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AN ACT

To provide revenue, cqualize taxation, and for vther purposes.
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tives of the United Stales of America in Congress assembl.d,
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the following Table of Contents, may be cited as the “ Reve-
nue Act of 1033 1934 ”:
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TITLE I-INCOME TAX
SUBTITLE A—INTRODUCTORY PROVISIONS
SRC. 1. APPLICATION OF TITLE.

The provisions of this title shull apply only to the
taxable year 1084 and suveovding tamable vears beginming
after December 31, 1933. Income, war-profits, and excess-
profits taxes for taxable years preeoding the taxable year
1088 beginning prior to January 1, 1934, shall not be
affected by the provisions of this title, but shall remain subjoct
to the applicable provisions of prior revenue Acts, except as
such provisions are modificd by Title X% 111 of this Act or
by legislation enacted subsequent to this Act.
8EC. 2. CROSS REFERENCES.

The cross references in this title to other portious of
the title, where the word “ sce "’ is used, are made only for
convenience, and shall be given no legal effect.

SEC. 8. CLASSIFICATION OF PROVISIONS.
The provisions of this title are herein classified and
designated as—
Subtitle A—Introductory provisions,
Subtitle B—-—chcn.xl provisions, divided into Parts
and sections,
Subtitle C—Bupplemental provisions, divided into

Supplements and sections.
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SEC. & SPECIAL CLASSES OF TAXPAYERS.

The application of the General Provisions and of Supple-
ments A to D, inclusive, to each of the following special
classes of taxpayers, shall be subject to the exoceptions and
additional provisions found in the Bupplement applicable to
such class, as follows:

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

(b) Members of partnerships,—Supplement F.

(o) Insurance companies,—Supplement G.

(d) Nonresident alien individuals,—Supplement H.

(e) Foreign corporations,—Supplement I.

(f) Individual citizens of any possession of the United
States who are not otherwise citizens of the United States and
who are not residents of the United States,—Supplement J.

(g) Individual citizens of the United States or domestio
corporations, satisfying the conditions of section 251 by.
reason of deriving & large portion of their gross income from
sources within a possession of the United States,—Supple-
ment J,

(h) China Trade Act corporations,—Supplement K.
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SUBTITLE B—GENERAL PROVISIONS
Part 1—Rates of Tax
‘SEC. 1. NORMAL TAX ON INDIVIDUALS,

Fhere shall be levied; ecllested; and paid for cach tan-
able year upen the net income of overy individual o normal
tex equal to the sum of the fellowings

4o} 4 por conimum of the firet $4,000 of the
sinound of the not ineotne in excess of the eredite against
nel income previded in sootion 354 and

{b} 8 per concim of the remainder of such exeess
amoun

There shall be levied, collocted, and paid for each
18 tazable year upon the net inoome of every individual a
1¢  normal taz of 4 per centum of the amount of the net income
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15 in ezcess of the credils against net income provided in
16 section 25.

17 8EC. 12 S8URTAX ON INDIVIDUALS.

18 4o} Basns op Sonrai-—There shall bo levied; eol-
19  leoted; and peid for each taxablo year upon the net ineome
20 of every individual o surtax e follows+

21 Upon o not income of $6,000 there shall bo 5o
22 gUNax] upon net ineomes in excess of $6,000 and nel
28 in excess of $10,000; 1 per contum of tuch exeoss:
24 $40 upon net incomes of $10,0004 and upon net
25 incomes in exeoss of $10;000 and net in exeoss of
26 $30,000, 3 por contum in addition of sueh excess:
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§80 upon net incomeos of $19,0005 and upen nod
imoomce in cmcoss of $18,000 end et in emocss of
$14,000; 8 per contum in addition of such cxecss:
$140 upon not incomes of $14,0001 and upon net
imcomes in omooss of $14/000 and nol in omccss of
$16,000; 4 per ccntum in addition of wch encosss
4000 upon not incomes of $16,0004 and apon nes
incomes in encess of $16/000 and mot in oxoess of
$18/000; 5 per contm in oddition of sach exeocon
$380 upon not incomey of $13,0004 and upon ned
imeomes in emooss of $18,000 and met in exeess of
$20,000, 8 per contiun in addition of such exeees:
$440 upon net incomes of $30,0004 and upon nel
incomeos in emoess of $30,000 and mel in exeecs of
$83,000; 8 per eontum in addition of sueh exeossr
$600 upor net incemes of $39,0004 and upen neb
incomen in omeces of $33,000 and meb in exooss of
$34,000; O per contum in addition of such exeoocss:
$760 upon pel ineemes of $34;000; and upen net
inoomes i omeeds of $34;,000 and not in oxeese of

$36,000; 10 per eentum in addition of such exeess:

$080 upen net ineomes of $86,0004 and upen net
ineomed in excess of $36,000 and not in oxects of
$18,000; H: per oentum in addition of sueh exooss;
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10
$1,400 upon nel incomes of $38,0001 and upen
nol incomes in excess of $38,000 and not in exoces of
$30,000; 12 per centum in additien of ouch exeess:
$hH440 upon net ineomes of $30,0004 and upen
neé ineomes in exceds of $80,000 and not in excess of
$84;000; 13 por eentum in additien of such execess:
$51,700 upon net ineomes of $83,0001 and upen
neb ineomes in exeots of $54,000 and not in excess of
$86,000; 16 per eontum in addition of sueh exvever
$3,300 vpon net incomes of $88,0004 and upon
nob ineonies in exeess of $36;000 and not in exeess of
$38,000; 18 per eentuin in additien of vueh exeess:
$3,630 upen net incomnes of $88;000¢ and upen
net ineomes in execos of $38;000 and net in oxeess of
$40,000; 17 per ecatuin in addition of sueh exeess:
$3;060 upon net ineomes of $40,0001 and upon
neb inoomes in execss of $40,000 and not in exeess of
$43,000; 18 per centum in addition of sueh exoens:
$2;320 upen net incomes of $43,0004 and upen
net ineomes in exeewd of $43;000 end nob in excess of
$44;000; 10 per centum in addition of sueh exeessr
$3,700 upen nei incomes of $44;0004 and upen
ot incomen in excom of $44;000 and net in execess of
$46;000; 30 per eentumn in addition of such exeess:
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11
$4,100 upon nel incomes of $46,0001 and upen
neb incomen in excess of $46;000 and not in excos of
$48,000; 21 per centum in addition of sueh execesy
$4,690 upon net incomen of $48,0004 and upen
net invonies i excess of §48,000 and not in excess of
$4;060 upon net ineomes of $60,0004 and upen
nob ihoomen in excess of $50,000 and pob in exeess of
$63,000; 38 per centuin in addition of sueh exeeosy
$6;430 upen net invornes of $565000+ and upen
net ineomes in exvews of $63,000 and net in exeess of
$54;000; 24 per ecntwn in addition of m.eh exeessr
$6;000 upon net incomes of $54,0001 and upon
neb ineontes i excess of $64;000 and neb in exeess of
$56;000; 25 per eentun in addition of sueh execser
$6;400 upon net ineomes of $56,0004 and upen
net inoomes in exoess of $66;000 and not in oxeess of
$58,000; 26 per contum in addition of sueh exoess
$6,020 upon net incomes of $68,0004 and upon
neb ihootics i exvess of $68,000 and not in exeess of
$60;000; 37 por eentun in addition of such exeese:
$7:460 upon not incomes of $60,0001 ead upen
neb ineonien in exoess of $60,000 and not in excess of
$63;000; 28 per eentum in edditien of sueh exeess:
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$8,020 upon net incomen of $88,0001 and upen
nod ineomeon in exects of $63,000 and not in exeem of
$64,000; 90 per centum in addition of sach exeeser

$8;600 upen net incomes of $64,0004 and upen
not incomes in exceng of $64,000 and not in oxeess of
$66,000; 80 per contura in additien of muoh exevser

$0;800 upon net incomes of $66,0004 and upen
neé ineomos in oxoeos of $66,000 and not in oxocee of

§68,000; 81 per contira in addition of such exooses

$0,830 upon ned ineomen of $88,0004 and upen
ot inoomes in exeoess of $68,000 and nob in exeese of
$76,000; 82 por eentum in oddition of such exeessr
$10;460 upen net ineomen of $70,0004 and upon
nel ineomes in excesd of $70,000 and not in exeess of
$72,000; 38 per eonium in addition of such exeess:
$11;130 upon net incomes of $12,0004 and upen
nej ineomnes in exeomd of §+3;000 and net in excess of
$74,000; 84 por eentum in addition of such excess:
$11;800 upen net incomes of $74;0004 and upen
net ineomen in oxoess of $74,000 and not in exevss of
$76;000; 86 per eentum in addition of such exoess:
$13;500 upon et incomes of $76,0004 and upen
nel imoomen in oxeoss of $76,000 and not in exeess
of §78,000; 88 per eontum in eddition of such exeess:



S ® 2 O Ot e O B

B B B B et il ek et e ek Pk Shmd s
wwuowmqam»wwws

| )
g

18
$13,000 apen nel incomes of §78,0004 and apen
not ineomes in omcess of §$78,000 and not in emoces
of $80,000; 87 per centum in addition of sueh exoess:
$13;060 upon net ineomes of $80,0004 and upon
nob ineomes in oxcess of $80,000 and not in emeess
of $83,000; 88 per centum in addition of aich exocss
$14;720 upon nel ineornes of $83,0004 and upen
neb ineoimos in emecess of $83;000 and nol in excess
of $84,00G, 80 per centum in additien of meh exeessr
$15,600 upen net incomed of $84,0001 and upen
nob ineomen in exoosd of $84,000 and not in excoss
of $86,000; 40 per ccntuin in addition of meh exocosr
$16;800 upon net incomen of $86;0001 and upen
Bob ineomos in excosd of $86,000 and nol in exeess
of $88,000; 41 per eentumn in addition of sueh excoss:
$17;120 upen not ineomen of $88;0001 and upen
net ineomes in exeesd of $88;000; and nel in excess
of $00,000; 43 per eentwmn in additien of sueh exeess:
817,060 upop net incomes of $00,000; end upen
nel ineemes in exoess of $00;000 and not in execes of
$63,000; 43 per eontum in addition of sueh exoesss
$18,820 upen nob incomen of $82;0004 aad apen
neb inoomes in exeess of $02;000 and not in exeess of
$04;000; 44 per eentun in addition of such exoesss
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$18,700 upen net ineomes of $04;000; end upon
net ineomes i excess of $04:000 and not in exeess of
$06,000; 45 por eontum in addition of such excess:
$20,600 upen net ineomes of $86;,000; end upen
net incomes in exeess of $96,000 and nob in exooss of
$08;000; 46 per eentum in addition of such exeess:
$31;520 uper neb ineomes of $08;000; and upen
net ineomes in exeess of $98,;000 and net in exeess of
$100;000; 47 per eentumn in addition of sueh exeess:
$22;460 upen net ineomes of $100,0004 end upen
net ineomes in exeess of $100,000 and not in exeess of
$150,000; 48 per eentua in addition of sueh exeess:
$46;460 upon net ineomes of §150,000; and upen
ﬂetineomesinexeessefﬂ-b'@;%?wdneﬁinexeessef
$200,000; 40 per eentimn in addition of such exeess
$70;060 upexr net incomes of $206;000; and upon
neb ineomes in exeess of $200,000 and neot in exeess of
$800,000; 50 per eentum in addition of sieh exeess:
$120,060 upon net ineomes of $300;000: and
upen net ineomes in oxeess of $300,000 and net in
exeess of $400,000; 61 per eentum in oddition of sueh
eX0ens: _
$171,060 upon net inomes of $400.000; snd
uper neb ineomes in exeess of $400,000 and not in
exeess of $500,000; 53 per eentum in addition of such

%0008
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$223.060 upen net ineomes of $500;000; and
upon neb ineomes in exeess of $500;000 end net in
exeess of $7650;000; 63 per eentun in eddition of suech
exoens:

$356,460 upen nebt ineomes of $750;000; and
upen net ineomes in execess of $750;000 end net in
exeess of $1;000;000; 54 per eentum in addition of such
exoesH:

$401;460 upon net inecomes of $1;000,0004 and
upen neb ineemes in exeess of $1;000,000; 656 per
eentum in addition of sueh exeess:

(a) DEFINITION OF ““ SURTAX NET INCOME " . —A48
used in this section the term “ surtax net income” means the
amount of the net income in excess of the credits against net
income provided in section 25 (b).

... (b) Rarks oF SurTax.—There shall be levied, col-

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

income of every indwidual a surtax as follows:

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

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

$260 upon suriax net incomes of $10,000; and

upon surtaz net incomes in excess of $10,000 and not in
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excess of $12,000, 6 per centum in addition of such
excess.

$380 upon surtax net incomes of $13,000; and
upon surtax net incomes in excess of $12,000 and not
in excess of $14,000, 7 per centum in addition of such
excess.

$520 upon surtax net incomes of $14,000; and
upon surtax nel incomes in excess of $14,000 and wot
in excess of $16,000, 8 per centum in addition of such
excess.

$680 upon suriax net incomes of $16,000; and
upon surlaz net incomes in excess of $16,000 and not

.in excess of $18,000, 10 per centum in addition of

such excess.

$880 upon surtaz - net incomes of $18,000; and
upon' surlaz net incomes. in excess of $18,000 and not
in.axcess of $20,000, 12 per centum in addition of suck
excess;

$1,120 upon surtac net incomes of $20,000; and
upon surtax net incomes in excess of $20,000 and not
in excess of $22,000, 14 per centum in addition of
such excess. ,

$1,400 upon surtax net incomes of $22,000; and
upon surtax net incomes in excess of $22,000 and ot
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in excess of $26,000, 16 per centum in addition of such
excess.

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

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

. $4,380 upon surtax net incomes of $38,000; and
upon surtax net incomes in excess of $38,000 and not
in excess of $44,000, 24 per centum in addition of such
excess. .

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

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

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

excess.
$7,440 upon surtax net incomes of $50,000; and
upon surtax net incomes in excess of $50,000 and not
in excess of $56,000, 30 per centum in addition of such
$9,240 upon surtax met incomes of $56,000; and

upon surtax net incomes in excess of $56,000 and nnt

J. 48873——2
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in excess of $62,000, 33 per centum in addition of sich

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

$13,380 upon surtax met incomes of $68,000;
and upon surtax net incomes in excess of $68,000 and
not in excess of $74,000, 39 per centum in addition of
such excess.

| $15,720 upon surtax net incomes of 874,000;.
and upon surtaz net incomes in excess of $74,000 and
not in excess of $80,000, 42 per centum in addition of
such excess.

* $18,240 upon surtax net incomes of $80,000; and
upon surtax net incomes in excess of $80,000 and not in
excess of $90,000, 45 per centum in addition of such
excess. '

$22,740 upon surtax net incomes of $90,000; and
upon surtax net incomes in excess of $90,000 and not
in excess of 3100,000, 50 per centum wn addition of
such excess.

