have been in contemplation of the decedent's

18 death, made within two years prior to his death without

19 such a consideration and affecting the interest or interests

20 (whether arising from one or more transfers or the creation

21 of one or more trusts) of any one beneficiary of a value or

22 aggregate value, at the time of such death, in excess of

23 $5,000, then, to the extent of such excess, such relinquish-

24 ment or relinquishments shall, unless shown to the contrary,
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be deeined to have been made in contemplation of death

2 within the meaning of this title;"

No'.-Section 302(d) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

SE~c. 302. The value of the gross estate of the decedent shall be de-
termine I 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, where the enjoy-
ment thereof was subject at the (late of his death to any change through
the exercise of a lower, either by the decedent alone or in conjunction
with any person, to alter, awend, 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.

(2) For the purposes oJ this subdivision the power to alter, amend, or
revoke shall be considered to exist on the date of the deceden's death even
though the exercise of the power is subject to a precedent giving of notice. or
even though Ile alteration, amendment, or revocation takes effect only on
the expiration of a stated period after the exercise of the power, whether or
not on or before the date of the decedent's death outwe hs been given or the
power has been exercised. In such cases proper adjustment shall be made
representing the interests which would have been excluded from the power if
the decedent had lived and for sumh purpose If the notice has not been gien
or the power has not een exercised on or before the date of his death, suck
notice shall be considered to have been given, or the power ezercised on the
dateof 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 Itt a4ter the es wmen e4 t"i At without such
a consideration and affecting the interest or interests (whether arising
from one or more transfers or the creation of one or more trusts) of any
one beneficiary of a value or aggregate value, at the time of such death,
in excess of $5,000, then, to the extent of such excess, such relinquishment
or relinquishments shtell h shall, unless shown to the contrary, be deemed
to have been made in contemplation of death within the meaning of this
title;

3 SEC. 402. PRIOR TAXED PROPERTY.

4 Paragraph (2) of subdivision (a) and paragraph

(2) of subdivison (b) of section 303 of the Revenue Act

6 of 1926, as amended, are amended by inserting before the

7 period at the end of the second sentene of each such para-

, graph a comma and the following: " and only if in determin-

'. ing the value of the net estate of the prior decedent no deduction
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was allowable under this paragraph iu respect of the property

2 or property given in exchange therefor ".

NoT.--&ction 303 (a) (2) and 303 (b) (2) of the Revenue Act of
1926 will, after the above insert, read as follows:

SEC. 303. For the purpose of the tax the value of the net estate
shall be determined-

(a) in the ,casle of a nonresident by deducting from the value of the
gross estate-

* *t * , *t *t *

(2) An amount e(juM! to the valia of any property (A) form-
ina art of the gross (5tte situated in the United States of any person
who died within five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within live yeus prior to his death,
where such prop~lerty can be identified ashvigbnreied y
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 gift tax imposed under the Revenue Act
of 1932, or an( estate tax jm posed under this or any prior Act of Congress,
was finally determined and paid by or on behalf of such donor, or the
estate of such prior decedent, as the case may be, and only in the amount
finally determined as the value of such property in determining the
value of the gift, or the gross estate of such prior decedent, and only to
the extent that the value of such property is included in the decedent's
gross estae estate, and oniy if in determining the value of the net etate
of the prior decedent no deduction u allowable under this paragraph in
r8eect o the property or property giten in exchange therefor. Where
deduction was allowed of any mortgage or other lien in determiining
the gift tax, or the estate tax of the prior decedent, which was aid
in whole dr 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
deductible under this paragraph bears to the value of the decedent's
gross estate. Where the property referred to in this paragraph consists
of two or more items the aggregate value of such items shall e used for
the purpose of computing the deduction.

(b) In the case of.a nonresident, by deducting from the value of that
Uart 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 identified as having been received by the decedent
from the donor by gift, or from such prior decedent by gift, bequest
devise or inheritance, or which can be identified as having been 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 an
estate tax imposed under this or any prior Act of Congress, was finally
determined and paid by or on behalf of such donor, or the estate of such
prior decedent, as the case may be, and only in the amount finally deter-
mined as the value of such property in determining the value of the gift,
or the gross estate of such prior decedent, and only to the extent that the
value of such property is included in that part of the decedent's gross
pstatj which at the tilne of his death is situated in the Vnite4 8e
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Slates, and only if in determining the tulue oj the net stats oJ the prior
decedent no deduction was allowable under this paragraph in resped oJ
the property or property given in exchange therefor. Where a deduction
was slowed of arty mortgage or other lien 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 para-
graphs (1) and (3) of this subdivision as the amount otherwise deductible
under this paragraph bears to the value of that part of the decedent's
gross estate which at the time of his death is situated in the United
States. Where the property referred to in this paragraph consists of
two or more items the aggregate value of such items shall be used for
the purpose of computing the deduction.

NoTz.-See also the amendments proposed to the above provisions
by section 403 of this bill.

1 SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS.

2 (a) Section 303(a) of the Revenue Act of 1926, as

3 amended, is amended by 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"

Nom.-Section 303(a) of the Revenue Act of 1926 will, after the
above amendment, read as follows:

SzC. 303. For the purpose of the tax the value of the net estate shall
W determined-

(a) In the case of a citizen or resident of the United State., by de-
ducting from the value of the gross estte-

6 (b) Section 303(b) of such Act, as amended, is

7 amended by striking out "In the case of a nonresdent,"

8 and inserting in lieu thereof" In the case of a nonresident

9 not a citizen of the United Stare ".1

Nom.--Section 303(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 State.,
by deducting from tLe value of that part of his gross estate which at
the time of his death is situated in the United States-

(1) * *

10 (c) Section 303(c) of such Act, as amended, is

11 ante-,ed by striking out "in the case of a nonresident"
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1 and inserting in lieu thereof "in the case of a nonresident

2 not a citizen of the United States ".

No'rn.-Section 303(c) of the Revenue Act of 1926 wiI, afterr the
above amendment, read as follows:

(c) No deduction shall be allowed in the case of a nonresident not (s
citen of the U~ited 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.

3 (d) Section 303(d) and (e) of such Act, as

4 amended, are amended by striking out the phrase "non-

5 resident decedent" wherever such phrase appears in such

6 subdivisions and in8erting in lieu thereof in each case "non-

7 resident not a citizen of the United States".

NoTr.--Section 303(d) and (e) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

(d) For the purpose of this title, stock in a domestic corporation
owned and held by a nonresident deeedeM not a citizen of the United
Skies shall be deemed property within the United States, and any
property of which the decedent has made a transfer, by trust or other-
wise within the meaning of subdivision (c) or (d) of section 302 shall
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
curtesy, 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 fife of a non-
resident deeedett not a citizen of the United Ste. and any moneys
deposited with any person carrying on the banking business, by or for
a nonresident dee.r.; not a citizen of tIe Unitedtate. who was not
engaged in business in the Uited 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

to amended, are amended by striking out "nonresident"

10 wherever such word appears and inserting in lieu thereof

t 1in each case "nonresident not a citizen of the United States ".

Norm.-Sction 304(a) and (b) of the Revenue Act of 1926 will?
after the above amendment, read as follows:

SEc. 304. (a) Ile executor, within two months after the dece-
dent's death, or within a like period after qualifying as such, shall
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give written notism thereof to the collector. The executor shall also,
at such finse and in sih inajuier as way he required ly regulations
made pursuant to law, file with the collectlor a return under oath in
duplicate, setting forth (1) the value of the gross estate.of the de'e.
dent at tie tihe of his death, or. in ease of a nonresident not a cWu.1

St/he lUnited PStats, of that part of his gross estate situated in the
United States; (9) the deiluctions allowed under section 308; (8) the
value of the net estate of the decedent as defined in section .303; and
(4) the tax paid or payable theroon; or such part of such information
as may at the time be asertainable and Auch supplemental (lata as may
he necessary to establish the correct tax.

(b) Return shall be made in all vats where the grom estate at
the death of the decedent exceeds $ItXL.O, and in (lie asge of tie estate
of every nonresident tot a oitiin of the United States any part of
whose gross estate is sitinlted in the Tnited 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 dis return a description of such part
an(] the name of every person holding a legal or beneficial interest
therein, and upon notice from the collector such person shall in like
manner make a return as to such part of the gross estate.

(f) Section 403 of the Revenue Act of 1932 is amended

2 by striking out "resident decedent" and inserting in lieu

3 thereof "citizen or resident of the United Stare ".

No'r.--Sotion 403 of the Revenue Act of 1932 will, after the above
amendment, read as follows:

SEC. 408. ASSESSMENT, COLLECTION, AND PAYMENT OF TAL,

Except as provided in section 402, the tax imposed by section 401
of this Act shall be assessed, collected, and paid, i 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 areedie deeedencitizenorresidentof the Unite4States
a return shall be required if the value of the gross estate at the time of the
decedent's death exceeds $50,000.

4 SEC. 404. REAL ESTATE SITUATED OUTSIDE THE UNITED

5 STATES.

6 So much of section 302 of the Revenue Act of 1926

7 as reads as follows: " The value of the gross estate of the

8 decedent shall be determined by including the value at the

9 time of his death of all property, real or personal, tangible

10 or intangible, wherever situated" is amended to read as

11 follows: " The value of the gross estate of the decedent shall
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be determined by including the value at the time of his death

2 of all property, real or personal, tangible or intangible,

3 wherever situaled, except real property situatd outside tle

4 United States ".

Nmtr.-The umnendlnenit to section 3(02 of the Revenue Act of 1926
made by this we.tion conmists of the addition of a coininia and the words
exceptt real property situated outside the Unied States "'.

5 SEC. 405. ESTATE TAX RATES.

6 (a) The last fourteen para/aplim of section 401(b)

7 of the Revenue Act of .1932 are mndeled to read as follows:

8 $126,000 upon net estates of $1,000,000; and upan

9 net estates in excess of $1,000,000 and not in excess of

10 $1,500,000, 20 per centum in addition of such ecess.

11 $226,000 upon net estates of $1,500,000; and upon

12 net estates in excess of $1,500,000 and not in, excess of

13 $2,000,000, 22 per centum in addition of such excess.

14 $336,000 upon net estates of $2,000,000; and upon

15 net estates in exces.q of $2,000,000 and not in excess of

16 $2,500,000, 25 per centum in addition of such excess.

17 $461,000 upon net estates of $2,500,000; and upon

18 net (states in xtrcess of $2,500,000 and not in excess of

19 $3,000,000, 27 pe, centum in addition of such excess.

20 $596,000 upon net estates of $3,000,000; and upon

21 net estates in ex'cess of $3,000,000 and not in excess of

22 $3,500,000, 30 per centum in addition of such excess.
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1 $746,000 upon net estates of $3,500,000; and upon

2 net estates in excess of $3,500,000 and not in excess of

3 $4,000,000, 32 per centum in addition of such excess.

4 $906,000 upon net estates of $4,000,000; and upon

5 net estates in excess of $4,000,000 and not in excea s of

6 $4,500,000, 35 per centum in addition of such acess.

7 $1,081,000 upon net estates of $4,500,000; and upon

8 net estates in excess of $4,500,000 and not in excess of

9 $5,000,000, 31 per eftu i in addition of -such excess.

10 $1,266,000 upon net estates of $5,000,000; and upon

11 nt estates in excess of $5,000,000 and not in excess of

12 $6,000,000, 40 per centum in addition of such .wcess.

13 $1,666,000 upon net estates of $6,000,000; and upon

14 net estates in excess of $6,000,000 and not in excess, of

15 $7,000,000, 42 pmr centum in addition of such excess.

16 $2,086,000 upon net estates of $7,000,000; and upon

17 net estates in excess of $7,000,000 and not in m.xCe.s of

18 $8,000,000, 44 per centum in addition of such excess.

19 $2,526,000 upon net estates of $8,000,000; and upon

20 net estates in excess of $8,000,000 and not in excess of

21 $9,000,000, 16 per centurn in addition of such excess.