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

and. upon surtas net incomes in excess of $100,000
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and not in excess of $150,000, 52 per centum in
addition of such excess. ‘

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

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

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

land not in excess of $300,000, 64 per centum in

addition of such excess.

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

- and upon surlax net incomes in excess of $300,000

and not in excess of $400,000, 65 per centum in addi-
tion of auch excess. ' | ;

$189,240 upon surtax net incomes of $400,000;
and upon surtax et incomes in excess of $400,000
and not in excess of $500,000, 56 per centum in addi-
tion of such excess.

$245,240 upon surtaz net incomes of $500,000;
and upon surtax net incomes in excess of $500,000

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

.addition of such excess.

$387,740 upon surtax net incomes of $750,000;
and upon surtax net incomes in excess of $750,000 and
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not in excess of $1,000,000, 58 per cenlum in addition
of such excess.
$532,740 upon surtax net incomes of $1,000,000;
and upon surtar net incomes in excess of $1,000,000,

59 per centum in addition of such excess. |

b} 8ALR op MINES AND Ot 0B G WaLLS—Fer
limitation of surtax atiributable o sale of mines and eil or
ges wells; see seetion 109: .
eomputation of tax in liew of normal and surtax in ease of pet
ineomnes of net less then $16;000; epproximately; of in egse
of net ineomes; excluding iteins of eapital gein; copital losy;
and capital doduotionsy of not leso than $16,000; approxi-
metoly; see seetior 101 ,

(¢) T4x oN PERSONAL HoLDING COMPANIES.—For
surtaz on personal holding companies, see section 351.

(d) Bwasion AVOIDANCE OF SUBTAXES BY INCOR-
PORATION.- -For tex surtax on corporations which accumn-
late surplus to evade avoid surtax on stockholders, see section
104 102.

SEC. 13. TAX ON CORPORATIONS,

(a) RaTe oF TAX.—There shall be levied, collected,
and paid for each taxable year upon the net income of every .
corporation, a tax of 13§ per centum of the amount of the

net income in excess of the credit against net income pro-
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vided in section 26. (For addition to rate in case of con-
solidated returns, see section 141.)

(b) Exempr CorPORATIONS.—For corporations ex-
empt from tax, see section 1083 101. B

(o) T4x oN PersoNAL HoLDING CoMPANIES.—For
surtax on personal holding companies, see section 351.

{e} (d) IMPROPER ACCUMULATION OF SURPLUS.~—
For tex surtaz on corporations which sccumulate surplus to
evade avoid internal-revenue tax surlaz on stockhoiders, sep
section 404 102.

DIFEERENT LAWS, -

H o toxeble period embraces portions of two ealendnr
years for whichk the laws ore different; the tax chall be
eomphted ae provided in seetion 106+

Part II-Computation of Net Income
SEC. 21. NET INCOME.

“Net income” means the gross income computed
under section 22, less the deductions allowed by section 23,
SEC. 22. GROSS INCOME.

(s) GBNERAL DEFINTTION.—" Gross income” in-
clndes gains, profits, and income derived from salaries,
virages, or compensation for personal service, of whatever
kind and in whatever form paid, or from professions, voca~

tions, trades, businesses, commerce, or sales, or dealings in
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property, whether real or personal, growing out of the
ownership or use of or interest in such property; also from
interest, rent, dividends, securities, or the transaction of
any business carried on for gain or profit, or gains or profits
and income derived from any source whatever. In the
case of Presidents of the United States and judges of courts
of the United States taking office after the date of the
enaetinent of this Aet June 6, 1932, the compensation
received as such shall be included in gross income; and all
Acts fixing the compensation of such Presidents and judges
are hereby amended accordingly, |

(b) ExoLusioNs FRoM GRoss INCOME.—The fol-
lowing items shall not be included in gross income and shall
be exempt from taxation under this title:

(1) LIFe INSURANCE.—Amounts received under

a life insurance contract paid by reason of the death of

the insured, whether in a single sum or in installmests

otherwise (but if such amounts are held by the insurer

under an agreement to pay interest thereon, the interest

payments shall be included in gross income) ;

(2) ANNUITIBS, BTO.—Amounts received (other
than amounts paid by reason of the death of the insured
and interest payments on such amounts and other than

amounts received as annuities) under a life insuraneey

- endowment; or annuity insurance or endowment' con-
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tract, but if such amounts (when added to amounts
received before the taxable year under such contract)
exceed the aggregate premiums or consideration paid
(whether or not paid during the taxahle year) then the
excess shall be included in gross income. Amounts

recewved as an annuity under an annuily or endowment

.contract shall be inoluded in gross income; except that

there shall be excluded from gross income (until the
aggregate amount e:wluded from gross income under

© this title or prior income tax laws in respect of such

annuity equals the aggregate premiums or considera-

tion paid for such annuity): (A) the excess of the
amount- recewed in the.tazable. year over an amount

equal o 3 per.centum of .the aggregale premiums p#

comsideration paid for such annuity (whether or not

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

the annuity if the sum thereof and amounts of other
annuities received in the same tazable year is not more
than $500. In the case of a transfer for a valuable

consideration, by assignment or otherwise, of a life in-

* surance, endowment, or annuity contract, or any inter-

- est therein, only the actual value of such consideration

" and the amount of the premiums and other sums sub«

t . sequently paid i)y the transferee shall be exempt from
¢ -taxation under paragraph (1) or this paragraph; «.:
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(3) Grrrs, BEQUESTS, AND DEVISES.~—The value
of property acquired by gift, bequest, devise, or inherit-
ance (but the income from such property shall be
included in gross income) ;

(4) TAX-FREE INTEREST,—Interest upon (A)
the obligations of a Btate, Territory, or any political sub-
division thereof, or the District of Columbia; or (B)
seouriios ismned undor the provisions of tho Foderol
Formn Toan Aeb; or under the provisions of such et a8

- amended obligations of a corporation organized under

Act of Congress, if such corporation is an instrumen-
tality of the United States; or (C) the obligations of
the United States or its possessions. Every person
owning any of the obligations er seeurities enumerated
in clause (A), (B), or (C) shall, in the return re-
quired by this title, submit & statement showing the
number u:d amount of such obligations ead seeurities
owned by him and the income received the;'efrom, in
swch form and with sich information as the Commis-
sioner may require. In the case of obligations of the
United Btates issued after September 1, 1917 (other
than postal savings certificates of deposit) and in the
case of obligations of a corporation organized under Agt
of Congress, the interest shall be exempt only if and
to the extent provided in the respective Acts authoriz-
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. ing the issue thereof as amended and supplemented, and

shall be excluded from gross income only if and to the
extent it is wholly exempt to the taxpaver from the
taxes imposed by this title;

(5) COMPENSATION FOR INJURIES OR SIOK-
NESS.—Amounts received, through accident or health
insurence or under workmen’s compensation acts, as
compensation for personal injuries or sickness, plus the
amount of any damages received whather by suit or
agreement on account of such injuries or sickness;

(6) MiNisTERS.—The rental value of a dwelling
house and appurtenances thereof furnished to a minister
of the gospel as part of his compensation;

(7) MmoELLANEOUS ITEMS.—The following
items, to the extent provided in section 116:

Earned income from sources without the

United Btates;

Balaries of certain Territorial employees;

The income of foreign governments;

Income of States, wunicipalitics, and other
 political subdivisions;

Receipts of shipowners’ mutual protection
- and indemnity assooiations';

Dividends from China Trede Act corpora-
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(¢) INVENTORIES.—Whenever in the opinion of the
Commissioner the use of inventories is. necessary in order
clearly to determine the income of any taxpayer, inven-
tories shall be taken by such taxpayer upon such basis as
the Commissioner, with the approval of the Secretary, may
prescribe as conforming as nearly as may be to the best
accounting practice in the trade or business and as most
clearly reflecting the income.

(d) DISTRIBUTIONS BY CorrORATIONS.—Distribu-
tions by corporations shall be taxable to the shareholders as
provided in section 115.

(e) DETEEMINATION OF GAIN OB Loss.—In the case
of a sale or other disposition of property, the gain or loss
shall be computed.as provided in seetiens +14; 113; and H3
section 111.

(f) Geoss INcoMB FROM BOURCES WITHIN AKD
WirHOUT UN1TED STATES.—For computation of gross ins
come from sources within and without the United States,
see section 119.

SEC. 23. DEDUCTIONS FROM GROSS INCOME.

In computing net income there shall be allowed as
deductions:

(a) Exernsus.—All the ordinary and necessary ex-
penses paid or incurred during the taxable year in cqrrying

on any trade or business, including a reasonable allowance
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for salaries or other ‘compensation for personal services
aétually rendered; traveling expenses (including the entire
amount expended for meals and lodging) while away from
home in the pursuit of a trade or business; and rentals
or other payments required to be made as a condition to
the continued use or uossession, for purposes of the trade
or business, of property to which the taxpayer has not
taken or is not taking title or in which he has no equity.

(b) InTerEST.—AIl interest paid or accrued within
the taxable year on indebtedness, except 43} on indehted-

ness incurred or continued to purchase or carry obligations

or seenritios (other than obligations of the United States

‘issued after September 24, 1917, and originally subscribed
-for by the taxpayer) the interest upon which- is wholly

exempt from the taxes imposed by this' title—er {3} em
indebtedness ineurred or eontinued in eonneetion with the
purehasing or earrying of an ennuity.

'(6) Taxes GBNERALLY.—Taxes paid or accrued

- within the taxable year, except—-

: (1) Federal - income, war-profits, and excess-
profits taxes impesed by the authority of the United
Siokee: |

it . . (2) income, war-profits, and excess-profits taxes
imposed by the authority of any foreign country or pos-
session of the United States; but this deduction shall be
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allowed in the case of a taxpayer who does not signify
in his return his desire to have to any extent the
benefits of section 131 (relating to credit for taxes
of foreign countries and possessions of the United
States) ; and
(3) ecstate, inheritance, legacy, succession, and
ift tazes; and
48} (4) taxes assessed against local benefits of a
kind tending to increase the value of the property
assessed ; hut this paragraph shall not exclude the allow-
ance as a deduction of so much of such taxes as is
~ properly allocable to maintenance or interest charges.
Fer the purpese of this subsection; estate; inhenitenee; logacy;
and sueeession taxes aecerud on the due date thereef; exeept
s otherwise providod by the law of the jurisdistion imposing
saeh taxes; and shell be ollowed as o deduetion enly to the
estates
(d) Taxes oF SHARRHOLDER PAID BY CORPORA-
TION.—The deduction for taxes allowed by subsection (c)
shall be allowed to a corporation in the case of taxes
imposed upon a shareholder of the corporation upon his
interest as shareholder which are paid by the corporation
without reimbursement from the shareholder, but in such
cases no deduction shall be allowed the shaieholder for the

amount of such taxes.
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(e) Losses BY INDIVIDUALS.—Subjeet to the limite-
tions provided in subseetion {r)- of this seetion; in In the
case of an individual, losses sustained during the taxable
year and not compensated for by insurance or otherwise—

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

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

(8) of property not connected with the trade or
business, if the loss arises from fires, storms, shipwreck,
or other casualty, or from theft. No loss shail be allowed
a8 & deduction under this paragraph if at the time of
the filing of the return such loss has been claimed as

a deduction for estate tax purposes in the estate tax

return.

(f) Losses BY CORPORATIONS.—Subjeet to the limi-
taﬁompmédeéhsabseeﬁen{-r)-eﬂhiaseeﬁomialnthe
case of a corporation, losses sustained during the taxable
year and not compensated for by insurance or otherwise.

(9) WAGERING Lo8SES.—Losses from wagering
transactions shall be allowed only to the extent of the gains
from such transactions.- !

42} (k) Basis yor DETERMINING Loss.—The basis
for determining the amount of deduction for losses sustained,
to be allowed under subsection (e) or (f), shall be the
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adjusted besis provided in section 113 (b) for detefmining
the gein or loss from the sale or other disposition :of
property. '

) (i) Loss oN WaSH SALES OF ST00OK OR SBEOURI-
168, —For disallowance of loss deduction in the case of
sales of stock or securities where within thirty days before
or after the date of the sale the taxpayer has acquired
substantially identical property, see section 118,

(i) CapitaL Lo8SES.—Losses from sales or ex-
changes of capital assets shall be allowed only tv the evtont
provided in section 117(d).. '

4 (k) Bap DeB18.—Debts ascertained to be worth-
less and charged off within the taxable year (or, in the discre-
tion of the Commissioner, a reasonable addition to a reserve
for bad debts) ; and when satisfied that a debt is recover-
able only in part, the Commissioner may allow such debt.
in an amount not in excess of the paﬁ charged off within
the taxable year, as a deduction.

4k} (1) DEPRECIATION.—A reasonable allowance for
the exhaustion, wear and tear of property used in the trade or
business, including a reasonable. allowance for obsolescence.
In the case of property held by one person for life with
remainder to another  person, the deduction shall be com-
puted as if the life tenant were the absolute owner of the
property and shall be allowed to the life tenant, In the
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- case of property held in trust the allowable deduction shall
" be apportioned between the income beneficidries and the
trustee in accordance with the pertinent provisions of the
instrument creating the trust, or, in the absence of such
provisions, on the basis of the trust income allocable to each.
44 (m) DEPLETION.—In the case of mines, oil and gas

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

ance for depletion and for depreciation of improvements,

© ® WS R B ® O -

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

sonable allowance in all cases to be made under rules and
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regulations to be prescribed by the Commissioner, with the
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approval of the Secretary. In any case in which it is ascer-

Pk
(<]

tained as a result of operations or of development work that
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the recoverable units are greater or less than the prior esti-
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mate thereof, then such prior estimate (but not the basis for
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depletion) shell be revised and the allowance under this
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subsection for subsequent taxable years shall be based upon
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such revised estimate. In the case of leases the deductions

shall be equitably apbortioned between the lessor and lessee.
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In the case of property held by one person for life with
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remainder to another person, the deduction shall be computed '
as if the life tenant were the absolute owner of the propeity

and shall be allowed to the life tenant. In the case of
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property held in trust the allowable deduction shall be appot-
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tioned between the income beneficiaries and the trustee in
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accordance with the pertinent provisions of the instrument
creating the trust, or, in the absence of such provisions, on
the basis of the trust income allocable to each. (For per-
centage depletion allowable under this subsection, see section
114(b), (3) and (4).)

+m) (n) Basis FOB DEPRECIATION AND DEerLE-
110N.—The basis upon which depletion, exhaustion, wear
and tear, and obsolescence are to be allowed in respect
of any property shall be as provided in section 114.