22 $2,986,000 upon net estates of $9,000,000; and upon

23 net estates in excess of $9,000,000 and not in excess of

24 $10,000,000, 48 per centuin in addition ofsuch excess.



225

1 $3,466,000 upon net estates of $10,000,000; and upon

2 net estates in excess of $10,000,000, 50 per centum in addi-

3 tion of such excess.

No.-Section 401(b) of the Revenue Act of 1932 will, after the
above amendment, read as follows:

(b) The tentative tax referred to in subsection (a) (1) of this sec-
tion shall equal the sum of the following percentages of the value of
the net estate:

Upon not estates not in excess of $10 000, 1 per centum.
$100 upon net estates of $10,000; and upon net estates in excess of

$10,000 and. not in excess of $20,000, 2 per centum in addition of such
excess.

$300 upon net estates of $20,000; and upon net estates in excess of
$20,000 and not in excel s of $30,000, 3 per centuin in addition of such
excess. ,

$600 upon net estates of $30,000; and upon net estates in excess of
$30,000 and not in excess of $40,000, 4 per centum in addition of such
excess.

$1,000 upon net estates of $40,000: and upon net estates in excess of
$40,000 and not in excess of $50,000, 5 per centum in addition of such
excess.

$1,600 upon net estates of $50,000; and upon net estates in excess of
$50,000 and not in excess of $100,000, 7 per centum in addition of such
excess.

$5,000 upon net estates of $100,000; and upon net estates in excess of
$100,000 and not in excess of $200,000, 9 per centum in addition of such
excess.

$14,000 upon net estates of $200,000; and upon net estates in excess
of $200,000 and not in excess of $400,000, 11 per centum in addition of
such excess.

$30,000 upon net estates of $400,000; and upon net estates in excess
of $400,000 and not in excess of $600,000, 13 per centun in addition of
such excess.

$62,000 upon net estates of $600,000; and upon net estates in excess
of $600,000 and not in excess of $800,000, 15 per centum in addition of
such excess.

$92,000 upon net estates of $800,000; and upon net estates in excess
of $800,000 and not in excess of $1,000,000, 17 per centum in addition
of such excess.

$126,000 upon net estates of $1,000,000; and upon net estates in
excess of $1,000,000 and not in excess of $1,500,000, 4.9 20 per centum
in addition of such excess.

922IOO $226,000 upon net estates of $1,500,000; and upon net
estates in excess of $1,500,000 and not in excess of $2,000,000, 24 22
per contum in addition of such excess.

P26,00 $336,000 upon net estates of $2,000,000; and upon net
estates in excess of $2,000,000 and not in excess of $2,500,000, 24 £5
per centum in addition of such excess.

$!41,000 $461,000 upon net estates of $2,500,000; and upon net
estates in excess of $2,500,000 and not in excess of $3,000,000, 26 £7
per centum in addition of such excess.

W6669o $596,000 upon net estates of $3,000,000; and upon net
estates in excess of $3,000,000 and not in excess of $3,600,000, 19 80
per centum in addition of such excess.

6;011000 $746,000 upon net estates of $3,50P,000; and upon net
estates in excess of $3,500,000 and not in excess of $4,000,000, 00 32
per centum in addition of such excess.

J. 48873-15
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84,O0W $906,000 upon net estates of $4,000,000; and upon net
estates in excess of $4,000,000 and not in excess of $4,500,000, &-. 35
per centum in addition of such excess.

P'OG4.,OQ $1,081,000 upon net estates of $4,500,000; and upon net
estates in excess of $4,500,000 and not in excess of $5,000,000, &a 37
per centum in addition of such excess.

.1-1--- $1,266,000 upon net estates of $5,000,000; and upon net
estates in excess of $5,000,000 and not in excess of $6,000,000, 86 40
per centum in addition of such excess.

4 $1,666,000 upon net estates of $6,000,000; and upon net
estates in excess of $6,000,000 and not in excess of $7,000,000, &; 42
per centum in addition of such excess.

W AMR aa $2,086,000 upon net estates of $7,000,000; and upon net
estates in excess of $7,000,000 and not in excess of $8,000,000, 80 44
per centum in addition of such excess.

W2,276,00 $2,526,000 upon net estates of $8,000,000; and upon net
estates in excess of $8,000,000 and not in excess of $9,000,000, 4-1 46
per centum in addition of such excess.

W Aga O0G$2,986,000 upon net estates of $9,000,000; and upon net
estates in excess of $9,000,000 and not in excess of $10,000,000, 4& 48
per contum in addition of such excess.

8$46YOO0 $3,466,000 upon net estates of $10,000,000; and upon net
estates in excess of $10,000,000, 46 50 per centum in addition of such
excess.

(b) The amendments made by this section shall be

2 effective only with respect to transfers of estates of decedents

3 dying after the date of the enactment of this Act.

4 SEC. 406. NONDEDUCTIBILITY OF CERTAIN TRANSFERS.

5 Section 303(a)(3) and section 303(b)(3) of the

6 Revenue Act of 1926, as amended, are amended by inserting

7 after "individual ", wherever appearing ther,,in, a comma

8 and the following: "and no substantial part of the activities

9 of which is participation in partisan politics or is carry-

10 ing on propaganda, or otherwise attempting, to influence

11 legislation ".

Norp-Section 303(a) (3) of the Revenue Act of 1926, as amended,
will, after the above amendment, read as follows:

SEC. 303. For the purpose of the tax the value of the net estate shall
be determined-

(a) In the case of a resident, by deducting from the value of the
gross estate-

$ $ $ ° $ $ $
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(8) The amount of all bequests, legacies, devises, or transfers to
or for the use of the United States, any State, Territory, any political
subdivision thereof, or the District of Columbia, for exclusively public
purposes, or to or for the use of any corporation organized and oper-
ated exclusively for religious, charitable, scientific, literary, or educa-
tional purposes, including the encouragement of art and the prevention
of cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private stockholder or individual, and no
substantial part of the actiinties of which is participation in pxrtisan
politias or is carrying on propaganda, or othetrwise attempting, to
influence legislation, or to a trustee or trustees, or a fraternal society,
order, or association operating under the lodge system, but only if such
contributions or gifts are to be used by such trustee or trustees or by
such fraternal society, order, or association, exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the preven-
tion of cruelty to children or animals. If the tax imposed by section
301, or any estate, succession, legacy, or inheritance taxes, are, either
by the terms of the will, by the law of the jurisdiction under which
the estate is administered, ' r by the law of the jurisdiction imposing
the particular tax, payable in whole or in part out of the bequests,
legacies, or dev'ises otherwise deductible inder this paragraph, then
the amount deductible under this paragraph shall be the amount of such
bequests, legacies, or devises reduced by the amount of such taxes. The
amount of the deduction under this paragraph for any transfer shall
not exceed the value of the transferred property required to be included
in the gross estate and

Section 303(b)(8) of the Revenue Act of 1926, as amended, will,
after the above amend ment, read as follows:

(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-

(8) The amount of all bequests, legacies, devises, or transfers to
or for the use of the United States, any State, Territory, any poiiti.
cal subdivision thereof, or the District of Columbia, for exclusively
public purposes, or to or for the use of any domestic corporation
organized and operated exclusively for religious, charitable, scientific,
literary, or educational purposes, including the encouragement of art
and the prevention of cruelty to'children or animals, no part of the
net earnings of which inures to the benefit of any private stockholder
or individual, and no Rub8tantial part of the actvitie8 of which is
participation in partisan politics or is carrying on, propaganda, or
otherwise attempting, to influence lqjislation, or to a trustee or trustees,
or a fraternal society, order, or association operating under the lodge
system, but only if such contributions or gifts are to be used within
the United States by such trustee or trustees, or by such fraternal
society order, or association, exclusively for religious, charitable,
scientiAc, literary, or educational purposes, or for the prevention of
cruelty to children or animals. If the tax imposed by section 301,
or any estate, succession, legacy, or inheritance taxes, are, either by
the terms of the will, by the law of the jurisdiction under which the
estate is administered, or by the law of the jurisdiction imposing the
particular tax, payable in whole or in part out of the bequests, legacies,
or devises otherwise deductible under this paragraph, then the amount
deductible under this paragraph shal be the amount of such bequests,
legacies, or devises reduced by the amount of such taxes. The amount
ofthe deduction under this paragraph for any transfer shall not exceed
the value of the transferred property required to be included in the
gross estate.
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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, section

5 808(a) of the Revenue Act of 1926, section 513(a) of the

6 Revenue Act of 1932, and section 272(a) of the Revenue

7 Act of 1928 and the Revenue Act of 1932 (relating to the

8 period during which a taxpayer may petition the Board of

9 Tax Appeals for redetermination of a deficiency), are

10 amended by striking out "60 days" and inserting in lieu

11 thereof "90 days "; by striking out "not counting Sunday

12 as the sixtieth day" and inserting in lieu thereof "not count-

13 ing Sunday or a legal holiday in the District of Columbia

14 as the ninetieth day "; and by striking out "60-day" and

15 inserting in,lieu thereof "90-day ". The amendments made

16 by this section shall apply only in respect of notices mailed

17 after 30 days after the date of the enactment of this Act.

No .- Section 274(a) of the Revenue Act of 1926, section 308(a)
of the Revenue Act of 196, section 513(a) of the Revenue Act of 193,
and section 272(a) of the Revenue Act of 1928 and the Revenue Act oi
1932 will, after the above amendments, read as follows:

Szc. 274. (a) If in the case of any taxpayer, the Commissioner
determines that there is a deficiency in respect of the tax imposed by
this title, the Commissioner is authorized to send notice of such defi-
ciency to the taxpayer by registered mail. Within 6 days 90 days
after such notice is mailed (mt eotia tih &my as 4he mtieth day
not counting Sunday or a legal holiday in the Isrict of Columbia as the
ninetieh day), the taxpayer may fila a petition with the Board of Tax
Appeas 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
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 6q-day 90-day period, nor, if
a petition has been filed with the Board, until the decision of the Board
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has become final. Notwithstanding the provisions of section 3224 of
the Revised Statutes the making of such assessment or the beginning of
such proceeding or distraint during the time such prohibition is in force
may be enjoined a proceeding in the proper court.

SEC. 308. (a) If the Commissioner determines that there is a de-
ficiency in respect of the tax imposed by this title, the Commissioner
is authorized to send notice of such deficiency to the executor by
registered mail. Within 60 day 90 days after such notice is mailed

of day as Ahe eitehdyitcounting Sunday or a legal
holiday in the District of Columbia a th; ninetieth day), the executor
may file a petition with the Board of Tax Appeals for a redetermina-
tion of the deficiency. Except as otherwise provided in subdivision (d)
or (f) of this section or in section 312 or 1001, no assessment of a defi-
ciency in respect of the tax imposed by this title and no distraint or pro-
ceeding in court for its collection shill be made, begun, or prosecuted
until such notice has been mailed to the executor, nor until the expi-
ration of such 60-day 90-day period, nor, if a petition has been flied
with the Board until the decision of the Board has become final. Not-
withstanding the rovisions of section 3224 of the Revised Statutes
the making of such assessment or the beg of such proceeding or
distraint during the time such prohibition Is in force may be enjoined
by a proceeding in the proper court.
SEC. 51L ASSESSMENT AND COLLECTION OF DEFICIENCIES.

(a) PETITION TO BOARD or TAx APPEALS.-If 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 de donor by registered mail. Within 60 d 90 day. after such

notice is mailed (itig as fh eimieth da not counting
Sunday or a legal holiday in the Diric qf Columbia as thninetith day),
the donor may file a petition with the Board of Tax Appeals for a rede-
termination of the deficiency. No assessment of a deficiency in respect
of the tax impoed by this title and no distraint or proceeding in court
for its collecton shall be made, begun, or prosecuted until such notice
has been mailed to the donor, nor until the expiration of such
90-day period, nor, if a petition has been filed with the Board, until the
decision of the Board has become final. Notwithstanding the provisions
of section 3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in the proper
court.