{2} (o) CHARITABLE AND Orurs CONTZRIBU-
TI0N8.—In the case of an individual, contributions or gifts
made within the taxable year to or for the use of:

(1) the United States, any State, Territory, or
any political subdivision thereof, or the District . of
Columbia, for exclusively public purposes;

(2) a corporation, or trust, or community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientific, literary, or educa-
tional purposes, or for the prevention of cruelty to
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder
or individual, and no substantial part of the activities
of which is participation in partisan politics or is carry-
ing on propuganda, or otherwise atlempting, to influence

legislation;
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1 (8) 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
(f 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 ary 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
18 religious, charitable, scientific, literary, or educational
14 purposes, or for the prevention of cruelty to children
15 | or animals;

16 to an amount whiql; ‘i'n all the above cases combined docs
17 not exceed 15 per éell't}]m of the taxpayer’s net income ns
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 {0} Foruni EXPRNSES IN CASH OF CASUAL SALES
25 or Rean ProrEr®Y—In the ense of o easual sele or other
J. 48873——3
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ecasua! dispesition of real property by an individual; o reasen-
the provisiens of the eentraet under which such sale er
other dispesition was mnde; under sieh regulations e the
Comnisisoner; with the approvel of the Seeretory; mey
preseribe; ineluding the giving of o bend; with such sureties
eomputed witheat the benelit of this subseetion) as ﬁh:
{notwithstanding any statuto of limitations) of the tax; eom-
puted without the benefit of this subseetion; in respeet of any
nmounts alowed as o deduction under this subseetion and
not aetunily expended in earrying out the provisions ef sueh
eontraet:

(p) Divipenps Receivep BY CORPORATIONS.—In
the case of a corporation, the amount received as dividends—

1) from o domestie eorporation whieh is subjee

to texation under this title; or
dividends from a domestic corporation which is subject to
taxation under this title.

{2} from eny forcign corporation when it is shown

to the satisfaetion of the Commissioner that mere then

80 per eentum of the gross ineome of such foreign

corporation for the threo-year peried ending with the

close of its taxable your preceding the deelaration of



L ® I S Ot = U0 D =

_ S ©® ® a9 & o o @™ o o~ &

23
24
25

35

such dividends {or for sueh part of sueh peried as the

foreign eorporation has been in existenee) was derived

from sourees within the United Stutes us determined

under section 110-

The deduction allowed by this subsection shall not be allowed
in respect of dividends received from a corporation organized
under the China Trade Act, 1922, or from a corporation
which under section 251 is taxable only on its gross income
from sources within the United States by reason of its
receiving a large percentage of its gross income from sources
within a possession of the United States.

(q9) PensioN Trusts.—An employer establishing or
maintaining & pension trust to provide for the payment of
reasonable pensions to his employees (if such trust is exempt
from tax under section 165, relating to trusts created for the
exclusive benefit of employees) shall be allowed as a deduc-
tion (in addition to the contributions to such trust during the
taxable year to cover the pension liability accruing durihg
the year, allowed as a deduction under subsection (a) of
this section) a reasonable amount transferred or paid into
such trust during the taxable year in excess of such con-
tributions, but only if such amount (1) has not theretofore
been allowable as a deduction, and (2) is apportioned in
equal parts over a period of ten consecutive years beginning

with the year in which the transfer or payment is made,
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{ Any deduction allowable under section 23 (q) of the Reve-
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nue Act of 1928 or the Revenue Act of 1932 which under
such section was apportioned to any taxable year subsequent
to the taxable year 1031 shall beginning after December 31,
1933, 'shall be allowed as a deduction in the yeais to which
so apportioned to the extent allowable under such section

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

{1} Ipmrasson on Srock Lossus—

{4} Fouses from sules or exehanges of stoeks and
bonds +en defined in subseetion {¢) ef this seetion)
which ore nob copitel asvets {ae defined in seotion 104}
shall bo allowed only to the extent of the gains frem
stieh: sales or exchanges {ineluding geins which mey
be desived by o taxpayer from the retirmont of his

{3} This subscetion shall not apply to o dealer in
secusities {an to stooks and bonds aequived for resale
to eustomers) in respeet of transactions in the ordinary
eoutse of his business; nor to & banlk or trust company
incorporated under the laws of the United Siates or
of any Stete or Territory:

{o) Samn—Suons Sarus—Ror the purpoves of this

23 title; gaino or losses (A from shert sales of stoeks and bonds;
24 or {B) attributable to privileges or options to buy or sell
25 saek stocks and bends; er {O} from seles er exehanges of
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sich privileges or options; shall bo eonsidered es gains or
losses from sales or cxchanges of stocks or bonds which
are nob eapitel assets: ’

4t} Depnuzion oF S20cks AND BoNps—As used
in subseetions {r) and {s}); the term “stoeks and bonds™
mouns 1} shares of siook in any eorporation; or 43} righto
to subseribo for or to reccive such shares; or {3} bonds;
debentures; notes; or eertifieates or other evidenees of indebt-
odnos; oaud by amy corporation {other then @ government
or politieal subdivision thereof); with interest eoupons or in
rogistored form; or {4} cortificaton of profit; or of interest
in property or aeewmulntions; in any investment trust. or
sinilar orgenization holding or dealing in any of the instru-
monts mentioned or deseribed in this subsection; rogardiess
of whether or not such investmens trust or similar ergani-
sation eonstitutes & corporation within the meaning of this
Aotz

SEC. 24. ITEMS NOT DEDUCTIBLE.

>
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(a) GeNERAL RULE.—In computing net income no

deduction shall in any case be allowed in respect of—

[
<

(1) Personal, living, or family expenses;

[
p—

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

()
[\

permanent improvements or betterments made to

L
> o

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

(4) Premiums paid on any life insurance policy
covering the life of any officer or employee, or of any
person financially interested in any trade or business
carried on by the taxpayer, when the taxpayer is
directly or indirectly a beneficiary under such pelicys
policy;

(5) Any amount otherwise allowable as a deduc-
tion which is allocable to one or more classes of income
other than interest (whether or not any amount of
income of that class or classes is received or accrued)
wholly cxempt from the taxes imposed by this title; or

(6) Loss from sales or exchanges of property,
directly or indirectly, (4) between members of a family,
or (B) except in the case of distributions in liquidation,
between an individual and a corporation in which such
indiidual owns, dirvectly or indirectly, more than 50 per
centum in value of the outstanding stock. For the pur-
pose of this paragraph—( (') an indiidual shall be con-
sidered as owning tI;e stock owned, directly or indirectly,
by his family; and (D) the family of an indiwvidual shall
include only his brothers and sisters (whether by the
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{ whole or half blood), spouse, ancestors, and lineal
descendants.

(b) HoLDERS OF LIFE OR TERMINABLE INTEREST,—
Amounts paid under the laws of any State, Territory, Dis-
trict of Columbia, possession of the United States, or foreign
country as income to the holder of a life or terminable inter-
est acquired by gift, bequest, or inheritance shall not be
reduced or diminished by any deduction for shrinkage (by

® P a3 S R e W W

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 {k}- (1)
12 and {3} (m) of section 23) for the purpose of computing the
18 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 (¢) TAx WiTHHELD ON TAX-FREE COVENANT
18 BonNps.—For non-deductibility of tax withheld on tax-free
19 covenant bonds, seo section 143 (a) (3).

20 SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.
21 There shell be ellowed for the purpese of the normel
22 tax; but not for the surtex; the following eredits against the

23 neb ineome:

S ————
- =&
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{e} Drapenps—The amount reecived as dividends—
) from o domestie eorporation whiech is subjeet
to taxation under this title; or
{2} from o foreign ecorperation when i is shewn
to the satisfaetion of the Commissioner that mere then
50 per eontumn of the gress income of sueh foreign
eorporation for tho three-year period ending with the
elose of its taxable year preceding the deelaration of
sueh dividends {or for sueh part of such period as the
eorporation hos been in existence) weas derived frem
gourees within the United States ao determined under

the provisiens ef seetion 110:

The eredit ollowed by this subseetion shell net be
aliowed in respeet of dividends received from a eorporation
erganized under the China Trade Aet; 1093; or from & cor-
portion whick under seetion 251 is taxable enly on its grose
ineome from sourees within the United States by reasen of
#9 roooiving o lerge pereentage of ite gress income frem
gourees within & possession of the United States;

b} beepnuse oN UNEsD S2ATHS OBLIGATIONS—
The amount reccived ao interest upon obligations of the
United Btates which is ineluded in gross ineonje under

-(e-)-lgsﬁsemEmm&——Inthemef&séﬂgle
person; & personel exemption of $1,000; or in the ease of
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the head of o family or o married person living with husband
or wife; o poreonal exemption of $3,600: A husband and
tiot: The ammeunt of sueh peronal exemption shell be
$2,600: I sueh hushend and wife make separate relurns
the personal exemption may be teken by either or divided
between thep:

4d) Caupir ron Durnbunes—8400 for each per-
gon {other than husbnnd er wife} dependent upen end
reeoiving his ehief suppert frem the texpayer i sueh
dependent person is under eighteen yeurs of age or is ines
pable of self-suppors beeause mentally or physieally defoetive:

e} CHANGE oF Seasus—I the status of the tex-
peyer; in so for a0 it affeets the persenel exemption or eredit
for dopendents; changes during the taxsble year; tho per-
sonel exemption and eredit shall be appertioned; under rules
and regulations presoribed by the Cemmissioner with the
approvel of the Seorotary; in necordnnee with tho number
of months before and after such change: For the purpese
of sueh apportionment o fraetional purt of & month shell be
disregarded unless ib exounts to more then helf o month in
which ense it shall bo considered a0 o month: |

(a) CREDITS FOR NoRMAL Tax ONLY.~—There shall
be allowed for the purpuse of the normal taz, but not for

the surtaz, the following credits against the met income:
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(1) DiviDENDS.—The amount recewed as divi-
dends from a domestic corporation which 1is subject
to tazation under thes title. The credit allowed by this
paragraph shall not be allowed in respect of diwidends
received from a corporation organized under the China
Trade Act, 1922, or from a corporation which under
section 251 13 taxable only on its gross income from
sources within the United States by reason of its re-
cetving a large percentage of ils gross income from
sources within a possession of the United States.

(2) INTEREST ON UNITED STATES OBLIGA-
T10NS.—The amount received as interest upon ob-
ligations of the United States which s included in
gross income under scction 22.

(3) INTEREST ON OBLIGATIONS OF INSTRU-
MENTALITIES OF THE UNITED STATES.—The amount
received as interest on obligations of a corporation
organized under Act of Congress, if (A) such corpora-
tion is an instrumentality of the United States; and
(B) such interest is included in gross income under
seclion 22; and (C) under the Act authorizing the
issue thereof, as amended and supplemented, such
interest is exempt from normal tazx.

(4) EARNED INCOME CREDIT.—10 per centum

of the amount of the earned net income, but not in
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| excess of 10 per centum of the amount of the net incofe.
9 (5) EARNED INCOME DEFINITIONS.—For 'the
3 purposes of this section—

4 (4) “ 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 tazpayer éngaged in a trade
19 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
921 be considered as earned income.
99 (B) “ Earned income deductions” means
923 such deductions as are allowed by section 23 for
24 the purpose of computing net income, and are




© ® I D O e 2 W e

Lo i~
N = O

13
14
15
16
17
18
19
20

22
23
24
25

44
properly allocable to or chargeable against earned
income.

(C) “ Earned net income” means the e-
cess of the amount of the earned income over the
sum of the earned income deductions. If the
tazpayer's net income is not more than $3,000,
his entire net income shall be considered to be
carned net income, and if his net income 18 more
than $3,000, his earned net income shall not be
considered to be less than $3,000. In no case
shall the earned net income be considered to be
more than $20,000.

(b) CrepiTs FOR BorH NormaL Tax AND Surn-
14X, —There shall be allowed for the purposes of the normal
tax and the surtax the following credits against net income:

(1) PERSONAL EXEMPTION.—In the case of a
single person, a personal exemption of $1,000; or in -
the case of the head of a family or a married person
living with husband or wife, a personal exemption of
$2,500. A husband and wife living together shall
recewe but one personal exemption. The amount of
such personal exemption shall be $2,500. If such
husband and wife make separate returns, the personal
exemption may be taken by either or diwided between
them.
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(2) CREDIT FOR DEPENDENTS.—$400 for each
person (other than husband or wife) dependent upon
and recewing his chief support from the taxpayer if
such dependent person 18 under eighteen years of age
or 18 incapable of self-support because mentally or
physically defective.
(3) CHANGE OF 8TATUS.~—If the status of the
taxzpayer, in so far as it affects the personal exemption
or credit for dependents, changes during the taxable
year, the peréonal exemption and credit shall be ap-
portioned,” under rules and regulations prescribed by
the Commissioner with the approval of the Secretary,
in accordance with the number of months before and
after such change. For the purpose of such apportion-
ment a fractional part of a month shall be disregarded
unless it amounts to more than half a month in which
case it shall be considered as a month.
SEC. 26. CREDITS OF CORPORATION AGAINST NET INCOME.

For the purpose only of the tax imposed by section 13
there shall be allowed as a credit against net income the
amount received as interest upon obligations of the United
States or of corporations organized under Act of Congress
which is ineluded in gross ineome under seetion 323 allowed
to an individual as a credit for purposes of normal tax by

- gection 25(a) (2) or (3).
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Part III—Credits Against Tax
SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

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

SEC. 32. TAXES WITHHELD AT SOURCE.

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

MENTS.

{e) CrEDIF FoR OvERPAYMENSS—For credit against
the tax of overpayments of taxes imposed by this title for
other taxable years, see section 322. | .
ageinsh the tax of amounts of tax paid for o fiseal year
beginning in 1031 and ending in 1U32; see seetion 132:
Part IV—Accounting Periods and Methods of Accounting
SEC. 41. GENERAL RULE,

The net income shall be computed upon the basis of
the taxpayer’s annual accounting period (fiscal year or
calendar year, as the case may be) in accordance with the
method of accounting regularly employed in keeping the

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

[y,

clearly reflect the income, the computation shall be made
in accordance with such method as in the opinion of the
Commissioner does clearly reflect the income. If the tax-
payer’s annual accounting period is other than a fiscal year
as defined in section 48 or if the taxpayer has no annual
accounting period or does not keep books, the net income

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

L W a9 S v e W W

use of inventories, see section 22 (¢).)

SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME

[ Y
- O

INCLUDED.

[
(]

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

cluded in the gross income for the taxable year in which

fa—y
o0

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

[oary
.

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

i
O

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

[ S
3 O

of the death of a taxpayer there shall be included in computing
net income for the tazable period in which falls the date of

[o—y
(e o}

his death, amounts accrued up to the date of his death if not

[ T
(=R e

otherwise properly includible in respect of such period or a

[
[y

prior period.