For exceptions to the restrictions imposed by this subsection see-
(1) Subsection (d) of this section, relating to waivers by the

donor;
(2) Subsection (f) of this section, relating to notifications of

mathematical erors appearing upon the face of the return;
(3) Section 514, relating to jeopardy assessments;
(4) Section 516, relating to bankruptcy and receiverships; and
(5) Section 1001 of the Revenue Act of 1926, as amended,

relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

(Revenue Act of 1928) SEC. 272. PROCEDURE IN GENERAL.
(a) Petition to Board of Tax Appeals,-If in the case of any taxr

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
69 day 90 days after such notice is mailed (,et etianltg W&H-dA, a the
sieieth "ay not countingi Sunday or a legal holiday in the District oJ
Columbia as the ninetieth day), the taxpayer may file a petition with the
Board of Tax Appeals for a redetermination of the deficiency. No
assessment of a deficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its collection shall be made, tegun,
or prosecuted until such notice has been mailed to the taxpayer, nor
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until the expiration of such 60-de D-day period, nor, if a petition has
been filed with the Board until the decision of the Board ha become
final. Notwithstanding tue provisions of section 3224 of the Revised
Statutes the making of such assessment or the be g of such pro-
ceeding or distraint during the time such prohibition i ir 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 hy the

taxpayer;
(2) Subsection (f) of this section, relating to notifications of

mathematical errors appearing upon the face of the return;
(3) Section 273, re atng to jeopardy assessments;
4) Section 274, relating to bankruptcy and receiverships; and
5) Section 1001 of the Revenue Act of 1926, as amended,

relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

(Revenue Act of 1932) SEC. 272. PROCEDURE IN GENERAL
(a) PETITION TO BOARD or TAx APPEALS.-If in the case of any

taxpayer, the Commissioner determines that there is a deficiency in
respect of the tax imposed by this title, the Commissioner is author-
ized to send notice of such deficiency to the taxpayer by registered
mail. Within 60 deys 90 days after such notice is mailed (V eetitig

as bhe i day not counting Sunday or a legal holiday in the
Dietric oJ Columbia as the ninetieth day), the taxpayer may file apetition
with the Board of Tax Appeals for a redetermination of the deficiency.
No assessment of 'a deficiency in respect of the tax imposed by this
title and no distraint or proceeding in court for its collection shall be
made, begun, or prosecuted until such notice has b6en mailed to the
taxpayer, nor until the expiration of such day 90-day period, nor, if
a petition has been filed with the Board, until the decision of the Board
has become final. Notwithstanding the provisions of section 3224
of the Revised Statutes the making of such assessment or the beginning
of such proceeding or distraint during the time such prohibition is in
force may be enjoined by a proceeding in the proper court.

For exceptions to tie restrictions imposed by this subsection see-
(1) Subsection (d) of this section, relating to waivers by the

taxpayer-
(2) 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 amended, relat-

in to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

1 SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

2 (a) 'Section 610 of the Revenue Act of 1928 is amended

3 by ,adding at the end thereof a new subsection to read as

4 follows:

6 "(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



231

of the refund was induced by fraud or the misrepresentation

2 of a material fact."

3 (b) The amendment made by subsection (a) of this

4 section shall not apply to any suit which was barred on the

5 date of the enactment of this Act.

NoTz.--Section 610 of the Revenue Act of 1928 will, after the addi-
tion of the new subsection, read as follows:

SEC. 610. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.
(a) Any portion of an internal-revenue tax (or any interest, pen

alty, additional amount, or addition to such tex) refund of which
is erroneously made, within the meaning of section 608, after the
enactment of this Act, may be recovered by suit brought in the name
of the United States, but only if such suit is begun within two years
after the making of such refund.

(b) Any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) which has been
erroneously refunded (if such refund would not be considered as
erroneous under section 608) may be recovered by suit brought in the
name of the United States, but only if such suit is begun before the
expiration of two years alter the making of such refund or before
May 1,1928, whichever date is later.

(o) Despite the provision. of subsection8 (a) and (b) such suit may
be brought at any time within five years from the making of the refund
if it appears that any part of the refund was induced by fraud or the
mirepresentation of a material faot.

6 SEC. 503. STATUTE OF LIMITATIONS ON SUITS FOR REFUND.

7 Section 608(b)(2) of the Revenue Act of 1928 is

8 amended by adding at the end thereof a new sentence to read

9 as follows: "If such agreement has been entered into, the

10 running of such statute of limitations shall be suspended in

1 ! accordance with the terms of the agreement."

NoTm-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, shali 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
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made aftsr the expiration of he 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

ale 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 euoh agree-
ment has been entered into the rmning of 5uw/i ta ue of linitatione
8halZ be supended in accordance with the tet'ns of the agreement.

I SEC. 504. OVERPAYMENTS FOUND BY THE BOARD OF TAX

2 APPEALS.

3 (a) The last sentence of section 322(d) of the Revenue

4 Act of 1932 and of the Revenue Act of 1928 are amended to

5 read as follows: "No such credit or refund shall be made of

6 any portion of the tax unless the Board determines as part

7 of its decision that it was paid within two years before

8 the filing of the claim or the filing of the petition, whichever

9 is earlier."

NoTI.-Se~tion 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 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 tne.s LAM Board determine as part of its
decision tat It was paid inete thea within two years before the filing of
the claim or the filing of the petition, whichever is earlier.

10 (b) The laat sentence of section 528(d) of the Revenue

I I Act of 1932 is amenued to read as follows: "No such credit

12 or refund shall be made of any portion c! the tax uidew the

13 Board determines as part of its decision that it was paid

14 within three years before the fling of the claim or the filing

15 of the pvttiu, whichever is earlier."
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Nom-Section 528 (d) of the Revenue Act of 1932 will, after the
above amendment, read as follows:

S (d) OvERPAYMENT FOUND BY Bo..Aw.--If the Board finds that
there is no deficiency find further finds that the taxpayer has made
an ove ayment of tax in respect of the taxable year in respect ofw hicht0 auomn*as'onor determined the deficiency, the Board shall
have jurisdiction to determine the amount of such overpayment, and
such amouut shall, when the decision of the Board has become final
be credited or refunded to the taxpayer. No such credit or refund
shall be made of any portion of the tax unless the Board determines as
parlqf its dkc honthat it was paid ai.4hm within three years before (
the filing of the claim or the filing of the petition, whichever is earlier.

I (c) The last sentence of section 284(e) of the Revenue

2 Act of 1926, as amended, is amended to read as follows:

3 "Unless the Board determines as part of its decision that

4 the claim for credit or refund, or the petition, was filed

5 within the time prescribed in subdivision (g) for filing

6 aims, no such credit or refund shall be made of any por-

7 tion of the tax unless the Board determines as part of its

8 decision 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."

NoTE.-Section 284 (e) of the Revenue Act 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 aftount shall, when the decision of the
Board has become final, be credited or refunded to the taxpayer as
provided in subdivision (a). flwo eeim rem& o efune d r 4k
vetien W" fised within the 6mttie p ae e dereisi efg t e t6 ili

I ed M th Fe ears in the ee of te Lgpsm I-Clio til*

1 ,t~ wheh~e ee is wier Unless the Board determines as part
of it8s decision that the claim fi credit or refund, or the petition, Was
filed within the time prescribed in subdivisin (g) for filing daim., no
such credit or refund shall be made Qf any portion of the "ta unless the
Board determins as part of its decision that it tma paid within four years
(or, in tlw case of a ta imposed by this title, within threa years) before te

filing of the claim or the fdng of the petition, whidceeer is earlier.
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I (d) The last sentence of section 319(c) of the Revenue

2 Act of 1926, as amended, is amended to read pi 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 was paid within four years (or in the case of a tax imposed

6 by this title, within three years) before the filing of the claim

7 or the fling of the petition, whichever is earlier."

NoTE.-SeCtion 319 (c) of the Revenue Act of 1926, asamended,
wijl, after th above amendment, read as follows:

(c) 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
Statute, as amended. No such refund shall be made of any portion of
the tax M a meW e 46ot unl8 the Board determines as part of its decision
that it was paid within four years (or, in the case of a tax imposed by this
title, tae thsw within three years) before the filing of the claim or the
filing of the petition, whichever is earlier.

8 (e) The amendments made by subsections (a), (b),

9 (c), and (d) of this section shall have no effect in the case

10 of any proceeding before the Board on a petition if any

11 hearing by the Board thereon has been held prior to 30

12 days after the date of the enactment of this Act.

13 SEC. 505. BANKRUPTCY AND RECEIVERSHIPS.

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 Commissiner of the adjudi-

20 cation of bankruptcy or the appointment of the receiver, and

T IV
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1 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 30 days after the date upon which the

5' notice from the trustee or receiver is received by the Com-

6 missioner; but the suspexion under this sentence shall in no

7 case be for a period in excess of two years."

Noii.-Section 274(a) of the Revenue Act of 1932 and the Revenue
Act of 1928 will, after the above insertion read as follows:

(a) IMMEmDTE AmssmENT.-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 orthe 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
assessuients be immediately assessed if such deficiency has not theretofore
been assessed in accordance with law. In such cases the trustee in bank.
ruptcy or receiver shall give notice in writing to the Commissioner of
the adjudication of badnrwpto, or the appointment of Me receiwr, and
the running of the statute of limitations on the mkiPn. of a8sesme
shall be suspended for the period from the date of adjudication in bank-

ptcy or the appoint of the receiver to a date 30 days after the
date upon which the notice from the trustee or receiver is received by
the omnWsioner; but the suspension under this senence shall in no
case 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:

Szc. 282. (a) Upon the adjudication of bankruptcy of any tax-
payer in any bankruptcy proceeding or the appointment of a receiver
for any taxpayer in any receivership proceeding before any court of the
United Stats 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-
sioner in respect of a tax imposed by this title upon such taxpayer
shall despite the provisions of subdivision (a) of section 274, be imme-
diately assessed if such deficiency has not theretofore been assessed in
accordance with law. In such cases the trustee in bankruptcy or
receiver shall give notice in writing to the Commissioner of the adjudi-
cation of bankrptcy or the appointment of the receiver, and the run-
ning of the statute of limitations on the making of assessments sfhall be
suspended for the period from the date of adpidication in bankruptay
or the appointinent of the receiver to a date 30 days after the date upon
which the notice f.,rm the trustee or receiver i. received by the (Jommni-



286

eiotr ,.but the suspension uder thi. sentence shal in no oae be for a
periodin excess of two years. Claim for the deficiency and such inter-
es additional amounts and additions to the tax maybe presented, for
adjudication in accordance with law, to the court before which the
bankrupty 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.

I (b) The amendments made by subsection (a) shall not

2 apply in any case in which the adjudication has occurred,

.. 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 (a) of the Revenue Act of 1926. as

7 amended, is amended to read as follows:

8 "(a) The Secretary, or the Commissioner with the

9 approval of the Secretary, may inescribe the extent, if any,

10 to which any ruling, regulation, or Treasury Decision,

11 relating to the internal revenue laws, shall be applied without

12 retroactive effect."

NoTz.--Section 1108(a) of the Revenue Act of 1926, as amended,
which is amended by this section, reads as follows:

SEC. 1108. (a) In case a regulation or Treasury decision relating
to the internal-revenue laws is amended by a subsequent regulation or
Treasury decision made by the Secretary or by the Cormmissioner with
the approval of ie Secretary, such subsequent regulation or Treasury
decision may, with the approval of the Secretary, be applied without
retroactive effect.