N
[

SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS

TAKEN.

D N
> W

The deductions and credits provided for in this title shall

be taken for the taxable year-in which “ paid or acerued ” or

]
o
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‘ paid or incurred ”’, dependent upon the method of account-
ing upon the basis of which the net income is computed,
unless in order to clearly reflect the income the deductions
or credits should be taken as of a different period. In the
case of the death of a taxpayer there shall be allowed as
deductions and credits for the taxable period in which
falls the date of his death, amounts accrued up to the
date of his death if not otherwise properly allowable in
respect of such period or a prior period.

SEC. 44. INSTALLMENT BASIS.

(a) DrAvkgs IN PErSONAL PROPERTY.—~Under regu-
lations prescribed by the Commissioner with.the approval
of the Secretary, a person who regularly sells or otherwise
disposes of personal property on the installment plan may
return as income therefrom in any taxable year that propor-
tion of the installment payments actually received in that
year which the gross profit realized or to be realized when
payment is completed, bears to the total contract price.

(b) SALES oF REALTY AND CASUAL SALES of PEr-
SONALTY.—In the case (1) of a casual sale or other casual
disposition of personal property (other than property of a
kind which would properly be included in the inventory of
the taxpayer if on hand at the close of the taxable year),
for a price exceeding $1,000, or (2) of a sale or other dis-
position of real property, if in either case the initial pay-
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‘ments do not exceed 40 per eentum of the selling prico

1
2 30 per centum of the selling price (or, in case the sale or
3 other disposition was in a tazable year beginning prwr to
4 January 1, 1934, the percentage of the selling price pre-
5 scribed 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 (2) elects for any taxaBle year to report his net income on
16 the installment basis, then in computing his income for tho
17 year 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 uroN DiSPOSITION OF INSTALL-
22 MENT OBLIGATIONS.—If an installment obligation is satis-
23 fied 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—4
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and (1) in the case of satisfaction at other than face value
or a sale or exchange—the amount realized, or (2) in case
of a distribution, transmission, or disposition otherwise
than by sale or exchange—the fair market value of the
obligation at the time of such distribution, transmission, or
disposition. Any gain or loss so resulting shall be considered
as resulting from the sale or exchange of the property in
respect of which the installment obligation was received.
The basis of the obligation shall be the excess of the face
value of the obligation over an amount equal to the income
which would be returnable were the obligation satisfied in
ful.  This subsection shall not apply to the transmission at
death of installment obligations if there is filed with the
Commissioner, at such time as he may by regulation pre-
scribe, a bond in such amount and with such sureties as he
may deem necessary, conditioned upon the return as income,
by the person receiving any payment on such obligations, of
the same proportion of such payment as would be returnable
as income by the decedent if he had lived and had received
such payment.
SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

In any case of two or more tredes e organizalions,
trades, or businesses (whether or not incorporated, whether
or not organized in the United States, and whether or not

affiliated) owned or controlled directly or indirectly by the



© 00 3 S O B L DN e

BN DD RO BN DD BD et ek ek md ek ek ek ek ek et
St b W NN = O O ®©® =9 O Ot B WD e O

w .

51

same interests, the Commissioner is authorized to distribute,
apportion, or allocate gross income or deductions between or
among such txades er organizations, trades, or businesses, if
he determines that such distribution, apportionment, or allo-
cation is necessary in order to prevent evasion of taxes or
clearly to reflect the income of any of such trades o organi-
zations, trades, or businesses.

SEC. 46. CHANGE OF ACCOUNTING PERIOD.

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

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

(a) ReTurNs For SHorT PERIOD RESULTING FROM
CHANGE OoF ACCOUNTING PERIOD.—If a taxpayer, with
the approval of the Commissioner, changes the basis of com-
puting net income from fiscal year to calendar year a separate
return shall be made for the period between the close of the
last fiscal ‘year for which return was made and the following
December 31. If the change is from calendar year to
fiscal year, a separate return shall be made for the period

between the close of the last calendar year for which return
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was made and the date designated as the close of the fiscal
year. If the change is from one fiscal year to another fiscal
year a separate return shall be made for the period between
the close of the former fiscal year and the date designated as
the close of the new fiscal year.

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

(c) INcoME PLACED ON ANNUAL Basis—If a
separate return i3 made under subsection (a) on account
of a change in the accounting period, the net income, com-
puted on the basis of the period for which separate return
is- made, shall be placed on an annual basis by multiplying
the amount thereof by twelve and dividing by the number
of months included in the period for which the separate
return is made. The tax shall be such part of the tax
computed on such annual basis as the number of months.
in such period is of twelve months.

(d) Carwar Nz GANS AND Losses—EARNED

IncoME.—The Commissioner with the approval of the
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Secretary shall by regulations prescribe the method of apply-
ing the provisions of subsections (b) and (c) (relating to
computing income on the basis of a short period, and plac-
ing such income on an annual basis) to cases where the
taxpayer makes a separate return under subsection (a) on
account of a change in the accounting period, and it appears
that for the period for which the return is 80 made he has
derived o enpital meb guin; or sustained a eapitel net loss;
o received earned income.

(e) RepuctioN OF CrEDITS AGAINST NET IN-
coME.—In the case of a return made for a fractional part
of a year, cxcept a return made under subsection (a), on
account of a change in the accounting period, the personal
exemptioﬁ and credit for dependents shall be reduced respec-
tively to amounts which bear the same ratio to the full
credits provided as the number of months in the period for
which return is made bears to twelve months.

(f) CrosiNG OF TAXABLE YEAR IN CASE OF JEOP-
ARDY.—For closing of taxable year in case of jeopardy, see
section 146.

SEC. 48. DEFINITIONS.

When used in this title—

. (8) Taxasrk YEAR.— Taxable year ” means the cal-
endar year, or the fiscal year ending during such calendar ycar,
upon the basis of which the net income is computed under

this Part. “ Taxable year ” includes, in the case of a retarn
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made for a fractional part of a year under the provisions of
this title or under regulations preseribed by the Commissioner
with the approval of the Secretary, the period for which such
return is made. The first texeble year; to be eolled the
texable year 1083; shell be the eplendar year 1832 or any

(b) FsoAr YmAr—“Fiscal year” means an
accounting period of twe];re months ending on the last day
of any month other than December.

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

(d) Trapk or Busixgss—The term “ trade or
business” includes the performance of the functions of «a
public office. )

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

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

(1) Every individual having a net income for

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

married and not living with husband or wife;
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(2) Every individual having a net income for
the taxable year of $2,500 or over, if married and
living with husband or wife; and

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

(b) HusBaND AND WIFE—If a husband and wife
living together have an aggregate net income for the taxable
year of $2,500 or over, or an aggregate gross income for
such year of $5,000 or over—

(1) Each shall make such a return, or

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

(c) PrrsoNs UNDER DiISABILITY.—If the taxpayer
is unable to make his own return, the return shall be made
by a duly authorized agent or by the guardion or other
person charged with the care of the person or property of
such taxpayer.

(d) Fuciarres.—For returns to be made by fidu-
ciaries, sco section 142,

SEC. 52. CORPORATION RETURNS.

(a) .REQUIREMENT.—Every corporation subject to

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

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 treasurer or assistant treastirer treasurer, assistant
treasurer, or chief accounting officer. In cases where
receivers, trustees in bankruptey, 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 corporatious 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) CoxsoLDATED RerurNs.—For provision as to
consolidated returns of affiliated curporations, see section
141.
SEC. 53. TIME AND PLACE FOR FILING RETURNS.

(a) TiME POB FrLING.—

(1) GENERAL RULE.—Returns made on the basis
of the calendar year shall be made on or before the 15th
day of March following the close of the calendar year.
Returns made on the busis of a fiscal year shall be
mwade 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 reasouable extension of time for filing
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returns, under such rules and regulations as he shall
prescribe with the approval of the Secretary. Except
in the case of taxpayers who are abroad, no such
extension shall be for more than six months.
(b) To WuoM RETURN MADE—
(1) INpIviDUALS.—Returns (other than cor-
poration returns) shall be made to the collector for
the district in which is located the legal residence or
principal place of business of the person making the
return, or, if he has no legal residence or prineipal place
of business in the United States, then to the collector at
Baltimore, Maryland.
(2) OontATIONé.—Bemms of corporations
shall be made to the collector of the district in which is
located the principal place of business or principal office
or agency of the corporation, or, if it has no principal
place of business or principal office or agency in the
United States, then to the collector at Baltimore,
Maryland.
SEC. 54. RECORDS AND SPECIAL RETURNS.

(a) BY TaxpaykR.—Every person liable to any tax
imposed by this title or for the collection thereof, shall keep
such records, render under oath such statements, make such

returns, and comply with such rules and regulations, as the
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Commissioner, with the approval of the Secretary, may from
time to time prescribe.

(b) To DETERMINE LIABILITY TO TAX.—Whenever
in the judgment of the Commissioner necessary he may
require any person, by notice served upon him, to make a
return, render under oath such statements, or keep such
records, &8s the Commissiorer deems sufficient to show
whether or not such person is liable to tax under this title.

(c) INFORMATION AT THE SOURCE.—For require-
ment of statements and returns by one person to assist in
determining the tax liability of another person, see sections
147 to 150.

SEC. 55. PUBLICITY OF RETURNS.

Returns made under this title shall be open to inspection
in the same manner, to the snme extent, and subject to the
same provisions of law, including penalties, as returns made
under Title II of the Revenue Act of 1926; and all returns
made under this Act efter June 16; 1933; shall constitute
public records and shall be open to public examination and
inspection to such extent as shall be authorized in rules and
regulations promulgated by the President.

SEC. 56 PAYMENT OF TAX.

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

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

(c) EXTENsION OF TIME FOR PAYMENT.—At the
request of the taxpayer, the Commissioner may extend the
time for payment of the amount determined as the tax by
the taxpayer, or any installment thereof, for a period not to
exceed six months from the date prescribed for the payment
of the tax or an installnent thereof. In such case the amount
in respect of which the extension is granted shall be paid on
or before the date of the expiration of the period of the
extension.

(d) VOLUNTARY ADVANCE PAYMENT.—A tax m-

posed by this title, or any installment thereof, may be paid,
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at the election of the taxpayer, prior to the date prescribed
for its payment.

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

(f) Tax WITHHELD AT SOUBOE.——-FOI'.' requirement
of withholding tax at the source in the case of nonresident
aliens and foreign corporations, and in the case of so-called
‘“ tax-free covenant bonds ”’, see sections 143 and 144.

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

(h) Reoerprs—Every collector to whom any pay-
ment of any income tax is made shall upon request give to
the person making such payment a full written or printed
receipt therefor. stating the emount paid and the pariieular
aooount for whieh such payment wes mades and whenever
mydebserpeﬂtuesenaeemépaymemsmadeeﬂobe'
made by him to separate ereditors ihe eolleetor shall; if
requested by sueh debtor; give & separate reeeipt for the tax
paid on aceount of each ereditor in such form that the debtor
ean eonveniently produce such reeeipts soparetely o his sev-
eral ereditors in satisfaetion of their respeotive demands up to
the emeunte stated in the reecipte; and sueh reeeipt shall be
sufficient evidenee in fover of such debior to justify him in
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withholding from his next payment to his eroditor the amoust
therein siateds bub the ereditor may; upon giving o his
debior o full writhen rescipt acknowlodging the peyment to
him of any sum sotually paid and acecpting the ameant of
oz poid 00 aforossid {(spocilying the same) as o furiher
satisfaction of the debt to that ameunt; require the surrender
to birn of uch eollesior’s receipt

SEC, 57. EXAMINATION OF BETURN AND DETERMINA-

[e—y
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TION OF TAX.

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

[y
<

missioner shall examine it and shall determine the correct

(S
[y

amount of the tax.

-
W

SEC. 58. ADDITIONS TO TAX AND PENALTIES.

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

oy
-

fraud in the nonpayment of tax or failure to file return

[y
o

therefor, see Supplement M.

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

[aary
-3

failure to file zcturn therefor, see section 145,

[y
Qo

SEC. 59. ADMINISTRATIVE PROCEEDINGS.

[y
<o

For administrative proceedings in respect of the non-

DO
<

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

[
P

as follows:

[ 3]
N

(a) Bupplement L, relating to assessment and collec-

|3
[T

tion of deficiencies.

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

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

(d) Supplement O, relating to overpayments.

Part VI—Miscellaneous Provisions
SEC. 61. LAWS MADE A‘PPLICABLE.

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

SEC. 62 RULES AND REGULATIONS.

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

SEC. 63. TAXES IN LIEU OF TAXES UNDER 1638 1932 ACT.

The taxes imposed by this title shall be in lien of the
corresponding taxes imposed by the seetiens ef the Revenue
Acet of 1038 bearing the same numbers Revenue Act of 1932.
SEC. 64. SHORT TITLE.

This title may be cited as the “Income Tax Act of
1933 1934.”