13 SEC. 507. EXAMINATION OF BOOKS AND WITNESSES.

14 The CommI&iner, for the purpose of determining the

15 liability at law or in equity of a transferee of the property

16 of any person with respect to any Federal taxes imposed

17 upon such person, is hereby authorized, by any officer or
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1 employee of the Bureau of Internal Revenue, including iMe

2 field service, designated by him for that purpose, to examine

8 any book, papers, records, or memoranda bearing upon

4 such liability, and may require the attendance of the trans-

5 feror or transferee, or of any officer or employee of such

6 person, or the attendance of any other person having knowl-

7 edge in the premises, and may take his testimony with

8 reference to the matter, with power to administer oatits to

9 su person or persons.

10 St C. 08. SAL OF PERSONAL PROPERTY UNDER DISTRAINT.

11 Section 3192 of the Revised Statutes is amended to

12 read as follows:

18 "Smc. 3192. Whes my advetise fw alo

14 eofka ie k " -,eeeeh

15 the "a ho. twt4 been pttid aiid the aeW4 fWt ON&0

18 ps y ie f" to emm4eM of te W4 w"h, eeetei'

17 may -e-ome i *ibtdStat e foa a

18 a m e tw 6* %e NdW& k aU- AS HL

19 ehaed may he 06ld by the eolleeot'e mgmR.I.Muem

20 fe mjy be jM*eeei4e by the ; o I itf

21 Reiveme Whea elleeteo p retde 4othe etfis ioer a

22 distiaet weemit of allU a~e iltetwifed i ~i seek s and7

23 inee o s6Allpdyi 4" the thle~

24 if any then be aht* defrim'I4gn aul laflehgstd

25 few. *When any persono property is advertised for sale
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1' under distraint as aforesaid, the officer making the seizure

2 shall proceed to sell such property at a public auction,

8 offering the same at a minimum price, including the expenses

4 of making the levy and of advertising the sale, and if the

5 amount bid for such property at the sale is not equal to the

6 minimum price so fixed, the officer conducting the sale may

7 declare the same to be purchased by him for the United States.

8 The propcity so purchased may be sold by the collector within

9 whose district the sale was made under such re gulations as

10 may be pre1 cribd by the Comw;,siwer of Internal Revenue,

II with the approvalal of th1, Sce reiorg of the Treuoary. The

1 2 collector shall rend , to oiW ('om,:.;,5ioner a (II.Slinct account

13 of all charges inacur,r l in such ules, and, it case of resale,

I s hall pay into the Trcasury the pro(.,eds a. provided in

1.5 section 3210 of the Reit.d Statutes, as a licIded."

I SEC. 509. I)ISCHARG, 01' LIk,'M.

t7 Section 31ii(c) o/ the Revised a'tLL , os amended

3 is ameio., d by ah.ling at ine end thereof ile followivng new

19 parayaph.

20 "(4) Mo:q issUc a'z ceriificaie of discharge of any part

21 of the property ,abject to the lien if there is paid over to

22 the collector in pait satisfaction of the liability in respect of

23 such tax alt amount determniod lnj the Commissioner, which

24 shall not be less than the value, as determined by him, of the

25 interest of the United States in the part to be so discharged.
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1 In determining such value the Commissioner shall give con-

2 sideration to the fair market value of the part to be so dis-

3 charged and to such liens thereon as have priority to the lien

4 of the United Stata,."

No.-Section 3186(c) of the Revised Statutes will, after the above
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 togetther with all interest
in respect thereof, within the time prescribedby law (including any
extelision of such 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
market value of that part of such property remaining subject to the
lien is at least double the amount of the liability remaining unsatisfied
in respect of such tax and the amount of all prior liens upon such
properAy

P 4ro M3ay issue a certificate of discharge of any part of the property

subject to the lien if there is paid over to the collector in part satisfac-
tian of the liability in respect of such tax an amount detennined by the
Commissioner, which shall not be le8s than the vahe, as determined by
him of the interest of the United States in the part to be so discharged.
In a etermining such value the Cotnnissioner shall give consideration to
the fair market i.alue of the part to be 8o discharged antl to such liens
thereon as have priority to the lien of the United States.

5 SEC. 510. JEOPARDY ASSESSMENTS.

6 Section 1105 of the Revenue Act of 1932 is amended

7 to read as follows:

8 "SEC. 1105. JEOPARDY ASSESSMENT.

9 " -(t 4 the Gow-isiee finde tw i ift efor

10 ta* -(o%%e'V,,., thf, iee- ede* mey 0 9 Of e ie-

11 e te vi* ite laws deeigee qtte todet* from~ the Un*ite

12 Staof ~ to rcittove his fperti'y thereiem- et to eeeeeJ

18 hkBVo i rpryo o4 it te 6t~
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4 to L-,iA or to-- W2-, mWtthB t"-

7 tod t aw a& Me

9 amy 6 e g aiy ta6 wede* the i:*tei*ls," o e'it.ee

12( ~i 1 the Comm .eisie elive ba the cetioni-
168 &~~epi*t te ien (+i tte w i de it pifeit

16an "(a) if Pth &B Comr ioe bievc t the ollecio

17 of any tax (other than income tax, eat tax, and ft

18 tax) under any provision of the internal-revenue laws will
19 be jeopardized by delay, he shall, whether or not the time

20 otherwise presc'bed by law for making return anm paying

21 such tax has expired, immediately assess such tax (together

22 wih all intehret and penalties the assesmrwnt of whic is

23 provided for by law). uceh tax, penalties, and interit shall

24 thereupoa bhaexr immediately due an payable,, and "m-

25 mediate notice and demand shall be made by the co lloor ,fqr
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1 the payment thereof. Upon failure or refusal to pay such

2 tax, penalty, and interest, collection thereof by distraint shall

8 be lawful without regard to the period presoribed in section

4 3187 of the Revised Statutes, as amended.

5 "(b) The collection of the whole or any part of the

6 amount of such assew-mreut may be stayed by filing with the

7 collector a bond in such amount, not exceeding double the

8 amount as to which the stay is desired, and with such suretie4,

9 as the collector deems necessary, condiioned upon the iia?-

10 ment of the amount collection of which is stayed, at the

11 time at which, but for this section, such amount would be

12 due."

13 SEC. 511. GIFTS OF PROPERTY SUBJECT TO POWER.

14 Subsection (c) of section 501 of the Revenue Act of

15 1932 (relating to the inapplicability of gift tax in the case

1.6 of the transfer of property in trust subject to the power of

17 the donor to revest title in himself) is repealed.

NOT.-Section 501 (c) of the Revenue Act of 1932, repealed by the
above provision, reads as follows:

44Te4*ii 969t4 AL=A 4e 0 4iraetoe of prep@wy iat 4FWApj
wbte 4he po* 40 PewOe6 i Qe dote 41410 4. sueb pepef4y is yeew*

moM ndveeae e e . 4n, ,, a e -g-e4 -e-.

(@te 4 b tM eiter'eiby4Jiedefetseierem4be gft 4

18 SEC. 512. GENERAL COUNSEL FOR THE TREASURY.

19 (a) There is hereby created in the Department of t4e

20 Treasury the office of General Counsel for the, Department.

J. 48873-16
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I of the Treasury (hereinafter in this section referred to as

2 the "General Counsel"). The General Counsel shall be

3 appointed by the President, by and with the advice and

4 consent of the Senate, and shall receive compensation at

5 the rate of $10,000 per annum. The General Counsel shall

6 be the chief law officer of the Department, and shall perform

7 such duties in respect of the legal activities thereof as may

8 be prescribed by the Secretary or required by law. The

9 Secretary may appoint and fix the duties of such officers

10 and employees as he may deem necessary to assist the Geh-

11 eral Counsel in the performance of his duties. The Presi-

12 dent is authorized to appoint, by and with the advice and

13 consent of the Senate, not to exceed six Assistant General

14 Counsel and to fix their compensation at rates not in excess

15 of $10,000 per annum. The Secretary may designate one

16 of such Assistant General Counsel to act as the General

17 Counsel during the absence of the General Counsel. The

18 General Counsel, with the approval of the Secretary, is

19 authorized to delegate to any Assistant General Counsel

20 any authority, duty, or function which the General Counsel

21 is authorized or required to exercise or perform. The rate

22 of compensation of any person appointed under the pro-

23 vis'o of this subsection shall be subject to the reduction

24 applicable to officers and employees of the Federal Govern-

25 ment generally.
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1 (b) The offices of General Counsel for the Bureau

2 of Internal Revenue, Assistant General Counsel for the

3 Bureau of Internal Revenue, Solicitor of the Treasury,

4 and Assistant Solicitor of the Treasury are hereby abolished.

5 The powers, duties, and functions of such offices are hereby

6 transferred to the General Counsel. This subsection shall

7 take effect when the General Counsel first appointed under

8 subsection (a) qualifies and takes office.

9 (c) Nothing in this section shall be construed to affect

10 the duties, powers, or functions imposed upon, or vested in,

11 the Department of Justice, or any officer thereof, by existing

12 law.

13 SEC. 513. ASSISTANTS IN THE TREASURY.

14 The President is authorized to appoint, by and with

15 the advice and consent of the Senate, five assistants to the

16 Secretary of the Treasury and to fix their compensation

17 at rates not to exceed $10,000 per annum, but the rates so

18 fixed shall be subject to the reduction applicable to officers

19 and employees of the Federal Government generally. The

20 Secretary is authorized to delegate to such assistants any

21 authority, duty, or function which he is authorized or required

22 to exercise or perform. Whenever the President dedares

23 by Executive order that the emergency requirin9 the appoint-

24 menm under this section has ceased to exist, the persons ap-



Pointed uder thi section shall cease to hold offic under

this section, and the power of the President under this section
3 shll terminate.

4 SEC. 514. POSTAL RATES.

5 Section 1001(a), as amended, of the Revenue Act

6 of 1932, and section 2 of the Act entitled "An Act to extend

7 the gasoline tax for one year, to modify postage rates on

8 mail matter, and for other purposes ", approved June 16,

.9 1933, are amended by striking out "1934" wherever such

10 date appears and inserting in lieu thereof "1935 ".

NoT.--Sectioa 1001 (a), as amended, of the Revenue Act of 1932
will, after the above amendment, read as follows:
SEC. 1001. POSTAL RATES.

(a) On and after the thirtieth day after the date of the enactment
of this Act and until July 1, 4M 1935, the rate of postage on all mail
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
postage under existinglaw 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, That such additional rate shall not
apply on or after July 1, 1933, to first-class matter mailed for localdelivery.

Section 2 of the Act er:titled "An Act to extend the gasoline tax
for one year, to modify postage rates on mail matter, and for other
pu0os", approved June 16, 1933, will, after the above amendment,

as asollows:
SEc. 2. The President is authorized during the period ending June

30, 4084 1935, 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 interest oi the public or the needs of the Postal Service and such
modifications shall be in effect on and after such date as he shall proclaim
ad uutil July 1, 4M 1935. 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 percentage of gross postal receipts
spcified in section 1001(c) of the RevenueAct of 1932 as amended by
thi Act, which percentages shall be in effect during the period such
modification of the rate of postage on first-class matter is in effect.
Nothing in this section shall be construed as giving the President author-
ity to change the rate fixed by law on first-clams matter mailed for local
delivery, postal cards, sad private mailing or pot card&
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1 SEC. 515. COMMISSIONER AS PARTY TO SUIT.

2 Section 907 of the Revenue Act of 1924, as attended,

3 is amended by adding at the end thereof a new subdivision

4 to read as follows:

5 "(g) Petitions filed after the enactme t of the Revenue

6 Act of 1934 with the Board hall be entitled 'In re', fol-

7 lowed by the name of the petitioner, and the proceedings

8 shall thereafter be so entitled in any appellate court review-

9 ing the action of the Board. When the incumbent of the

10 office of Comm issianwr of Internal Revenue changes, no sub-

11 stitution of the name of his successor shall be required in

12 proceedings pending before any such court."