S8EG: 6 EFRECTIVE DATE OF THLE

This title shell take effeet a8 of January i; 1032; exeept
thas seetions 145 and 150; and this seosion; shall takie effeet
on the ennotment of this Ael:
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SUBTITLE C—SUPPLEMENTAL PROVISIONS

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

8SEG, 105, GARITAL NET GAINS AND 1.088ES,

{a) Fax B¥ CASE oF CAPiErt, NP Gain—1In the
ease of eny taxpayer; other than o eorporation; who for eny
taxable year derives o capitel net gain {as hereinsfter
defined in this seetien); there shall; at the eleetion of the
taxpayer; be levied; coliceted; and paid; in Liew of all other
taxes imposed by this title; o tax determined es follows:
A pertiel tax chall first be eomputed upon the basis of the
ordinary net ineome ab the retes and in the manner as H thiy
seetion hed net been enacted and the total tax shall be this
amount plus 124 per ecntum of the eapiial neb gein:

b} Fax 8% Casp oF CaPiexh Nug Losi—In the
ease of any taxpayer; other than o eorperation; whe for any
taxable year susteins & eapital net loss fas horeinafter defined
in this seetion); there shall be levied; eollectod; and paid; in
Lieu of all other taxes imposed by this title; a tax determined
a8 folows: A partial tax shall fires be eomputed upon the
basis of the erdinary met income ab the rates and in the
manner a9 if this seetion had not been enacted; and the total
tax shall be this ameunt minus 134 per eentum of the eapital
net lose; but in no ease shall the tax of & taxpayer who has
sustained o eapital net less be less than the tax eomputed
without regard to the provisions of this seetion:
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{e) Derpasions—For the purposes of this title—

{4} “Chpiiel goin means tozablo gain from the
sale or exchange of eapital nceele eensummated after
Deoomber 81; 1831+ '

{3} “Copital loss™ means deduetible loss result-
ing from the sale or exchange of eapital assets: ‘
08 aro allowod by seetion 38 for the purpese of eom-
puting net ineome; and are properly alleeable to or
ehorgoable against eapiial asceis sold or exehanged
during the laxable yeorr
ollowed by seetion 23 other then eapitel losses and
eapitel deduetions:

{b) “Capital net gain" means the exeess of the
total amount of eapitel gain over the sum of {A) the-
capital dedueiions and eapilal losses; plus (B} the
omount; if amy; by which the ordinery deduetions

{6) “Cepital net loss~ means the exeess of the
sumn of the eapital lopses plus the eapitel deduetions
over the {olal ameunt of eapital gain:

{# “Ordinary net inceme— means the net
ineome; eomputed in aceordance with the provisions
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of this title; after exeluding all itoms of eapital gain;
the taxpayer for mere than twe years {whether or not
eonneeted with his trade er business); but does net
inelude stoek in trade of the taxpayer or ether property
of & kind whieh would preperly be ineluded in the
inventory of the lexpayer if on hand at the elose of
fhe taxable year; er property held by the texpayer
primarily for sale in the eourse of his trade or business:
Feor the purposes of this definition—

- {A} In determining the peried for which the
taxpayer hes held property reecived on on exr
ehange there shall be ineluded the period for which
he held the property exchangod; if under the pror

© wvigions of seetion 113; the property reeeived has;
for the purpese of delermining gain or loss frem ¢
sale or exchange; the pame hasis in whele er in
part in his hands as the property exchanged: ;
B} In delenmining ihe period for which the
taxpayer has beld proporty howover aequired there
shall be ineluded the period for which sueh prap-
erty wao held by any other porsgn; if under the
provisiens of seetion 113; sueh propory: hus; for
the purpese of determining gain or loss from o sele

J.48873—>5
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or exchange; the same basis in whele or in pars
in his hands a8 it would have in the bands of such
other persen:

{6} In determining the period for whieh the
taxpayer has held stoek or seeuritien reeeived upon
o distribution where ne gain is reeognized to
the distributee under the provisions of seetion 113
{g) of this Aet or the Revenue Aet of 1028; there
shall be ineluded the period for whieh he held the
stoek or seeurities in the distributing eorperation
prior to the receipt of the stoek or seeurities upen

B} In deternining the period for whieh the
taxpayer hos held steel: or securitios the aequisition
of whieh {or the eontraet or eptien to aequire
whieh) resulted in the nondeduetibility {under
seetion 118 of this Aet or the Reovenue Aet of
1038; relating to wash sales} of the loss from the
sale o other dispesition of substantially identieal
stoek or seeurities; there shell be ineluded the
period for which he held the steek or seeuritics the
loss from the sele or other dispesition of whieh was
net deduetible:

{4} ContrerioN AN PAyMuNe op Tax—The tetal

25 tax determined under subseotion (o) or (b} shall be eel-
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1 leeted and peid in the same manner; at the seme time; and
subjees to the same provisions of law; ineluding penalties; ae

{a) In the ease of o bona fide sale of mines; eil or gay
wells; o any interest therein; where the prineipal value ef
the property hes been demenstrated by prospeeting eor
exploration and diseovery work dene by the taxpayer; the
portion of the tax impesed by seetion 13 of this title attrib-
10 uiable to such sele shall not exeeed 16 por centum of the
11 selling priee of sueh property or interest:
12 4b) For limitation to 134 per eentum rate of tax
13 see seetion 10k '

= W

O o -~ O Ot

14 SEC. 168 101. EXEMPTIONS FROM TAX ON CORPORATIONS.
15 The following organizations shall be exempt from

16 taxation under this title—

17 (1) Labor, agricultural, or horticultural organj:
18 zations;

19 (2) Mutual savings banks not having a capital
20 stock represented by shares;

21 (8) Fraternal beneficiary societies, orders, or
22 associations, (A) operating under the lodge system er:
23 for the exclusive benefit of the members of a fratemity
94  itself operating under the lodge system; and (B) pro--
25 viding for the payment of life, sick, accident, or other
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benefits to the members of such society, order, or
association or their dependents;

(4) Domestic building and loan associations sub-
stantially all the business of which is confined to mak-
ing loans to members; and cooperative banks without
capital stock organized and operated for mutual
purposes and without -profit;

(6) Cemetery companies owned and operated
exclusively for the benefit of their members or which
are not operated for profit; and any corporation char-
tered solely for burial purposes as a cemetery corpora-
tion and not permitted by its charter to engage in any
business not necessarily incident to that purpose, no
part of the net earnings of which inures to the benefit
of any private shareholder or individual;

(8) Corporations, and any community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientific, literary, or educa-
tional purposes, or for the prevention of cruelty to
children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder

or individual, and no substantial part of the activities of

which 18 participation in partisan politics or i8 carrying

" on propaganda, or otherwise attempling, to influence

legislation ;
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(7) Business leagues, chambers of commerce,
real-estate boards, or boards of trade, not organized for

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

to the benefit of any private shareholder or individual;

(8) Civic leagues or organizations not organized
for profit but operated exclusively for the promotion of
social welfare, or local associations of employees, the
membership of which is limited to the employees of a
designated person or persons in a particular muniei-
pality, and the net earnings of which are devoted
exclusively to charitable, educational, or recreational
purposes;

(9) Clubs organized and operated exclusively far
pleasure, recreation, and other nonprofitable purposes,
no part of the net earnings of which inures to the
benefit of any private shareholder;

(10) Benevolent life insurance associations of «
purely local character, mutual ditch or irrigation com-
panies, mutual or cooperative telephone companiés, or

like organizations; but only if 85 per centum or more of

the income consists of amounts collected from members

for the sole purpose of meeting losses and expenses;
(11) Farmers’ or other mutual hail, cyclope,

casualty, or fire insurance companies or associations

(including interinsurers and reciprocal underwriters)
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the income of which is used or held for the purpose of
paying losses or expenses;

(12) Farmers’, fruit growers’, or like associa-
tions organized and operated on a cooperative basis
(a) for the purpose of markcting the products of meir-
bers or other producers, and turning back to them the
prooeeds of saies, less the necessury marketing expenses,
on the basis of either the quantity or the value of the
products furnished by them, or (b) for the purpose of
purchasing supplies and equipment for the use of mem-
bers or other persons, and turning over such supplies
and equipment to them et actusl cost, plus necessury
expenses,  Excumption shall not be denied any such
association because it hus capital stock, if the dividend
tate of such stock is fixed at not 1o exceed the Jegal 1ate
of interest in the State of incorporation or 8 per centumn
prer annuin, whichever is greater, on the value of the
cousideration for which the stock was issued. and if
substantially all such stok  (other tuan nonvoting
preferred stock, the owners of which are not entitled
or perwited to pardcipate, direetly or indirectly, in
the profits of the wssociation, upon dissolution or other-
wise, beyond the fixed dividends) is owned by pro-
ducers who market their products or purchuse their

supplies and equipient through the associstion; nor
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shall exemption he denied any such association because
there is accumulated and maintained by it a reserve
required by State law or a reasonable reserve for any
necessary purpose. Such an association may market
the preducts of nonmembers in an amount the value
of which does not exceed the value of the products
marketed for members, and may purchase supplies and
equipment for nonmembers in an amount the value of
which does not exceed the value of the supplies and
equipment purcliased for members, provided the value
of the purchases made for persons who are neither
wetnbers uer prodacers does not exeeed 19 per centum
of the value of ull its purchases:

(13) Corporutions orgunized by an association
excnpt under the provisions of parugraph (12), or
members thereof, for the purpose of financing  the
ordinury crop operations of such members ur other pro-
ducers, and operated in conjunction with such associa-
tivi.  Exempuiva sbadl not be deaed sy such corpora-
tion because it has capital stock, if the dividend rate
of such stock is fixed at not to exceed the legal rate
of interest in the Slute of lucorporativn or 8 per ceutun
per aanu, whichever i grouter, on the value of the

cousidesation for which the stock was issued, aud if

substantially all such stock (other than nonvotiug pre-
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ferred stock, the owners of which are not entitled or
permuitted to participate, directly or indirectly, in the
profits of the corporation, upen dissolution or other-
wise, beyond the fixed dividends) i8 owned by such
association, or members thereof; nor shall exemption
be denied any such corporation because there is aceu-
mulaied and maintained by it a reserve required by
State law or a reasvuabie reserve for any necessary
purpose ;

(14) Corporutions oiganized for the exclusive pur-
pose of holdiug title to property, collecting incuine
therefroin, and turning over the entire amount thereof,
less expenses, t0 an organization which itsclf is exempt
from the tux imposed by this title;

46} Federnd tnnd bt neitomad ferm-lons wso-
eintiots; tid Fedeinl ibermedmte eredtt buiths; 88 pro-
vided i the Federad Foun Twoon Aol w8 amended;

(15) Corporatuns oryaniced under Act of Con-
gress, if such corporativns are tuitruaienialites of lie
Unucd States and of, wnder such ety as aniuded and
xupl,u't,uu'nh d, such corpurdiions are  ceanpl from
Fodeidl income iwaes;

(16) Voluntary empioyees’ beuneficiary assowas
tious providing for the payment of life, sick, accideut,

or other beuefits to the members of such associativn or
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their dependents, if (A) no part of their net earnings
inures (other than through such payments) to the bene-
fit of any private shareholder or individual, and (B)
85 per centum or more of the income consists of
amounts collected from members for the sole purpose
of making such payments and meeting expenses;
(17) Teachers’ retirement fund associations of a
purely local character, if (A) no part of their net earn-
ings inures (other than through payment of retirement
beuefits) to the benefit of any private shareholder or
individual, and (B) the income cousists solely of
amounts  received from  public taxation, amouanis
received froin sssesstuents upon the teaching salaries of
wewmbers, sud iwcome in respect of investiaents.
BEG 134 ACCUMULAHUN OF S8UKELUN F) EVADE INTKR-

{of H wuy corpurntion; however ercnted of organisgd;
i forted o evatled of for the purpose of preventing e
Hiposition of ey triernal-rovende bat upon ite shureholdam
trough the mredinm of porinitiing e gans end profis
Bocuttrtthibe inovotd of bemg divided or diswrtbutod; thore shed
e lovied; votivetod; vad puid for waed tuxnblo your wpon

the beb shovtite of R coiporuiol 4 e ogiad 0 OO por
cenit of the wimouit woreol; Wiieh shodl be i addition
to the tax hipoved by section 18 and shell be ecomputed;
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eollected; and paid upon the seme basis and in the same
manner ahd subjeet to the satne provisions of law; ineluding
penelties; as thet tax:

SEC. 102. SURTAX ON CORPORATIONS IMPROPERLY ACCUMU-
LATING SURPLUS.

(a) I4PosITION OF TAX.—There shall be levied, col-
lected, and paid for each tazable year upon the adjusted net
income of - every corporation (other than a personal hold.ing
company as defined in section 351) if such corporation,
however created or orgunized, is formed or availed of for
the purpose of preveating the imposition of the surtax wpon
s shareholders or the shareholders of any other corporation,
through the medium of permitting gaing and profits to accu-
mulate instead of being divided or distributed, a surtax equal
to the sumn of the following:

(1) 25 per centum of the amount of the adjusted
net tncome not in excess of $100,000, plus

(2) 35 per centum of the amount of the adjusted
net income in excess of $100,000.

(b) Priya Facie EvIDENCE.—The fact that any
corporation i3 & mere holding or investment ‘company, or
that the gains or profits are permitted to accumulate beyoud
the reasonable needs of the business, shall be prima facie evi-
dence of a purpose to esenpe niy intoranl-revente tax qvoid

surtaz,
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e} As used in this seetien the temn “ net ineemne =
means the neb ineome as defined in seetion 21; inerensed by
the sum of the ameunt of the dividend deduetion ellowed
under seetion 23{p) and the ameunt of the interest on
obligations of the United States iusued after September. 15
Mwhiehwe&ldbesﬂbjeetteminwheleermp&ﬁ
in the hands of an individual ewner: :

(¢) DeriNITION OF “ADJUSTED NET INCOME".—
As used in this section, the term “ adjusted net income”
meuns the nel income increased by the amount of the dividend
deduction allowed under section 23(p), but diminished by
the amount of dividends paid during the taxable year.

4d) The tax unposed by this section shall not upply
# el the shareholders of the eorporation include {at the
tie of filing their returns) in their gross ineome their
entire distributive sheres; whether distributed or net; of
the net ineome of the eorperation for sueh yeer: Any
niount g0 included in the gress meeme of o shareholder
shall be treated as o dividend reeceived: Any subsequent.
distribution mnde by the eerperation eut of the enrnings er
profits for such taxable year shall; i distributed to wny
shareholder wite hus se ineluded in his gress imeerne his
distributive share; be exempt fom tax in the ameunt of
the share so ineluded:
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(d) Tax oN PERSONAL HoLDING COMPANIES.—For
surtaz on_personal holding companics, see section 351.

SEC. 103. RATES OF TAX ON CITIZENS AND CORPORATIONS OF
CERTAIN FOREIGN COUNTRIES.

Whenever the President finds that, under the laws of
any foreign country, ciizens or corporatims of the United
States are being subjected to discriminatory or extraterri-
torial tazes, the President shall so proclaim and the rates of
tax imposed by sections 11, 12, 13, 201(b), and 204(a)
shall, for the taxable year during which such proclamation
18 made and for euck tuxable year thereafter, be doubled in
the case of each citizen and corporation of such foreign
country; but the tux at such doubled rate shall be considered
as imposed by seciion 11, 12, 13, 201(b), or 204(a), as
the case may be. In no cuse shall this section operate to
increase the lawes mposed by such sections (computed with-
out regard lo this section) to an amount in excess of 80 ner
centum of the net income of the tavpayer. Whenever the
President finds that the laws of any forewgn country with
respect to which the President has made a proclamation
under the preceding provisions of this section have been
modified so that discruminatory and ectraterriorial taxes
applicable to citizens and corporaiions of the United States
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have been removed, he shall so proclaim, and the provisions
of this section providing for doubled rates of tax shall not
apply lo ary citizen or corporation of such foreign country
with respect to any tazable year beginning after such
proclamation is made.
SEC: 105 TAXABLE PERIOD EMBRAGING YEARS WITH
DIRFERENT LAWS,

H it 18 noeossary to compute the tax for a period begin-
ning in one ealendar year -(thereinafter in this section eslled
“firgt ealoudar year™) end ending in the following ealendur
yeur {hereinniver in this seetion eutted “second enlender
year=) and the law apphenblo to the vecond ealendnr yenr
is differert from the low applienble to the first ealendur yens;
then the tax under this fitle for the peried ending during the
gsevond ealendar yenr shall be in the sum ofr (1) the seme
proportion of o tax for the entire peried; determined undes
the law applieable to the firs ealondar year and ot the rates
the firvh ealendnr yeor is of the entire peried; and {3} the
seme proportion of o tex for the entire period; delermined
under the law applieable to the sccond ealendar yeer and ad
the rates for such yeur; which the pertien of sueh period
falling within the seeond ealendar yeat is of the entire period
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Supplement B—Computation of Net Income ;
[Supplementary to Subtitle B, Part IT})

SEC. 111. DETERMINATION OF AMOUNT OF, ANB RECQG-
NITION OF, GAIN OR LOSS. N

(a) CoMPUTATION OF GAIN OR LoOss.—Exeept as
hereinaftor provided in this geetien; the The gain from the
sale or other disposition of property shall be the excess of the
amount realized therefrom over the adjusted basis provided in
section 113 (b) for determining gain, and the loss shall be
the excess of sueh the adjusted basis provided in such section
Jor delermining loss over the amount realized.