Nm r.-Section 907 of the Revenue Act, of 1924, as amended, will,
after the above amendment, read as follows:

SEC. 907. (a) Notice and opportunity to be heard upon any proceed-
ing instituted before the Board shall be given to the taxpayer and the
Commissioner, and a report upon the proceeding and a decision thereon
shall be made as quick y as practicable. The decision shall be made
by a member in accordance with the report of the Board, and such
decision so made shall, when entered, be the decision of the Board.
If an opportunity to be heard upon the proceeding is given before a
division of the Board, neither the taxpayer nor the Commissioner
shall be entitled to notice and opportunity to be heard before the
Board upon review, except upon a specific order of the chairman. Her-
ings before the Board and its divisions shall be open to the public, and
the testimony, and, if the Board so requires, the argument shall be
btenographically reporte. The Board is authorized to c6ntract (by t-
newalof contract or otherwise) for the reporting of such hearings, and
in such contract to fix the terms and conditions under which trauscripts
will be supplied by the contractor to the Board and to other persons and
agencies. The proceedings of the Board and its divisions shall be con-
ducted in accordance with such rules of practice and procedure (other
than rules of evidence)'as the Board may prescribe and in accordance
with the rules of evidence applicable in courts of equity of the District
of Columbia. In any proceeding involving the imse whether the peti.
tioner has been guilty' of fraud with intent to evade tax, whete no hear-
ing has been held before the enactment of the Revenue Act of 1928, the
burderi of proof in respect of such issue shall be upon the Commissioner.
The mailing by registered mail of any pleading, decision, order, notice,
or process in respect of proceedings before the Board hall be held suli.
ient service of such pleading, decision, order, notice, or procem,
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(b) It shall' be the duty of the' Board and of each division to
include in its report upon any proceeding its findings of fact or opinion
or memorandum opinion. The Board shall report in writing all its
findings of fact, opinions and memorandum opinions.
. (c) All reports of the Board and all evidence received by the
Board and its divisions, including a transcript of the stenographic
report of the hearings, shall be public records open to the inspection
of the public; except that after the decision of the Board in any
proceeding has become final the Board may, upon motion of the
taxpayer or the Commissioner, permit the withdrawal by the party
entitled thereto of originals of books, documents, and records, and
of models, diagrams, and other exhibits, introduced in evidence before
the Board or any division; or the Board may, on its own motion, make
such other disposition thereof as it deems advisable.

(d) The Board shall provide for the publication of its reports
at the Government Printing Office in such form and manner as may be
best adapted for public information and use, and such authorized
publication shall be competent evidence of the reports of the Board
therein contained in all courts of the United States and of the several
States without any further proof or authentication thereof. Such
reports shall be subject to sale in the same manner and upon the same
terms as other public documents.

(e) The principal office of the Board shall be in the District of
Columbia, but the Board or any of its divisions may sit at any place
within the United States. The times and places of the meetings of
the Board and of its divisions shall be prescribed by the chairman
with a view to securing reasonable opportunity to taxpayers to appear
before the Board or any of its divisions, with as little inconvenience
and expense to taxpayers as is practicable.

(f)The Secretary of the Treasury shall provide the Board with
suitable rooms in courthouses or other buildings when necessary for
hearings by the Board, or any division thereof, outside the District of
Columbia.

(g) Petitions flleJ after the enactment of the Revenue Act of
194 With the Board hall be entitled "In re " followed by the name
of the petitioner, and the proceedings Nhall thereafter be so entitled
in any appellate court reviewing the action of the Board. When the
ihwumbent of the offer of (ommissioner of Internal Revenue changes,
no oubotitution of the name of his euccesor shall be required in proceed.
ings pending before any such court.

I SEC. 516. NONDEDUCTIBILITY OF CERTAIN GIFTS.

2 (a) Section 505(a) (2) (B) and section 505(b) (2)

3 of the Revenue Act of 1932 are amended by inserting after

4 "individual" a comma and the following: "and no sub-

5 stantial part of the activities of which is participation in

6 partisan politics or is carrying on propaganda, or otherwise

7 attemptingr to influence leoatiaqi ",
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?Nio.---Section 505 (a) (2) (B) of the Revenue Act of 1982 will,
after the above amendment, read as follows:
SEC. 505. DEDUCTIONS.

In computing net gifts for any calendar year there shall be allowed
as deductions:

(a) RESm NTs.-In the case of a citizen or resident-

(2) CHARITABL, PM., our's.-The amount of all gifts made during
such year to or for the use of-

* $ * $ * $ $

(B) a corporation, or trust, or community chest, fund, or founda-
tion, organized and operated exclusively for religious, charitable, scien-
tific, literary, or educational purposes, including the encouragement of
art and the prevention of cruelty to children or animals; no part of the
net earnings of which inures to the benefit of any private shareholder
or individual, and no subtantial part of the activities of which is par-
tidipation in partisan politics or is carrying on propaganda, or otherwise
attempting, to influence legislation;

Section 505(b) (2) of the Revenue Act of 1932 will, after the above
amendment, read as follows:

(b) NONREsiDE$ s.-In the case of a nonresident not a citizen of the
United States, the amount of all gifts made during such year to or for
the use of-

(2) a domestic corporation organized and operated exclusively for
religious, charitable, scientific, literary, or educational purposes, includ-
ing the encouragement of art and the prevention of cruelty to children
or animals; no part of the net earnings of which inures to the benefit
of any private shareholder or individual, and no sub8tantial part of the
activities oj 'which is partiipation in partisan pclitivs or is carrying on
propaganda, or otherwise attempting, to influen legislation;

(b) Section 505(b) (3) of the Revenue Act of 1932

2 is amended by inserting after "animals" a comma and the

3 following: "no substantial part of the activities of which

4 is participation in partisan politics or is carrying on propa-

5 ganda, or otherwise attempting, to influence legislation ".

Nor.--Section 505(b) (3) of the Revenue Act of 1932 will, after
the above amendment, read as follows:

(8) a trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific literary, or
educational purposes, including the encouragement of art ana the preven-
tion of cruelty to children or animals, no substantial part ot the aotivilias
of which is participation in partisan politics or is cerryang on propa-
ganda, or otherwise attempting, to influwno legislation; but only if such
gifts are to be used within the United States exclusively for such
purposes;
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7 TITLE I V-EXCISE TAXES

8 SEC. 601. TERMINATION OF SOFT DRINK TAX.

9 No tax shall be -imposed under section 615 of the

10 Revenue Act of 19312 on the sale or use of any article if

11 such sale or use takes place after the date of the enactment

12 of this Act.

NoTU-Section 015 of the Revenue Act of 1932 reads as follows:
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skt 'f 4he eth e een ie them.
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1 SEC. 602, TAX ON CERTAIN OILS.
2 (a ) There is hereby imposed ufo the first domestic

• processing of coconut oil, or sesame 4il, or palm oil, or palm

4 kernel ot, or sunflower oil, or imported whale oil, or i-

5 .ported fish oil, or imported marine-animal oil,. or of combi-

6nations of such oils or of mixtures containing substantial

S *an"ies of"anyoneormoreofsuchoils, ata of cents

8 er each pound thereof processed, which shall be. paid by

9 the ple a. For the purposes of this section, the term

0 "first domestic procebyzn i" means the first use in the United
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1 States, in the manufacture or production of an article in-

2 tended for sale, of the article with respect to which the tax

3 is imposed, but does not include the use of palm oil in the

4 manufacture of tin plate.

5 (b) Each processor required to pay the tax imposed by

6 his section shall make monthly returns under oath in dupli-

7 cate and pay the tax to the collector of internal revenue for

8 the district in which is located his principal place of business,

9 or if he has no principal place of business in the United

10 States, then to the collector of internal revenue at Balti-

11 more, Maryband. Such returns shall contain such infor-

12 mation and be made at such times and in such manner as the

13 CommtAioner of Internal Revenue, with the approval of the

14 Secretary of the Treasury, may by regulations prescribe.

15 The tax shall, without assessment by the Commissioner or

16 notice from the collector, be due and payable to the collector

17 at the time so fixed for filing the return. If the tax is not

18 paid when due, there shall be added as part of the tax interest

19 at the rate of 1 per centum per month from the time the

20 tax became due until paid.

21 (o) Subject to such rules and regulations as the Coin-

22 missioner, with the approval of the Secretary, may prescribe,

23 any person who has sold to a State, or political subdivision

24 thereof, for use in the exercise of an essential governmental

25 function any article containing any such oil, combination,
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1 or mixture, upon the processng of which a tax has bee*n

2 paid under this section shall be entitled to a credit or refund

3 of the tax paid with respect to the quantity of such oil, com-

4 bination, or mixture contained in such article.

5 (d) Upon the exportation to any foreign country or

6 to a possession of the United States of any article wholly

7 or in chief value of an article with respect to the processing

8 of which a tax has been paid under this section, the ex-

9 porter thereof shall be entitled to a refund of the amount

10 of such tax. Upon the giving of bond satisfactory to the

11 Secretary for faithful observance of the provision of this

12 section requiring the payment of taxes, any person shall

13 be entitled, without payment of the tax, to process for such

14 exportation any article with respect to which a tax is im-

15 posed by this section.

16 (e) If (1) any person has, prior to January 26,

17 1934, made a bona ide contract for the sale on or after

18 the effective date of this section of any article wholly or

19 in chief value of an article with respect to which a tax is im-

20 posed by this section or of any article with respect to which a

21 tax is imposed by this subsection, and if (2) such contract

22 does not permit the addition to the amount to be paid

23 thereunder of the whole of such tax, then (unless the

24 contract expressly prohibits such addition) the vendee

25 &W pay 8o much of W $a a i8 not permitted to be
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I added to the contract price. Taes 1tyable by the. vendee

2 shall be paid to the vendor at the time the sale is con-

8 summated and shall be returned and paid to the United

4 Staes by the vendor in the same manner as other taxes

5 under this section. In case of failure or refusal by the

6 vendee to pay such tam to the vendor, the vendor shall

7 report the facts to the Commissioner, who shall cause col-

8 election of such takes to be made from the vendee.

9 (f) All prI of law (including penalties) appli-

10 cable in respect of tam imposed by section 600 of the Revenue

11 Act of 1926 shall, insofar as applicable and not inconsistent

12 with this section, be applicable in respect of the taxes imposed

13 by this section.

14 (g) All collections under this section shall, notatIA-

15 standing any other provisions of law, be covered into

16 the general fund of the Treasury of the United States.

17 SEC. 603. TAXMS ON LUBRICATING OIL AND GASOLINE.

18 (a) Section 601(c) (1) of the Rewue Act of 1932,
19 as amend is amended by adding after the first sntenc

20 thereof the following: "Every person liable for tax under

21 this paragraph shall renter and fle bond as provided in

22 section 617, as amwnded."

Nom--Section 601(c) (1) of the Revenue Act of 1932, as amended,
will, after the above amendment, read as follows:

(c) There is hereby imposed upon the following articles sold in
the United States by the mnufactrr or producer, or impmrd iutq

. 4
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the United States, a tax at the rates hereirafter set forth, to be paid
by the manufacturer, producer, or importer:

(1) Lubricating oils, 4 cents a gallon; but the tax on the articles
decrlbed in this parag aph shall not aply with respect to the
importation of such articles Every person l we for tao under tMis
p hall register and )e bond a- provided in section 617, as

Under regulations prescribed by the Commissioner with the
-approval of the Secretary no tax shall be imposed under this section
upon lubricating oils sold toa manufacturer or producer of lubri-
cating oils for resale by him, but for the purpom of this title such
vendee shall be considered the manufacturer or producer of such
lubricating oils.

1 (b) Sections 617(a) and (b) of the Revenue Act of

2 1932, as amended, are amended to read as follows:

8 "(a) There is hereby imposed on gasoline sold

4 by the producer or importer thereof, or by any producer

5 of gasoline, a tax of .1 cent a gallon, except that under

6 regulaliwis prescribed by the Cons,,,tisier with the

7 approval of the Secretary the tax shall not apply in the

8 case of sales to a producer of gasoline.