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

(¢) RECOGNITION OF GAIN OR Loss.—In the case of
a sale or exchange, the extent to which the gain or loss
deterinined under this section shall be recognized for the
purposes of this title, shall be determined under the provi-
sions of section 112. ‘

(d) InsTALLMENT SALiS-—Nothing in this sec-
tion shall be construed to prevent (in the case of property
sold under contract providing for payment_ in ingtallments)
the taxation of ‘that portion of any installment payment
representing gain or profit in the year in which such pay-

ment is received.
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SEC. 112 RECOGNITION OF GAIN OR LOSS.

(2) GENERAL RuLE—Upon the sale or exchange of
property the entire amount of the gain or loss, determined
under section 111, shall be recognized, exeei;t as hereinafter
provided in this section.

O L (o8 (b U=f

¢ (b) ExcHANGES SOLELY IN KIND.—

q (1) PROPERTY HELD FOR PRODUCTIVE 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 vther
11 property held primarily for sale, nor stocks, bonds,
12 notes, choses in action, certificates of trust or beneficial
18 interest, or other securiiies or evidences of indebtedness
14 or interest) 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 BTOCK OF SAME CORPORA-
18 TION.—No gain or loss shall be recognized if common
19 stock in a corporation i3 exchanged solely for common
20 stock in the sarue corporation, or if preferred stock in a
21 corpuration is exchanged solely for preferred stock in
22 the same corporation.

23 (3) BTOCK FOR S8TOCK ON REORGANIZATION.—
24 No gain or loss shall be recognized if stock or securi-
25 ties in a corporation a party to a reorganization are, in
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pursuance of: the . plan - of reorganization, exchanggd
solely for stock or securities in such corporation or gn
another corporation a party to the reorganization. g
»(4) SAME—QGAIN OF CORPORATION.—No gagn
or loss shall be recognized if a corporation a party tofa
reorganization exchanges property, in pursuance of the
plan of reorganization, solely for stock or securities
another corporation a party to the reorganization.
(5) TRANSFER TO CORPORATION CONTROLLRD
BY TRANSFEROR.—No gain or loss shall be recognized
if property is transferred to a corporation by vne or more
persons solely in exchange for stock or securities in such
corporation, and immediutely after the exchange such
person or persous are in control of the corporation; but
in the case of an exchange by two or more persons this
paragraph shall apply only if the amount of the stogk
and seccurities received by each is substantially in pro- -
portioﬁ. to his interest in the property prior to the
exchange.
(c) GAIN FROM EXCHANGES NOT SOLELY 1N KIND.—
(1) If an exchango would be within the provi-

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

. section if it were not for the fact that the property
.+ reeeived in exchange consisis not only of property per-

. mitted by such. paragraph to be received without the
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! 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 such
4 money and the fair market value of such other property.

5 (2) If a distribution made in pursuance of a plan
b of reorganization is within the provisions of paragraph
i (1) of this subscction but has the effect of the distri-
8 bution of a taxable divide'nd, then there shall be taxed
Y as a dividend to each distributee such an amount of
Y the gain recognized under paragraph (1) as is not in
b excess of his ratable share of the undistributed earnings
12 and profits of the corporation accumulated after Feb-
14 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 CORPORATION.—If an ox-

17 change would be within the provisions of subsection (b)
18 (4) of thissection 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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of reorganization, no gain to the corporation shall be
recognized from the exchange, but

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

(e) Loss FroM ExcmiNees Nor SOLELY IN
Kinp.—If an exchange would be within the provisions of
subsection (b) (1) to (5), inclusive, of this section if it
were not for the fact that the property received in exchange
consists not only of property permitted by such paragraph
to be received without the recognition of gain or loss, but
also of other property or money, then no loss from the
exchange shall be recognized.

(f) InvoLuNTARY CONVERSIONS.—If property (as a
result of its destruction in whole or in part, theft or seizure,
or an exercise of the power of requisition or condemnation,
or the threat or imminence thereof) is compulsorily or
involuntarily converted into pmpofty similar or related in
service or use to the property so converted, or into money
which is forthwith in good faith, under regulations pre-

scribed by the Commissioner with the approval of the Sec-
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retary, expended in the acquisition of other property similar
or related in service or use to the property so converted, or
in the acquisition of control of a corporation owning such
other property, or in the establishment of a replacement
fund, no gain or loss shall be recognized. If any part of the
money is not so expended, the gain, if any, shall be recog-
nized, but in an amount not in excess of the money which
is not so expended.

{g) PsarisurioNn oF Srook ON RuoReANEA-
sroN—7 there is distributed; in pursunnee of o plan of
reorgunization; to & shureholder in & corporation o porty to
the reorpunimtion; stock of seeutities i such eorporation
or i enother eorporatior e purty to the reorgenisabion;
withoub the surrender by such churcholder of stock or seeuri-
ties in such o eorperation; ne gein to the distributee from
the reeeipt of such stock or seeurities shall be recognized:
The distribution; ir pursusnee of o plan of reorganization;
by or on behalf of a corporation & purty to the reorganize-
toh; of #8 stock or securities or stoek or securities i & eor-
poration & purty to the reorgenismstion; ¥ ne gein te the
distributee from the reeeiph of such stoel or seeurities was
recognized by law; shell net be eonsidered o distribution
of enrnings or profits within the meaning of seetior 116(b)
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for the purpove of determining the wnbilivy of mibwequent

i+ (9) DErINITION OF RbogGANIZATION . —AS used

in this section and seetions H38 wrnd 1O sectwn 113—

(1) The term * remgunization” meeus (A) &
stututory merger or consolidation tietnditg, or (B)
the acquisition by one corporution of in exchange solely
for is voting stock: of at least o paegorty SO per contum
of the voting stock aud at least o wwgorwy 80 per
centum of the total nuniber of shares of all ther clusses
of stock of anothier corportion; o corpuoration; or of
substantially all the properties of another corporationys
or {3}, or (') a trunsier by a corpuration of all or a
part of its assets to avotber corporation if woediacely
after the tramsfer the trunsferor or its stockholders or
both are in control of the corporation to which the
assets are trausferred, or 464 (D) a recapitaliz tion,
or B4 (L) 2 mere change in identity, form, oc pluce
of vrganization, however effected.

(2) The term “a party to a reorganization "
includes a corporation resulting from a reorganization
and includes hoth corporations in the case of uh eequisi-
tion by one eorporation of at least o mmyority of the
vobg shock and o leass o mejority of the total nwn-
ber of shures of all other clusses of stock of another
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eorporation a4 roorganiialion roudting from the acqui-

stlion by oue corporation of stock or properties of

another.,

43+ (h) Derisition oF CoNikuL.—As used m this
section the lera *“ control” mcans the ownerslup of at Jeast
80 per centuin of the voting siock and at least 80 per centun
of the totul nunber of shures of ull vtlier clusses of stock of
the corpoiation.

H (1) FokeiaN CorrogatioNs.—In  determining
the exteut to which guin shall be recoguized in the case of
any of the exchanges or dswbutons (made after the date of
the enactent of this Aet) described in subsection (b) (3),
(4), or (5), or deseribed in so much of subsection (¢) as
refers to subsection (b)) (3) or (5), or described in subsee-
tion (d) er 4, a foreign corporation shall not be considered
as a corporation unless, prior to such exchange or distriba-
tion, it Liay Deen estaliished to the sutisfuction of the Come-
missioner that such «xchauge of distribution is not in pursu-
ance of a plan having as one of its principal purposes the
avoidance of Federal income taxes.

SEC. 113 ADJUSTED BASIS FOR DETERMINING GAIN OR
LOsS.

(a) Basis (Uxapjustep) oF ProPERTY.—The basis

of property shall be the cost of such property; except that—
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(1) InvENTORY VALUE~If the property should
have been included in the last inventory, the basis shall
be the last inveutory value thereof.

(2) GIF1S AFTER DECEMBER 31, 1920.—1f the
property was acquired by gift after December 31,
1920, the busis shull be the same as it would be in
the hands of the donor or the lust preceding owner by
whom it was not acquired by gift, crcept that for the
purpose of dctermining loss the basis shall be the basis
80 determined or the far market valuc of the property
at the time of the qift. whichecer is lower.  If the facts
necessary to determine sweh basis the basis e the hands
of the donor or the last preceding owncr are unknown
to the donee, the Commissioner shall, if  possible,
obtain such facts from such donor or last preceding
owner, or any other person cognizant thereof.  1f the
Commissioner finds it impossible to obtain such facts,
the basis in the hands of such donor or last prcceding
owner shall be the fair market value of such property
as found by the Commissioner as of the date or approx-
imate date at which, according to the best information
that the Commissioner is able to obtain, such property
was acquired by such donor or last preceding owner.

(3) TRANSFER IN TRUST AFTER DECEMBER 31,

1920.—If the property was acquired after December
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31, 1920, by a trumsfer in trust (other than by a
transfer in trust by a bequest or devise) the basis shall
be thie same us it would he in the hands of the grantor,
increased in the amount of gain or decreused in the
amounut of luss recognized to the grantor upon such
truusfer uuder the law upplicable to the ycar in which
the trunsfer was made.

(4) GIFT OR TRANSFER IN TRUST BEFORE
JANUARY 1, 1921.—If the property was acquired by
gift or transfer in trust on or before December 31, 1920,
the basis shall be the fair market value of such property
at the time of such acquisition. The provisions of this
parngraph shell apply to the aequisidon of suech
propesty tterests a8 are speetied in seeton 402-(e} of
the Revente A«t of 1924 or in seetion 802{f) of
the Revenue Aet of 1024 or the Revenue et of 1026
{relating to property provisss wider power of appoint-
ment} regardless of the timne of aequisition:

(5) PROPERTY TRANSMITTED AT DEATH.—H
personel property wae eequired by epeeitio bequest; or
i real property wes required by gencrel or speeifie
devise or by intestaoy; the busis shell be the fair murket
velue of the property et the tine of the death of the
devedent’s estate from the decedent; the basis in the
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hands of the estate shall be the fuir murket vulue of
the preperty av the time of the death of the decedents
In all ether euses if the propeity wes aequired either
by will or by intestaey; the basis shall be the fuir murket
vedue of the property ab the time of the distribution te
the tuxpayer: If the properly was acquired by be-
quest, devise. or inheritance, or by the  decedent's
estate from the decedent, the basis shall be the fair
markel value of such property at the time of such
acquisition. In the case of property transferred in
trust to pay the income for life to or upon the order or
direction of the grantor, with the right reserved to the
grantor at all times prior to his death to revoke the
trust, the basis of such property in the hands of the
persons entitled under the terms of the trust instrument
to the property after the grantor’s death shall, after
such death, be the same as if the trust instrument had
been a will executed on the day of the grantor’s death,
For the purpose of this paragraph properly passing
without full and adequate consideration under a general
power of appointment exercised by will shall be deemed
to be properly passing from the individual caercising
such power by bequest or devise.

(6) TAX-FREE EXCHANGES GENERALLY.—TIF the

property was aequired acquired, after February 28,
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1913, upon an exchange described in section 112 (b)
to (e), inclusive, the basis shall be the same as in
the case of the property exchanged, decreased in the
amount of any money reccived by the taxpayer and
increased in the amount of guin or decreased in the
amount of loss to the taxpayer that was recognized
upon such exchange under the law applicable to the
year in which the exchange was made.  If the property
so acquired consisted in part of the type of property
permitted by section 112 (b) to Le received without
the recognition of gain or loss, uud in part of other
property, the basis provided in this paragraph shall be
allocated between the properties (other than money)
received, and for the purpose of the allocation there
shall be assigned to such other property an amount
cquivalent to its fair market value at the date of the
exchange. This paragraph shall not apply to property
acquired by a corporation by the issuance of its stock
or securities as the cousideration in whole or in part
for the transfer of t-. property to it.

(7) TRANSFEERS TO CORPORATION WHERE CON-
TROL OF PROPERTY REMAINS IN S8AME PERSONS.—If
the property was acquired after December 31, 1917,

by a corporation in connection with a reorganization,

and immediately after the transfer an interest or coutrol
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in such property of 50 per centum or more remained
in the same persons or any of them, then the basis shall
be the same as it would be in the hands of the trans-
feror, increased in the amount of gain or decreased in
the amount of loss recognized to the transferor upon
such transfer under the law applicable to the year in
which the transfer was made. This paragraph shall
not apply if the property acquired consists of stock or
securities in a corporation a party to the reorganization,
unless acquired hy the issuance of stock or securities of
the transferee us the consideration in whole or in part
for the transfer.

(8) PROPERTY ACQUIRED BY ISSUANCE OF
STOCK OR AS PAID-IN SURPLUS.—L the property was
acquired after December 31, 1920, by a eorporation—

(A) by the issuance of its stock or securities
in connection with a transaction described in sec-
tion 112(b) (5) (including, also, cuses where
part of the consideration for the transfer of such
property to the corporation was property or
money, in addition to such stock or securities), or

(B) as paid-in surplus or as a contribution
to capital,

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

hands of the transferor, incrcased in the amount of gain

~
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or decreased in the amount of loss recognized to the
transferor upon such transfer under the law applicable
to the year in which the transfer was made.
consists of stock or seeurities distribnied after Decemr
ber 345 19337 to o twxpaver i eoirecton with &
the ease of the stoek in respeet of which the distribu-
tHon was mnde shall be apportioned; under rules and
regilutions preseribed by the Connnissioner with the
wpprovel of the Seeretary; between sueh stoek and the
stovk of seeurities distributed:

6} (9) INVOLUNTARY CONVERSION.—If the
property was aequired acquired, after February 28,
1913, as the result of a compulsory or involuntary
conversion described in section 112 (f), the basis shall
be the same as in the case of the property so con-
verted, decreased in the amount of any money received
by the taxpayer which was not expended in accordance
with the provisions of law (applicable to the year in
which such conversion was made) determining the tax-
able status of the gain or loss upon such converzion,

and increased in the amount of gain or decreased in

the amount of loss to the taxpayer recognized upon
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such conversion under the law applicable to the year
in which such conversion was made.

444} (10) WASH SALES OF STOCK.—If the prop-
erty consists of stock or securities the acquisition of
which (or the contract or option to acquire which)
resulted in the nondeductibility (under section 118
of this Act or corresponding provisions of prior income
tax laws, rclating to wash sales) of the loss from the
sale or other disposition of substantially identical stock
or securities, then the basis shall be the basis of the
stock or securities so sold or disposed of, increased or
decreased, as the case may be, by the difference, if any,
between the price at which the property was acquired
and the price at which such substantially identical
stock or securities were sold or otherwise disposed of.

{42} (11) P3OPERTY ACQUIRED DURING AFFIL-
IATION.—In the case of property acquired by a corpo-
ration, during a period of affiliation, from a corporation
\;'ith which it was affiliated, the busis of such property,
after suca period of affiliation, shall be determined, in
accordance with regulations prescribed by the Com-
missioner with the approval of the Secretary, without
regard to inter-company transactions in respect of
which gain or loss was not recognized. For the pur-

poses of this paragraph, the term “ period of affiliation "
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means the period during which such corporations were
affiliated (determined in accordance with the law ap-
plicable thereto) but does not include any taxable year
beginning on or after January 1, 1922, unless a con-
solidated return was made, nor any taxable year after
the taxable year 1928. The basis in case of property
acquired by a corporation during any period, in the
taxable year 1929 or any subsequent taxable year, in
respect of which a consolidated return is made by such
corporation under section 141 of this Act or the Rev-
enue Act of 1928 or tiie Revenue Act of 1932, shall be
determiued in accordance with regulations preseribed
under section 141 (b) of this Act or the Revenue Act
of 1928 or the Revenue Act of 1932. The basis in
the case of property held by a corporation during any
period, in the taxable year 1929 or any subsequent
taxable year, in respeet of which a cousolidated return
is made by such corporation under section 141 of this
Act or the Revenue Act of 1928 or the Revenue Act of
1932, shall be adjusted in respect of any items relating
to such period, in accordance with regulations pre-
scribed under section 141(b) of this Act or the
Revenue Act of 1928 or the Revenue Act of 1932,

applicable to such period.
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(12) Basis ESTABLISHED BY REVENUE Act
oF 1932 —If the property was acquired, after Febru-
ary 28, 1913, in any taxable year beginning prior to
January 1, 1934, and the basis thereof, for the pur-
poses of the Revenue Act of 1932 was prescribed by
section 113(a) (6), (7), or (9) of such Act, then for
the purposes of this Act the basis shall le the same as the
basis therein prescribed in the Revenue Act of 1932.

(13) PARTNERSHIPS~If the property was ac-
quired, after February 28. 1913, by « partnership and
the busis 18 not otherwise determined under any of the
paragraphs (1) to (12), inclusive, of this subsection,
then the basis shall be the same as it would be in the
hands of the transferor, increased in the amount of gain
or decreased tn the amount of loss recognized to the
transferor upon such transfer under the law applicable
to the year in which the transfer was made. If the
propeity was distributed in kind by a partnership to
any partner, the basis of such property in the hands of
the partner shall be such part of the basis in his hands
of his partnership interest as is properly allocable to
such property.

38} (14) PROPERTY ACQUIRED BEFORE MARCH
1, 1913.—In the case of property acquired before
March 1, 1913, if the basis otherwise determined under

this subsection, adjusted (for the period prior to
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March 1, 1913) as provided in subsection (b), is

less than the fair market value of the property as of

March 1, 1913, then the basis for determining gain shall

be such fair market value. In determining the fair

market value of stock in a corporation as of March 1,

1913, due regard shall be given to the fair market value

of the assets of the corporation as of that date.

(b) ApyusTED BAsis.—The adjusted basis for deter-
mining the gain or loss from the sale or other disposition of
property, whenever acquired, shall be the basis determined
under subsection (a), adjusted as hereinafter provided. .

(1) GENEERAL RULE—Proper adjustment in
respect of the property shall in all cases be made—

(A) for expenditures, receipts, losses, or
other items, properly chargeable to capital account,
including taxes and other carrying charges on unim-
proved and unproductive real property, but no
such adjustment shall be made for taxes or other
carrying charges for which deductions Lave been
taken by the taxpayer in determining net income
for the taxable year or prior taxable years;

(B) in respect of any period since February
98, 1913, for exhaustion, wear and tear, obso-
lescence, amortization, and depletion, to the extent

allowed (but not less than the amount allowable)
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under this Act or prior income tax laws. Whero
for any taxable year prior to the taxable year 1932
the depletion allowauce was based on discovery
value or a percentage of income, then the adjust-
ment for depletion for such year shall be based on
the depletion which would have been allowable
for such year if computed without reference to
discovery value or a percentage of income;

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

(D) in the case of stock (to the extent not
provided for in the foregoing subparagraphs) for
the amount of distributions previously made
which, under the law applicable to the year in
which the distribution was méde, either were tax- -
free or were applicable in reduction of basis (not
including distributions made by a corporation,
which was classified as a personal service cor-
poration under the provisions of the Revenue Act
of 1918 or 1921, out of its earnings or profits
which were taxable in accordance with the provi-
sions of section 218 of the Revenue Act of 1918
or 1921). -
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1 (2) SussriTuTED 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
b) prior income tax law, providing that the basis shall be
G determined—

B (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 i3 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 scction shall be made after first making in respect of
16 such substituted basis proper adjustments of a similar
17 uature 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 whomn 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 DEPKECIATION.—The basis upon

25  which exhaustion, wear and tear, and obsolescence are to

J. 48873—7
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be allowed in respect of any property shall be the adjustod
basis provided in section 113 (b) for the purpose of deter-
mining the gain er less upon the sale or other disposition
of such property.
(b) Basis FOR DEPLETION.—

(1) GeNPRAL RULE.—The basis upon which de-
pletion is to be allowed in respect of any property shall
be the adjusted basis provided in section 113 (b) for
the purpose of determining the gain ez less upon the sale
or other disposition of such property, except as provided
in paragraphs (2), (3), and (4) of this subsection.

(2) DISCOVERY VALUE IN CASE OF MINES.—
In the case of mines (other than metal, coal or sulphur
mines) discovered by the taxpayer after February 28,
1913, the basis for depletion shall be the fair market
value of the property at the date of discovery or within
thirty days thereafter, if such mines were not acquired
as the result of purchatc of a proven tract or lease, and
if the fair market value of the property is materially
disproportionate to the cost. The depletion allowance
under section 23(m) based on discovery value pro-
vided in this paragraph shall not exceed 50 per centum
of the net income of the taxpayer (computed without
allowance for depletion) from the property upon which
the discovery was made, except that in no case shall
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the depletion allowance under section 23(m) be loss
than it would be if computed without reference to dis-
covery value. Discoveries shall include minerals in
commercial quantities contained within a vein or de-
posit discovered in an existing mine or mining tract
by the taxpayer after February 28, 1918, if the vein
or deposit thus discovered was not merely the un-
interrupted extension of a continuing commercial vein
or deposit already known to exist, and if the dis-
covered minerals are of sufficient value and quantity
that they could be scparately mined and marketed at
a profit,

(3) PERCENTAGE DEPLETION FOR OIL AND GAS
WELLS.—In the case of oil and gas wells the allowance
{or depletion under section 23(m) shall be 274 per
centum of the gross income from the property during
the taxable year, excluding from such gross income an
amount equal to any rents or royalties paid or incurred
by the taxpayer in respect of the property. Such
allowance shall not excced 50 per centum of the net
income of the taxpayer (computed without allowance

for depletion) from the property, except that in mo

case shall the depletion allowance under section 23(m)

be less than it would be if computed without referenco

to this paragraph.
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(4) PEROENTAGE DEPLETION FOR COAL AND
METAL MINES AND SULPHUR.—The allowance for
depletion under section 23(m) shall be, in the case of
coal mines, 5 per centum, in the case of metal mines,
15 per centum, and, in the case of sulphur mines or de-
posits, 28 per centum, of the gross income from the
property during the taxable year, excluding from such
gross income an amount equal to any rents or royalties
paid or incurred by the taxpayer in respect of the prop-
erty. Buch allowance shall not exceed 50 per centum
of the net income of the taxpayer (computed without
allowance for depletion) from the property}exeept that
in no ease shall the depletion allowance for the tazable
yeor 1933 or 1033 be levs than it would be # eemputed
witheut reforence to this paragraph. A laxpoyer sale
ing return for the taxable year 1083 shell siate in
sueh return; 08 to ecach property {or if he first
makes rotirn in respeet of a property for any tas-
able year after the taxable year 1033; then in sueb
firoh return); whethor he eleete to have the deple-
tion allowanee for sieh preperty for sueceeding tax-
able years eomputed with or without reference to
pereentage depletion: The depletion allowance in
rospoet of sueh propersy for all suecceding taxable
years shell be eomputed aceording to the eleetion thus
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made: I the taxpayer fails to malie sueh statement in
the return; the depletion allowanee for sueh property
for suecceding taxable years shall be computed witheut
reforenve to percentege depletion During the peried
for which proporty soquired aftor Docomber 81; 1089,
is held by the taxpayer—

A} if the brsis of the property in the hande
of the taxpayer iv; undor seetion H3{a); deler
mined by reference to the basis in the hands of
the sransioror; donor; or grontor; then the dople-
tion allewance in revpeet of the property shall be
comptited with er without referenee to pereentage
depletion; ecoording 46 the methed of eomputation
which would have been applicable # the transferor;
donor; or grantor bed eontinued to hold the prop-
erty; or

4B} i the busis of the property is; under vee-
tion H3{a}; deternined by reference to the basis
of ether property previetsty held by the taxpayer;
then the depletion allowunee in respect of the
property chell be eompuied with or witheut refer-
ence to percontage depletion; acecording to the
method of computation which would have been
applicablo in rospees of the property previously
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held if the taxpayer had eontinued w hold such

property:
A taxpayer making his first return under this title in
respect of a property shall state whether he elects o have
the depletion allowance for such property for the taxable
year for which the return is made computed with or
without regard to percentage depletion, and the depletion
aIIo‘wance in respect of such property for such year
shall be computed according to the election thus made.
If the taxpayer fails to make such statement in the
return, the depletion allowance for such property for
such year shall be computed without rveference to
percentage depletion.  The  method, determined  as
above, of computing the depletion allowance shall be
applied in the case of the property for all tavable
years in which it is in the hands of such taxpayer,
or of any other person if the basis of the property
(for determining gain) in his hands is, under section
113, determined by reference to the basis in the hands
of such tarpayer, cither divectly or through one or

more substituted bases, as defined in that section.

SEC. 115, DISTRIBUTIONS BY CORPORATIONS.

(a) DEFINITION OF DIVIDEND.—The term * dividend ”

24 when used in this title (except in section 203 (a) (4)
25 and section 208{e}{H)} 207(c)(1), relating to insurance
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companies) means any distribution made by a corporation
to its shareholders, whether in money or in other property,
out of its earnings or profits accamulated after February
28, 1913.

(b) Source or DiSTRIBUTIONS.—For the purposes
of this Act every distribution is made out of carnings or
profits to the extent thereof, and from the most recently
accumuluted carnings or profits. Any earnings or profits
accamulated, or increase in vulue of property accrued, before
March 1, 1913, may be distributed exempt from tax, after
the earnings and profits accumulated after February 28,
1913, have been distributed, but any such tax-free distribu-
tion shall be applicd agaiust and reduce the adjusted basis of
the stock provided in section 113.

(¢) DISTRIBUTIONS IN LIQUIDATION.—Amounts dis-
tributed in complete liquidution of a corporation shall be
treated as in full payment in exchange for the stock, and
amounts distributed in partial liquidation of a corporation
shall be treated as in part or full payment in exchange for the
stock. The gain or loss to the distributee resulting from
such exchange shall be determined under sectjon 111, bat
shall be recognized only to the extent provided in section
112. Despite the provisions of section 117(a), 100 per
centum of the gain so recognized shall be taken into account

in computing nel income. , In the case of amounts distributed
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(whether before January 1, 1934, or on or after such dat )
in partial liquidation (other than a distribution within the
provisions of seetien 338{h} subsection (h} of this section
of stock or securities in connection with a reorganization)
the part of such distribution which is properly chargeable
to capital account shall not be considered a distribution of
earnings or profits within the meaning of subsection (b)
of this section for the purpose of determining the taxability
of subsequent distributions by the corporation.

(d) OrHer DISTRIBUTIONS FROM CAPITAL.—If any
distribution (not in partial or complete liquidation) made by
a corporation to its shareholders is not out of increase in
value of property accrued before March 1, 1913, and is not
out of earnings or profits, then the amount of such distribu-
tion shall be applied agninst and reduce the adjusied basis of
the stock provided in section 113, and if in excess of such
basis, such excess shall be taxable in the same manner as a
gain from the sale or exchange of property.

(e) DiSTRIBUTIONS BY PERsONAYL SERVIOE CORPORA-
TIONS.—Any distribution made by a corporation, which was
classified as a personal service corporation under the pro-
visions of the Revenue Act of 1918 or the Revenue Act
of 1921, out of its earnings or profits which were taxable

in accordance with the provisivns of section 218 of the Reve-
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nue Act of 1918 or section 218 of the Revenue Act of 1931,
shall be exempt from tax to the distributees.

(f) 8tock DivipkNDs.—A stock dividend shal! not be
aubject to tax.

(g) REpEMPTION OF STOCK.—If 8 corporation cancels
or redeems its stock (whether or not such stock was issaed
as & stock dividend) at such *ime and in such manner as
to make the distribution and cancellation or redemption in
whole or in part essentially equivalent to the distribution
of a taxable dividend, the amount so distributed in redem#—
tion or cancel'ation of the stock, to the extent that it repre-
seuts a distribution of earnings or profits accumulated after
February 28, 1913, shull be treated as a taxable dividend.

(h) DisrriBUuTION OF STOCK ON REORGANIZA-
TION—EF¥ECT ON FUTURE DISTRIBUTIONS.~The dis- -
tribution before January 1, 1934, in pursudance of a plan
of reorganization, by or on behalf of a corporation a pariy
to the rcorganization, of ils slock or securilies or stock or
securilies in a corporation a party lo the reorganization, if
n1 gain to the distributes from the receipt of such stock or
gecuritics was recognized by law, shall not be considered a
distribution of carnings or profits within the meaning of this
section for the purpose of determining the taxability of sub-
sequent distributions by the vorporalion. As used in this
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subsection, the terms *' reorganization” and ‘‘ party to the
reorganization” shall have the meanings assigned lo such

terms in section 112 of the Revenus Aot of 1932.

b} (i) DEFINITION OF PARTIAL LIQUIDATION.—As
used in this section the term ““ amounts distributed in partial
liquidation "’ means a distribution by a corporation in cowr
plete cancellation or redemption of a part of its stock, or one
of a series of distributions in complete cancellation or redemp-
tion of all or a portion of its stock.