9 '"(b) If a producer or importer uses (otherwise

10 than in the production of gasoline) gasoline sold to him

11 free of tax, or produced or imported by him, such um

12 shall for the purposes of this title be considered a sale.

13 Any person to whom gasoline is sold tax-free under this

14 section on or after the elective date of the Revenue Act

15 of 1932 shall be considered the producer of such

16 gasoline."

Nnx-Section 617(a) and (b) of the Reveanu Act of 1932, an
handed, will, after the ove amendait, read as lfllows:

(a) There is hmeby imposel on psoline sold by the prodwcer or
importer hw the ref or by a any producer of gasoline, a tax of 1
cent a gaIllon, except that under regulatious precibed by the Com-
misioner with the approval of the Se etry the tax 9W not apply in
the a at es to a prodwe of gasoline.
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(b) If a producer or importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax or produced or im-
ported by him, such use shall for the purposes of this title be considered

sa e. Any person to whmn gaohins it old tax-free under this section
an or after the efee date of 974 Be dnw dAc 19fl becoride
the producer of &uch ga oline.

I (c) Effective on the flrst day of thefirst calendar month

2 after the enactment of this Act, section 617(6) (2) of the

3 Revenue Act of 1932, as amended, is further amended to

4 read as follows:

5 "(2) the term gasoline means (A) all products

6 commonly or commercially known or sold as gaso-

7 line (including casinghead and natural gasoline),

8 benzol, benzene, or naphtha, regardless of their clsi-

9 fications or ues,; and (B) any other liquid of a kind

10 prepared, advertised, offered for sale or sold for use as,

Ul or used as, a fuel for the propulsion of motor vehicles,

12 motor boats, or airplanes; except that it does not include

13 benzol or naphtha (other than gasoline) sold for we

14 otherwise than as a fuel for the propulsion of motor

15 vehicles, motor boats, or airplanes, and otherwise than

16 in the manufacture or production of such fuel, and

7 does not include kerosene, gas oil, or fuel oil."

No.--Section 617(c) (2) of the Revenue Act of 1932, as amended,
will after the above amendment, read as follows:

(c) As used in this section:

* Oa an of W" isafrQ"

ssM@40V i*tuor "MAN Rapp A* used ift e.

te £IWAM16'm- de.ne 0eu4e eeslor 006 e Jetb@,orwe ft" se
o t) thei e l.. b. ameaen. or.eeieaef o "A f.
(0) the te, %7aaolne means (A? ;Ii odut commoaly or cown

ffmil known~ or sol at gawolin ( #Wowngkead aid saowai
gawUoii)q bewol, bewwne, or naph*sa regatre*' clastheiron



255

or use; and (B) any other liquid of a kind prepared, advertised, ofered
/ or sale or sold t or wse as, or uwed air, fuel for the propulejon of motoij
a ,ekidt'V motor boaM or aiplanae; except that it does not indede beneol
or iapktha (other thae gasoline) sold for use othwovise than as a fue4
for the propulsion of motor vehic , motor boats, or airplane and
otherwie than in the mnufacture or production of such fuel, and does
not incude kerowne, gas oi, or fuel oil.

1 (d) Section 617 of the Revenue Act of 1932, as

2 amended, is amended by adding at the end thereof the

8 following subsections:

4 "(d) Every person subject to tax under this section

5 or section 601(c) (1) shall, before the first day of the

6 first calendar month after the date of the enactmentt of

7 the Revenue Act of 1934 (or in the case of a person

8 commencing business after such day before incurring

9 any liability for tax under such sections) register with

10 the collector for the district in which is located his prin-

11 cipal place of busineam (or, if he has no principal place

12 of business in the United States, with the collector at

18 Baltimore, Maryland) and shall give a bond, to be

14 approved by such collector, conditioned that he shall not

15 engage in any attempt, by himself or by collusion with

16 others, to defraud the United States of any tax under

17 such sections; that he shall render truly and completely

18 all returns, statements, and inventories required by law

19 or regulations in pursuance thereof and shall pay all

20 taxes due under such sections; and that he shall comp

21 with all requirements of law and regulations in pursu-

22 ance thereof with respect to tax under such section.. Such
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1 bond shall be in such sum, as the collector may require

2 in accordance with regulations prescribed by the Com-

3 missioner with the approval of the Secretary, but 'not

4 less than $2,000. The collector may from time to time

5 require new or additional bond in accordance with this

6 subsection. Every person who fails to register or give

7 bond as required by this subsection, or who in connec-

8 tion with any purchase of gasoline falsdy represents

9 himself to be registered and bonded as provided by this

10 subsection, or who wilfully makes any false statement

11 in an application for registration under this subsection,

12 hall upon conviction thereof be fined not more than

13 $5,000 or imprisoned not more than five years, or both,

14 together with the costs of prosecution. If the Commis-

15 sioner finds that any manufacturer or producer has at

16 any time evaded any Federal tax on gasoline or

17 lubricating oil, he may revoke the registration of such

18 manufacturer or producer, and no sale to, or for

19 reale to, such manufacturer or producer thereafter

20 shall be tax-free under section 601(c) (1), this section,

21 or section 620, as amended, but such manufacturer or

22 producer shall not be relieved of the requirement of

23 giving bond under this substion.

24 "(e) Under regulations prescribed by the Com-

25 missioner with the approval of the Secreta-, record&
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1 required to be kept with respect to taes under section

2 601(c) (1), as amended, or this section, and returns,

3 reports, and statements with respect to snch taxes fied

4 with the Commisioner or a collector, shall be open to

5 inspection by such officers of aqy State or Territory or

6 political sd=iision thereof or the Distriot of Columbia

7 as a be oaged with the enforcement or collection of

8 any tax on gasoline or lubricating oils. The Commis-

9 sioner and each collector 8/sall furnish to any of such

10 offiwrs, upon written request, certified copia of any such

11 aemeits, reports, or returns filed in his office upon the

12 payment of a fee of $1 for each 100 words or fraction

18 thereof in the copy or copies requested.

.14 "(f) Every person subject to taz under this section or

15 section 601(c) (1) shall, within 30 days after the mactment

16 of.to Revenue Act of 1934, or before commencing business,

17 register with the collector for the di rict in which is located

18 his principal place of bus ness or, if he has no principal place

19 of business in the United States, with th collector at Balti-

20 more, Maryland, and shall give a bond, to be approved by

21 such colector, conditioned that he shl not engage in any

22 attempt, by himsef or by coUusion with others, to defraud

23 the United States of any tax under suh sections; that he

24 shall render truly and completely all returns, gatmm ,

J.48873-- 17

a
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and inventories required by law or regulations in pursuance

2 thereof and shall pay all taxes due under such Sections; that

i whenever his sales for any mouth eceed or are likely to

4 exceed the amount upon which the sum of such bond was

5 based he shall imqpediately give notice thereof to such col-

; lector; and that he shall comply with all requirements of law

7 and regulations in pursuance thereof with respect to tax

8 under such sections. Such boud shall be in such sum as the

| collector may require in accordance with regulations pre-

10 scribed by the Commissioner with the approval of the Secre-

1I tary, but not leas than $2,000. The collector may from time

12 to time require new or additional bond in accordance with

13 this section. Every person who incurs any liability for tax

14 under this section or section 601(c) (1) after 30 days after

15 the enactment of the Revenue Act of 1934, without first regis,-

16 trying and giving bond as required by this subsectiQn, shall

17 upon convicin thereof be fined not more than $5,000 or

18 imprisoned not more than five years, or both, together with

19 the Cos of proscution."

NoT&--Section 617 of the Revenue Act of 1932, as amended, to
which the above subsections are added, reads as follows:

SBC. 617. TAX ON GASOLINE
(a) There is hereby imposed on gasoline sold by the importer

thereof or by a producer of gasoline, a tax of 1 cent a gallon, except
that under regulations prescribed by the Commissioner with the approval
of the Secretary the tax shall not apply in the case of sales to a
producer of gasoline.

(b) If a producer or importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax, or produced or
imported by him, such use shall for the purpose. of this title be
considered a sale.
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()As used in this sectimi-
1 the term "producer" includes a refiner, compounder, or

blender, and a dealer selling gasoline exclusively to producers of gaso-
line, as well as a producer.

(2) the term "gasoline" means gasoline, benzol, and any other
liquid the chief use of which is as a fuel for the propulsion of motor
vehicles, motor boats, or aeroplanes. As used in this paragraph the
term "benzol" does not include benzol sold for use otherwise than as
a fuel for the propulsion of motor vehices, motor boats, or airplanes.
and otherwise than in the manufacture or production of such fuel.

I SEC. 604. PRODUCERS' TAX ON CRUDE PETROLEUM.

j (a) There is hereby imposed on crude petroleum sold

3 by the producer thereof, a tax of on-t udt of 1 cent per

4 barrel of 42 gallons, to be paid by the piwducer. Under

5 regulation prescribed by the Commi&sioner, with the ap-

0 proval of the Secretary, such tax shall not apply to crude

7 petrok'um produced fromn any well which is not capable of

8 producing mwe than 5 barrels per day.

9 (b) Every person purvhasing crude petroleum from

10 the producer thereof, and taking delivery thereof at the

11 premises where produced, shall collect the tax imposed by

12 subsection (a) from the producer. Every such purchaser,

13 and every producer liable for any tax under this section not

14 so collected from him, shall make monthly returns under

15 oath and pay such taxs to the collector forte district in

16 which are located the premises where such cru& petroleum

17 was produced. Such returns shall contain such information

18 and be made at such times and in suc& manner as the Cmn-

19 mi'&sine, with the approval of the Secretary, may by

20 regulatwns prescribe.
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1 (c) Every purchaser required to collect any tax under

2 this sectiur shall make such collection by deducting and with-

S holding the amount of such tax from any payments made by

4 such purchase to the producer. Every such purchaser is

5 hereby indemnified against the claim, and demands of such

6 producer for the amount of any payments made in accord-

7 ance with the provision ofthis section.
8 (d) The Commissiner, with the approval of the Secre-

9 tary, may require such bond or other security from any

10 person subject to any provision of this section as he deesn

11 necemary for the protection of the revenue and to assure

12 compliance with" thie section and other provisions of law

13 applical, with respect to the tax imposed by this section,

14 and may prescribe the form and conditions thereof, provide

15 for the approval of the suretiej thereon (without regard to

16 any general provision of law), fix the amount and penalty

17 thereof (whether for the payment of liquidated damages or

18 of a penal sum), and authorize the cancellation of any such

19 bond, in the event of a breach of any condition thereof, upon

20 the payment of such leser amount as he may deem sufficient.

21 Any person willfully failing to comply with any such require-

22 ment shall, upon conviction, be fined not more than $1,000,

23 or imprisoned not more than six months, or both.

24 (e) In addition to records and reports otherwise re-

25 quired by law or regulation, every working interest operator
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1 of a well producing crude petroleum or otherwise taking

2 crle petrokat ur/nfm the earth or waters thereof (whether

3 or not the producer as defined in this section) hall keep suck

4 records and make such reports with respect to production

5 and disposition of crude petroleum, at suck time and in such

6 manner, as the regulations shall prswribe. Records, reports,

7 and returns required under tis soian or any proviso

8 of law applicable with respect to tax under this section hal,

9 wherever hdd, be open to inspection at all reasonable hours

10 by any duly autlopized represettative of the Commissioner

11 or any agency of the United States or any State having

12 supervisor or regulatory pwers over the production of

18 crude petroleum

14. (f) For the purposes of this section-

is (1) the refining of crude petroleum on the premises

16 where produced, the removal of crude petroleum there-

.17 from, or any transer or other disposition of crude

18 petroleum shall be ooiuider4 a sale.

19 (2) the term "producer" means the person owning

20 cde petroleum or having any interest in or title to

21 crude petrolmm at the time of its production.

22 (3) the term "working interest operator" means

23 Ike person having the management and operation of a

24 WA
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1 (4) the amount of crude petroleum produced 8hall

2 be determined with allowance for any reasonable and

3 bona fide deductiom for basic sediment and water agreed

4 upon byj the producer and the purchaser for the purpose

5 of determining the amount sold.

6 (g) The provision of section 623 and sections 771

7 to 774, inclusive, of Je Revenue Act of 1932 shall be ap-

8 pliable with respect to the tax imposed by this section.

9 (h) This section shall take effect on the thirtieth day

10 after the date of its enactment.

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 qallons, to be

15 paid by th 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 one cent per barrd of forty-two gal-.

18 lons,to be paid by the person producing or recovering such

19 gasoline.

20 (b) Every person liable for tax under this section

21 shall make monthly returns under oath in triplicate for

22 each plant or refinery, and pay such taxes to the collector

23 for the di in which such plant or refinery is located.

24 Such returns shall contain uich information and be made

25 a suak imes and in much manner as dh Gomssio~n wit
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1 the apprtyval of the Secretary may by regtdaiiom prescribe.

2 The tax shall, without assessment by the Commissioner or

S notice from the collecttr, be due and payable to the collector

4 at the time fixed for filing the return. If the tax is not paid

5 when due there shall be added as part of the tax 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 pre&-ribed by

10 regulitionss under this section showing daily receipts, stocks,

11 and dioposals of Tude petroleum and Ae names and ad-

12 dresses of the perstns ro' whom Y-6.eived. Every person

13 handling, transporting, storing, or dealing in any manner

14 in crude tl t,,,,m shall kecp .isud records and make sudh

16 reurims with rcxj'ct 1t) tramwtsi,,Js in criule petroleum as shall

16 be required by regulatios under this section. Returns and

17 records required under this section shall be opea to inspction

18 at all reasmnable hours by any duly authorized representative

19 of the Commissioner or any agency of the United 8tatcs or

20 any State having supervisory or regulatory powers over the

21 prodtdion of crude petroleum.

22 (c) As used in this section, the term " gasoline" means

23 gasoline as defined in setion 617 of the Revenus Act of

24 1932, as amended.
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1 (d) The Covmiswiner, with the approval of the Secre-

2 tary, shall prescribe such regtdations as he deem necessary

8 for the enforcement of this section.

4 (e) All provision. of law (including penalties) appli-

5 cable with respect todo taze impood by action 600 of te

6 Reve ue Act of 1926, shall, in so far as applicable and not

7 incotsistent with this section, be applicable with respect to

8 d taxe* imposed by this section.

9 (f) This section. shall take effect on the thirtieth day

10 after the date of the enactment of tWs Act.

11 SC. 606. ENFORCEMENT OF IADILITY FOR TAXES COLLECTED.

12 Wkenve any peron is required to collect or withhold

18 any internal-rwerune tax from any other person and to pay

14 such tax ower to the United States, the amount of tax so

15 oollted or uithkld shall be he to be a special fund in

16 trt for the United 8tats. The amount of such fund shall

17 be amseed, ooled, and paid in the same manner and sub.

18 ;ed to the same provisions and limitatio (inAuding penal-

19 ties) a are appliae with respect to the ta x from which

20 suc fund arose.

21 S. w7. TAx oN riss.

22 The t imposed by section 604 of the Revenue Act of

21 1,932 shall not apply to artiela sold by the manufac4rer,

24 pmducer, or importer, after the daie of the enactmet of

25 this Ac, for les than $20.
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Non.-Section 04 of the Revenue Act of 1932 reads as follows:

SEC. 604. TAX ON FURS.
'Thre is hereby imposed upon the following articles, sold by the

manufacturer, producer, or importer a tax equivalent to 10 per centum
of the price, for which so sold: Artic'les ade of fur on the hide or pelt
or of which any such fur is the component material of chief value.

1 SEC. 60. TERMINATION OF TAX ON CLOCKS AND CLOCK PARTS.

2 The tax imposed by section 605 of the Revenue Act

3 of 1932 sdall iwt apply to clocks or clock parts sold by the

4 manufacturer, producer, or importer after the date of the

5 enactment of this Act.

No'zz.--Section 605 of the Revenue Act of 1932 reads as follows:

SEC. 60. TAX ON JEWELRY, ETC.
There is hereby imposed upon the following articles, *old by the

manufacturer producer, or importer, a tax equivalent to 10 per centum
of the price for which so sold: All articles commonly or comnwercially
known as jewelry, whether real or imitation; pearls, precious and semi-
precious stones, and imitations thereof; articles made of, or ornamented,
mounted or fitted with, precious metals or imitations thereof or ivory
(not including~ surgical instruments or silverplated ware, or frames or
mountfigs for spicaces or eyeg ls ) ; watches; cloks; parts for
wates or docks sold for more than 9 cents each; opera glasses, lor-
gnettes; marine glasesi field glasses; and binoculam. No tax shall be
imposed under this section on any article uaed ifor religious purposes, or
any articles (other than watch parts or clock parts) 3Id for le than $.

6 SM 609. TAX ON CIGARETTES.

7 Effective on the day following the of the enactment

8 of this Act, the las two paragraphs of section 400(a) of

9 the Revenue Ac of 1926 are amended to read as follows:

10 "On cigarettes made of tobacco, or any substitute

11 therefor, and weighing not more than three pounds per

12 thousand, $3 per thousand;

13 " Weighing more than three pounds per thousand,

14 ,$720 per thousand; p that if more than 6j inches in
15 
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1 ceding paragraph, counting each 21 inches (or fraction

2 thereof) of the length of each as one cigarette."q

N .--Seetion 400(a) of the Revenue Act of 1112(;, will, after the
above amendment, read as follows:

Szc. 400. (a) UI)on cigars and cigarettes manufactured in or im-
ported into the United States, which on or after the expiration of 30
days after the enact ient of this Act are sold by the manufacturer or
imported, or removed for eonsuniption tor %1,. #)i.-e shall be lvcied,
collected, and paid under the provisions of existing law, in lieu of the
internal-revenue taxes now imposed thereon by section 400 of the
Revenue Act of 19"24, the following taxes, to be paid by the manu-
facturer or imp)rter thereof-

On cigars of all dt-,eriptions made of tobacco, or any substitute
therefor, and weighing not more than thme pounds per thousand,
75 cents per thousand:

On cig ars made of t4,bacco, or any substitute therefor, and weigh-
ing mor than three pounds per thousand, if manufactured or imported
to retail at not m11ore than 5 , .nts vtclm. $2 per thousand:

If manufactured or imported to retail at more than 5 cents each
and not more than 8 cents eacl, 3 per thousand;

If mlunufmactured or imporwd to retail at more than 8 cents each
and not more than 15 cet each, $5 per thousand;

If manufactured or imported to retail at more than 15 cents each
and not more than 2o cels each, $10.5) per thousand;

If manufactured or imported to retail at more tatl 20 cents each,
$13.50 per thousand;

On cigarettes made of tobacco, or any substitute therefor, and
weighing not more than three pounds per thousand, $3 per thousand;

Weighing more than three pounds per thousand, $7.20 per *thtttt1
ttumusand; e.icq't UMt if wore than 67 ;nh hC8 in lengh they st l be taxable
at the rate prodded in the preceding paragroph, rourdinq each A inches (or
fraction thereof) (if the tlegthlof earc as o;ielcigarette.

3 SEC. 610. TAX ON MATCHES.

4 Effective on the day follouling the date of enactment

5 of this Act, section 612 of the Revenue Act of 1932 (relating

6 to the tar on catches), is amended by adding before the

7 period at the end thereof a comma and the following: "and

8 except that it the case of fancq wooden matches and wooden

9 matchesU having a stained, dyed, or colored stick or stem,

10 packed in boxes or in bulk, the tax shall be 5 cents per one

11 thousand matches."

NOTE.-Section 612 of the Revenue Act of 1932 will, after the above
amndment, read as follows:
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SEICTON 6I. TAX ON MATCHES&
There is hereby imposed upon matches, sold by the manufacturer,

producer, or importer, a tax of 2 cents er 1,000 matches, except that
in the case of paper matches in books te tax shall be % of I cent per
1,000 maeheo. matches, and except thati in the case offancu uoden mtchs
and wooden matches, haring a stained, dyed, or colored stick or stem, packed
in boxes or in bulk, the tax shall, be 5 cents per one thousand matches.

SEC. 611. STAMP TAX ON SALES OF PRODUCE FOR FUTURE

2 DELIVERY.

3 (a) Effective on the day following the enactment of this

4 Act subdivision 4 of Schedule A of Title VIII of the Revenue

5 Act of 1926, as amended, is amended by striking out "5

6 cent " wherever a qpprin.q in such subdivision, and isert-

7 biy il lieu thel-ro/ " 1 cent ".

No'IE.-Subdivisiun 4 ofiSchedule A of Title VIII of the Revenue
Act of 1926, as amended, will after the above amendment, read as
follows:

4. Produce, sales of, on exchange: Upon each sale, agreement of
sale, or agreement to sell (not including so-called transferred or scratch
aes), any products or merchandise at, or under the rides or usages of,

any exchange, or board of trade, or other similar place, for future de-
livery, for each $100 in value of the merchandise covered by said sale
or agreement of sale or agreement to sell, & eems I cent, and for each addi-
tional $100 or fractional part thereof in excos of $100, 6 eet*t I cent: Pro-
vided, That on every sale or agreemimt of sale or agreement to sell as
aforesaid there shall be miade and delivered by the seller to the buyer a
bill, memorandum, agreement, or other evidence of such sale, agreement
of sale, or agreement to sell, to which there shall be affixed a lawful stamp
or stamps in value equal to the amount of the tax on .-,uch sale: Provided
further, That sellers of commnodities described herein, having paid the tax

provided b this subdivision, hay trnansfer such contracts to a clearing-
louse corporation or amociation, amd such trazisfer shall not be doemied
to be a sale, or agreement of sale, or an agreement to sell within the provi-
sloeis of this Act, provided that ,such transfer shall not vest any beneficial
interest in such clearing-house association but shall be made for the sole
purpose of enabling such clearing-house association to adjust and

alance the accounts of the members of such clearing-house association
on their several contracts. Every such bill, menmoranduin, or other
evidence of sale or agreement to sell shall show the date thereof, the
name of the seller, the amount of the sale, and the matter or thing to
which it refers; and any person liable to pay the tax as herein provided,
or anyone who acts in the matter as agent or broker for such person,
who makes any such sale or agreement of sale, or agreement to sell, or
who, in pursuance of any such sale, agreement of sale, or agreement to
sell, delivers any such products or merchandise without a bill, memo-
randuni or other evidence thereof as herein required, or who delivers
such bill memorandum, or other evidence of sale, or agreement to sell,
without having the proper stamps aflixeA thereto, with intent to evade
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the foregoing provisions, shall be doomed guilty ot a d r, and
upon conviction thereof shall pay a fine of not exceeding $1,000 or be
imprisoned not more than six months, or both.

No bill, memorandum, agreement, or other evidence of such sale,
or agreement of sale, or agreement to sell, in case of cash saes of prod-
ucts or merchandise for immediate or prompt deliver which in good
faith are actually intended to be delivered shall be subject to this tax.

This subdivison shall not affect but shall be in addition to the
provisions of the "United States cotton futures Act," approved August
11, 1916, as amended, and "The Future Trading Act," approved August
24, 1921.

1 (b) Section 726(c) of the Revenue Act of 1932 is

2 repealed.

NoTI.--Section 726 of the Revenue Act of 1932, subsection (c) of
which is repealed by the above aineudment, renids as follows:

SEC. 728. STAMP TAX ON SALES OF PRODUCE FOR FUTURE
DELIVERY.

(a) Subdivision 4 of Schedule A of Title VIII of the Rev enue Act
of 1926 is aiended bv striking out "I ccit" wherever appearinig in such
subdivibion, and inseitiug in lieu theit-of "5 cents".

(b) Sul'sectiol (a) shall take effect ou the fift4veeth (lay after the
date of the oiacutjiett of this Act.

3 TITLE V--APITAL STOCK AND EXCESS-PROFITS

4 TAXES

5 SEC. 701. CAPITAL STOCK TAX.

6 (a) For each year ending June 30, beginning with

7 the year ending June 30, 1934, there is hereby inqomd upon

8 every dae tic corporation with respect to carrying on or

9 doing bu8inea for any part of such year an excise tax of

10 $1 for each $1,000 of the adjusted declared value of it8

11 capital stock.

12 (b) For each year ending June 30, beginning with

13 the year ending June 30, 1934, there is hereby impwed upon

14 every foreign corporaiion wAh reqpect to carrying on or
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1 doing bueinese in the United States for any part of each year

2 an excise tax equivalent of $1 for each $1,000 of the adjusted

3 declared value of capital employed in the transaction of its

4 business in the United States.

5 (c) The taxes imposed by this section shall not apply-

6 (1) to any corporation enumerated in section

7 101;

8 (2) to any insurance company subject to the tax

9 intposed by section 201 or 204;

10 (3) to ly don(istic C(1'poradonW tn respect of the

c1 ytar cdii 1 Jlue 30, 19341, if it did not caryt on or

1) (do businlets during a part of the period from the date

13 of the atuacimend of this Act to June 30, 1934, both

14 dates inclusive; or

15 (4) to any foreign corporation in respect of the

16 year ending June 30, 1934, if it did not carry on or

17 do bu.iiuws in the United States during a part of the

18 period from the date of the enactmid of this Act to

19 June 30, 1934, both date inclusive.

20 (d) Every corporation liable for tax under this sec-

21 tion shull make a relrn under oath within one uath a/ter

22 the close of the year with respect to which such tax is imposed

23 to the collector for the distrit in which is located its principal

24 place of busiues or, if it has no pril.cipal place of business

25 in the United States, then, to the collector at Baltimore,
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1 Maryland. Such return shall contain sich information and

2 be made in such manner as the Commissioner with the ap-

3 proval of the Secretary may by regulations prescribe. The

4 tax shall, without assessment by the Commisiioner or notice

5 front the collector, be due and payable to the collector before

6 the e.pirTatioii of the period for filing the return. If the

7 tax is not paid when due, there shall be added as part of the

8 tax inter(t at the rate of 1 per entunm a mouth from the

9 time when the tax became due until paid. All pjouvi.uiu,,LS

10 of law (inludijig peh(*ltiti) applicable in 'respect of the taxe.

11 impu.d by section 600 of the Revcneue Act of 1,926 shaU,

12 it so far as not inuoisistent with thi section, be applicable

13 in respect of the taxes imposed by this section. The Com-

14 missioner may extend the time for making the returns and

15 paying the taxes imposed by this section, under such rules

16 and reguhtions as he may prescribe with the approval of

17 the Secretary, but no such extension shall be for more than

18 sixty days.

19 (e) Returns required to be filed for the purpose of the

20 tax ituposed by this section shull be opci to inspcction in the

21 same manner, to the same etcet, and iubj ct to the same

22 proc ision, of law, including penalties, as returns made under

23 title 1I of the Recenue Act of 1926.

24 (f) For the finst ycar ending June 30 in respect of

25 which a tax is imposed by this section upon any corporation,
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1 the adjitd declared calue hall be the value, as declared b!y

2 the corporation in its first return under this qertion (which

3 de laration of value cannot be amended), its of the close of its

4 last innome-ho tarable Eyear , ndiou "t or prior to thc Cic

5 of the year for 'hih the ta is imposed by this section (or as

6 of the date of organization in the case of a corporation having

7 no income-tax taxable year ending at or prior to the close of

8 the year for which the tax is inposod by this section). For

9 any s ubtque .t year cndilg .Iune .30, lMe adjW.std dectared

10 raltue in the ca.we of a d(,uc.slic crporatim shall be the origi-

11 tial (idchrld value plus (1) the (cash and fair market value

12 of properly paid in for 5tock ur Nh rvs, (2) paid in surplhs

13 and contribution.S to capital, (3) its ntet incoIIe, and (4) the

14 n nwuit of the diidtnd tduction allowable for income tax

15 purposes, and minus (A) the value of property distributed

16 in liquidation to shareholders, (B) dit,'ibulions of earnings

17 or profits, and (C') the eac's of the (Ie(luctions allowable for

18 income tax purposes ocer its gross income; adjuom.cnt being

19 made for each income-tax taxable year iwiluded in the period

20 from the date as of which the original declared value was

21 declared to the close of its last utwwme-tax taxable year ending

22 at or prior to the close of the year for which the tax is imposed

23 by this section. The amount of such adjustment for each

24 such year shall be computed (on the basis of a separate

25 return) according to die inome tax law applicable to such
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1 year. For any subsequent year ending June 30, the adjusted

dedared value in the cass of a foreign cr orpration shall be the

3 original dedared value adjusted (for the same income-t

4 ablee years a.s in, en,'e of a d"t .. " ,,,w, a

5 accordance with regulations prescribed by the Commissioner

6 with the approval of the Seeretary, to reflect increases or

7 decreases in the capital employed in the transaction of its

3 bulywa in the United States.

S EC. 702. EXCES-PROFITS TAX.

0 (a) There is hvreby impst d upon the rta.t income of

11 evci' crp,,rahiun, f r cah iounme-tax t,ubie ygar w.d"Ily

12 after the close of the first ye r in rt;e)pcct of which it is tuto-

13 able under sectiou 701, an c;,-profits tax equivalent to

14 5 per ce'turn of such porliwt of its net ihwome for such

15 income-tax taxable year as is in eic.s of 12J per contun

t (b of the ajutd decla red valuc of its et.ill situk (or tn

17 the case of a foreign Corporaliun the udju.3hed declared vdue

18 of capital employed in the trasauvin of its business in the

19 Undited Statks) as of the close of the pectudi g inwume-t-ax

20 ta'able year (or (s of the date of orywitzatioit if it had no

21 pn'eceding income-tax taxable ycar) duermined as provided

22 in section 701. If the itwwa c-tax taxable year in res)p-ect of

23 which the tax under this section is imposed is a period of

24 less than 12 months, such adjustcd declared value shall

25 be reduced to an amount which bears the same ratio thereto
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as the number of months in the period bears to 12 months.

For the purposes of this section the net income shall be the

same as the net income for income tax purposes f(n the year

&I ,etai, v/ wliUv u',e u under tits section is imposed.

(b) All provisions of law includingg penalties) appli-

cable in respect of the taa-vs imposed by title I of this Act,

shall imofar as not incoaii&etu d wih this section, be appli-

cable in respect of the taxes imposed by this secion, except

theft the proCi.Sons of seclions 131 ad 141 of that title

shall not be apj licuble.

SEC. 703. CAPITAL STOCK TAX AND EXCE.XS.PiOFITS TAX IM.

POSkD BY NATIONAL INDUSTIAL RECOVERY ACT.

Sctions 217(d) and (e) of the Naioual Industriad

Recovery At;t are amicndu to read as follows:

"(d) The c apita-tock tax inposcd by section 215 shall

vuwt apply to may laxpayer in respect of any year except the

year t'iditig June 30, 1933.

"(c) The ct. j.,o/its Im r iqiLJsed by sty/ion 216 shall

not apply to any taq)aycr in respect of ally taxable ycar

enditlg a//er Juic 30, 1931."

No,r.--Socton 217 of the National indus rial Recuvery Act will
after the above umiendu tent, read as follows:

Szc. 217. (a) The Pmeideut shall proclaim the date of-
(1) the close of the first fiscal Tear ending June 30 of any

year after the year 1933, during which the total receipts of the
Jnited States (excluding public-debt recAipts) exceed its total

expenditures (excluding public-debt expeuditurm other than thcse
chayrgoable against such receipts), or

J. 48873- 18



274

(2) the repeal of the aiglht*uth amnendment to the Consti-
tution,

whichever is the earlier.
(b) Effective as of the Ist day of the calendar year following the

date so proclainmed se tion 617 (a) of tie Revenue Act of 1932, as amended
is amnded by strildng tout "1% centi " and inserting in lieu there
" 1 cent".

(c) The tax on dividends inAsed hy action 213 sb'l.l Pnt op!y
w any tiviaenas aeciarod on or alter the 1st day of the calendar )'ar

following the date so proclaimed.
(d) The capital-stock tax imposed by section 215 shall not. apply

to any taxpayer in respect of any year 110"14"titg " of feift the 4ot
of. J 4 A.wi +he d so pem smed exc14 ths yar ending

JW. 30, 1933.
(e) The excess-profits tax imposed by section 216 shall not apply to

any tapper in respect of any taxable year o+er ite ta~e4te y 'e4 1
e pelime4_ oeeom ending afJi June J0, 1934.

TITLE VI-GENERAL PROVISIONS

2 SiC. "a 80l. DiMINITIONiS.

3 (a) When used in this Act,--

4 (1) The term "person " inwa1 an individual,

5 a trust or essye, a panuerbhip, or a corporation.

6 (2) The term "corporation" includes a&ocia-

7 tions, johit-stock companies, and insurance compaaias.

8 (3) The term partnership " includes a syndi-

9 cate, group, pool, jouit veuatre, or oLher unincorpo-

10 rated organization, through or by moans of which any

11 busiuc.ss, financial opcratia, or ventwte is carried on,

12 and which is not, within the moanJfing (if this Act, a

18 trust or estate or a coiporation; and the term "part-

14 ner" includes a mem er in such a syndicate, group,

15 pool, joint venture, or organization.

16 (4) The term "domestic" whm applied to a

corporation or partnerlip mueamis created or organized17



275

I in the United states or under the law of the United

2 State or of any State or Territory.

a (5) The term "foreign" when applied to a oor-

4 portion or partnership means a corporation or part-

5 nerjhip which is not domestic.

6 (6) The term "fiduciary" means a guardian,

7 trustee, executor, adminitrator, receiver, conservator,

3 or arty person acting in aiy fiduciary cajiLy fur q

9 person.

10 (7) The term " withholding agetlt" means any

11 person required to deduct and withhold any tax uridor

12 the provisions of section 143 or 144.

13 (8) The torn "stock" includes the share in an

14 association, joint-stock company, or inarauce cow-

15 pony.

16 (9) The torm "shareholder" includes a memlor

17 in an association, joint-stock couipany, or insurtwov

18 company.

19 (10) The ten "United States" when used in a

20 geographical sense includes only the States, the Terri-

21 toriel of Alaska and Hawaii, and the District of

22 Columbia.

23 (11) The term "Secretary" means the Seoretary

24 of the Treasaury.
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1 (12) Tm te Cmm oner" mea the Com-

2 missioner of Internal Revenue.

8 (13) The term collectorr" means e'lpetar nf

4 internal revenue.

5 (14) The term "taxpayer" means any person

6 subject to a tax imposed by this Act

7 (b) The terms "icludes" and "iududig" wheu

8 uscd in a dinidUR Wtuiawhid in dhhi Act si not be devni4,d

9 to exclude (oter this ouhur, iie widtin tie wtviig if

10 the twm dlted.

11 SEC. 1"42 wi2. SLPARABILITY CLALSE.

12 If any pruvision of this AcL, or the a"plcatiua Lvitsf
13 to any person or cwr aew&,cks, is held invalid, thCe I ;'iii

14 of the Act, and the application of uch pIovI-uas to otU r

16 persons or cireustances, shall not be ii.svd d' Ly.

18 SEC. U8 83. S kAk i V9 DATE UF ACT.

17 Except as odeiwise prouidtd, tins Act nhll .ake 0icct

18 UpOn its e±actnkit.
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