SEC. 116. EXCLUSIONS FROM GROSS lNCOME.’

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

(a) EArNED INCOME FROM SOUBCES WITHOUT
UN1tep STATES.—In the case of an individual citizen of
the United States, a bona fide nonresident of the United
States for more than six months during the taxable year,
amounts received from sources without the United States
(except amounts paid by the United States or any agenoy
thereof) if such amounts would constitute carned income
as defined in section 25(a) if received from sources within the
United States; but such individual shall not be allowed as

a deduction from his gross income any deductions properly

-allocable to or chargeable against awmounts excluded from

gross income under this subscction. As used in this subsee-
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tion the ierm  cormed ineome means wogoes; selaries;
professional fees; and other amounts received no eompenda-
inolude that part of the componsation derived by the tax-
peyer for pereonal services rendered by him to & eorporation
which represents o distribution of carnings or prefile rether
than o reasonable allowance ag eompensation for the personel
services aotuadly rendered: In the eave of o taxpayer en-
gaged in a (rede or businese in whieb beth perconal serviece
and eupital are matorial income produsing faciors; & rencor-
able allowance as compensation for the persenal serviees
aotually rendered by the taxpuayer; not in exeets of 30 per
centiin of his share of the net profite of such trade or busi-
ness; shell be eonsidored ve earired mootne:

(b) TeAaCHERS IN ALASKA AND Hawair—In the
case of an individual cmployed by Alaska or Ilawaii or any
political subdivision thereof as a teacher in any educational
institution, the compensation raceived as such. This sub-
section shall not exempt compensation paid directly -or
indirectly by the Government of the United States. Sub-
section (b} of seetion & of the Aot entitled “An Aot to pro-
vide a government for the Territery of Hawaii
April 30; 1000; an amended by the Aet entitled “An Aot to
amond seetion & of the Aet entitled “An Aok to provide e
government for the Territory of Howeit ; approved April 80;
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1000 = epproved April 18 1080 [U3:0r Bup: V- tille 48,
sooy 406(b)]; is repealed es of January 1y 1088,

(¢) INcoMe or ForrigN GovERNMBNTA.—The in-
come of foreign governments received from investments in
the United States in stocks, bonds, or other domestic securi-
ties, owned by such foreign governments, or from interest on
deposits in banks in the United States of moneys belonging
to such foreign governments, or from any other source
within the United States.

(d) INcode o StaTES, MUNICIPALITIES, K10, —
Income derived from any public utility or the exercise of any
essential governmental function and accruing to any State,
Territory, or the District of Columbia, or any political sub-
division of a State or Territory, or income accruing to the
govermuent of any possession of the United States, or any
political subdivision thereof.

Whenever any State, Territory, or the District of
Columbia, or any poljtical subdivision of a State or Terri-
tory, prior to September 8, 1916, entered in good faith
into a contract with any person, the object and purpose of
which is to acquire, construct, operate, or maintain a public
utility— _

(1) If by the terms of such contract the tax
imposed by this title is to be paid out of the proceeds
from the operation of such public utility, prior to any
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division of such proceeds between the person and
the Btate, Territory, political subdivision, or the
District of Columbia, and if, but for the imposition of
the tax imposed by this title, a part of such proceeds for
the taxable year would acorue directly to or for the
use of such Btate, Territory, political subdivision, or
the District of Columbia, then a tax upon the net income
from the operation of such public utility shall be
levied, assessed, collected, and paid in the manner
and at the rates prescribed in 'tkis title, but there
shall be refunded to such State, Territory, political
subdivision, or the District of Columbia (under rules
and regulations to be prescribed by the Commissiones
with the approval of the Secretary) an amount which
bears the same relation to the amount of the tax as the
amount which (but for the imposition of the tax
imposed by this title) would have accrued directly to
or for the use of such State, Territory, politice! sub-
division, or the District of Columbia, bears to the
amount of the net income from the operation of such
public utility for such taxable year.

(2) If by the terms of such contract no part of
the proceeds from the operation of the public utility
for the taxable year would, irrespective of the tax

imposed by this title, accrue directly to or for the use
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of such State, Territory, politict;l subdivision, or the

District of Columbia, then the tax upon the net income

of such person from the operation of such public utility

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

(e) BRIDGES TO BE AOQUIRED BY STATE OR POLITI-
0AL BuBDIVISION.—Whenever any State or political sub-
division thereof, in pursuance of a contract to which it is not
a party entered into before the enactment of the Revenue
Act of 1928, is to acquire a bridge—

(1) If by the terms of such contract tho tax im-
posed by this title is to be paid out of the proceeds from
the operation of such bridge prior to any division of
such proceeds, and if, but for the imposition of the
tax imposed by this title, a part of such proceeds for the
taxable year would accrue direotly to or for the use of
or would be applied for the henefit of such State or
political subdivision, then a tax upon the net income
from the operation of such bridge shall be levied,
assessed, collected, and paid in the manner and at the
rates preseribed in this title, but there shall be refunded
to such State or political subdivision (under rules and
regulations to be prescribed by the Commissionor with
the approval of the Secreiary) an amount which bears

the same relation to the amount of the tax as the amount
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which (but for the imposition of the tax imposed by
this title) would have accrued directly to or for the use
of or would be applied for the benefit of such State or
political subdivision, bears to the amount of the net
income from the operation of such bridge for such tax-
able year. No such refund shall be made unless the
entire amount of the refund is to be applied in part
payment for the acquisition of such bridge.

(2) If by the terms of such contract no part of
the proceeds from the operation uf the bridge for the
taxable year would, irrespective of the tax imposed by
this title, accrue directly to or for the use of or be
applied for the benefit of such State or political sub-
division, then the tax upon the net income from the
operation of such bridge shall be levied, assessed, col-
lected, and paid in the manner and at the rates pre-
scribed in this title.

(f) DivipExp FeOM “ CHINA TRADE Aor” Cog-
PORATION.—In the case of a person, amounts distributed as
dividends to or for his benefit by a corporation organized
under the China Trade Aoct, 1922, if, at the time of such
distribution, he is a resident of China, and the equitable right
to the income of the shares of stock of the corporation is in

good faith vested in him.
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(¢g) SHIPOWNERS' PROTEOTION AND INDEMNITY
As3001ATIONS,—The receipts of shipowners’ mutual protec-
tion and indemnity associations not organized fof profit, and
no part of the net earnings of which inures to the benefit of
any private shareholder; 'but such corporations shall be sub-
ject as other persons to the tax upon their net income from
interest, dividends, and rents.

SEC. 117. CAPITAL GAINS. AND LOSSE>.

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

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

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

60 per centum if the capital asset has been held
for more than 2 years but noi for more than 6 years;

40 per centum if the capital asset has been held for
more than 5 years but not for more than 10 years;

30 per centum if the capital asset has been held
for more than 10 years.

(b) DEFINITION OF CAPITAL ASSETS—For the pur-

poscs of this title, * capital asseis” means property held by
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the taxpayer (whether or not connected with his i::de or
business), but does not include stock in trade of the tazpayer
or other property of a kind which would properly be included
in the inventory of the taxpayer if on hand at the close of
the taxable year, or property held by the taxpayer primarily
for sale to customers in the vrdinary couwrse of his trade or
business.

(¢) DETERMINATION OF PERIOD FOR WHICH HELD.—
For the purpose of subsection (a)—

(1) In determining the period for which the taz-
payer has held property received on an exchange there
shall be included. the period for which he held the prop-
erty exchanged, if under the provisions of section 113,
the property reccived has, for the purpose of determining
gain or loss from a sale or exchange, the same basis in
whole or in part in his hands as the property exchanged.

(2) In determining the period for which the taz-
payer has held property however acquired there shall
be included the period for which such property was held
by any other person, if under the provisions of section
113, such property has, for the purpose of determining
gain or loss from a sale or exchange, the same basis in
whole or in part in his hands as it would have in the
hands of such other person.

J. 48873——8
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(3) In determining the period for which the tax-
payer has held stock or securities recewed upon a dis-
tribution where no gain was recognized to the‘distributee
under the provisions of section 112(g) of the Revenue
Act of 1928 or the Revenue Act of 1932, there shall be
included the period for which he held the stock or securi-
ties in the distributing corporation prior to the receipt of
the stock or securities upon such distribution.

(4) In determining the perivd for which the tax-
payer has held stock or securities the acquisition of
which (or the contract or option lo acquire which) re-
sulted in the nondeductibility (under section 118 of this
Act or section 118‘of the Revenue Act of 1928 or the
Revenue Act of 1932, relating to wash sales) of the loss
from the sale or other disposition of substantially iden-
tical stock or securities, there shall be included the period
for which he held the slock or securities the loss from
the sale or other disposition of which was not deductible.
(d) LimitaTioN oN CaPITAL LOSSES.—Losses from

sales or exchanges of capital assets shall be allowed only to
the; extent of $2,000 plus the gains from such sales or
exchanges. If a bank or trust company incorporated under
the laws of the United States or of any State or Territory,
a substantial part of whose business 18 the receipt of

deposits, sells any bond, debenture, note, or certificate or
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other evidence of indebtedness issued by any corporation
(including one issued by a government or political Sl.Lb-
division thereof), with interest coupons or in registered
form, any loss resulting from such sale shall not be subject
to the foregoing limitation except such portion of the loss
as 18 equal to the amount, if any, by which the adjusted
basis of such instrument excceds the par or face value
thereof.
(e) GAINS AND LOSSES FROM SHORT SALES, Fire.—
For the purpose of this title—

(1) gains or losses from short sales .of property
shall be considered as gains or losses from sales or
exchanges of capital assets; and

(2) gains or losses attributable to the failure to
exercise privileges.or options to buy or sl property
shall be considered as gains or losses from sales or
exchanges of capital assets held for one year or less.
(f) RETIREMENT OF BoNDS, ETC.—For the purposes'

of this title, amounts received by the holder upon the relire-

ment of bonds, debentures, notes, or certificates or other

evidences of indebtedness issued by any corporation (includ-

ing those issued by a government or political subdivision
thereof ), with interest coupons or in registered form, shall be

considered as amounts received in exchange therefor.
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SEC. 118. LOSS FROM WASH SALES OF S8TOCK OR SECU-
RITIES,

(a) In the case of any loss claimed to have‘ been sus-
tained from any sale or other disposition of shares of stock
or securities where it appears that, within a period beginning
30 days before the date of such sale or disposition and ending
30 days after such date, the taxpayer has acquired (By pur-
chase or by an exchange upon which the entire amount of
gein or loss was recognized by law), or has entered into a
contract or option 8o to acquire, substantially identical
stock or securities, then no deduction for the loss shall be
alloweci under section 23 (e) (2) ; nor shall such deduction
be allowed under section 23 (f) unless the claim is made by a
corporation, a dealer in stocks or securities, and with respect
to a transaction made in the ordinary course of its business.

(b) If the amount of stock or securities acquired (or
covered by the contract or option to acquire) is less than the
amount of stock or securities sold or otherwise disposed of,
then the particular shares of stock or securities the loss from
the sale or other disposition of which is not deductible shall
be determined under rules and regulations prescribed by the
(‘ommissioner with the approval of the Secretary. |

(c) If the amount of stock or securities acquired (or
covered by the contract or option to acquire) is not less

than the amount of stock or securities sold or otherwise dis-
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posed of, then the particular shares of stock or securities the
acquisition of which (or the contract or option to acquire
which) resulted in the nondeductibility of the loss shall bo
determined under rules and regulations prescribed by the
Commissioner with the approval of the Secretary.
SEC. 119. INCOME FROM SOURCES WITHIN UNITED STATES.

(a) Gross INcome FroM Sources IN UNITED
StaTes.—The following items of gross income shall he
treated as income from sources within the United States:

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

(A) interest on deposits with persons carfy-
ing on the banking business paid to persons not
engaged in business within the United States and
not having an office or place of business therein, or

(B) interest received from a resident alien
individual, a resident foreign corporation, or a
domestic corporation, when it is shown to the satis-
faction of the Commissioner that less than 20 per
centum of the gross income of such resident payor
or domestic corporation has been derived from

sources within the United States, as determined
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under the provisions of this section, for the three-
year period ending with the close of the taxable
year of such payor preceding the paynient of such
interest, or for such part of such period as may be
applicable, or

(C) income derived by a foreign central
bank of issue from bankers’ acceptances;

(2) DivipEnNDps.—The amount received as divi--

dends—

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

(B) from a foreign corporation unless less
than’ 50 per centum of the gross income of such
foreign corporation for the three-year period end-

ing with the close of its taxable year preceding
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the deciaration of such dividends (or for such part

of such period as the corporation has been in

existence) was derived from source; within the

United States as determined under the provisions

of this section; but dividends from a foreign cor-

poration shall, for the purposes of section 131

(relating to foreign tax credit), be treated as in-

come from sources without the United States;

(3) PERSONAL SEBVIOES.—-'CompePBation for
labor or personal services performed in the United
States; ‘

(4) REN2ALS AND ROYALTIES.—Rentals or
rojalties from property located in the United States or
from any interest in such property, including rentals
or royalties for the use of or for the privilege of using
in . the United States, patents, copyrights, secret
processes and formulas, good will, trade-marks, trade
brands, franchises, and other like property; and

" (5) BALE OF BEAL PROPERTY.—Qains, profits,
and income from tho sale of real property located in
the United States. -

.- (6) SALE OF PERSONAL PROPERTY.—F or gains
profits, and income from the sale of personal property

see subsection (e).
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(b) NEr INCOME FROM SOURCES IN UNITED
STA'{‘ES.——From the itens of gross income specified in sub-
section (a) of this section there shall be deducted the
expenses, losses, and other deductions properly apportioned
or allocated thereto and a ratable part of any expenses, losses,
or other deductions which can not definitely be allocated
to some item or class of gross income. The remainder, if
any, shall be included in full as net income from sources
within the United States,

(¢) Gross INcoME FROM SOURCES WITHOUT
UNITED STATES.—The following iterﬁs of gross income shall
be treated as income from sources without the United States:

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

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

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

(4) Rentals or royalties from proberty located
without the United States or from any interest in such
property, including rentals or royalties for the use of
or for the privilege of using without the United States,

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

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

(e) INCOME FrROM SOURCES PARTLY WITHIN AND
PagTLY WitHOUT UNITED STATES.—Items of gross
income, expenses, losses-and deductions, other than those
specified in subsections (a) and (c) of this section, shall
be allocated or apportioned to sources <within or without
the United States, under rulés and regulations prescribed
by the Commissioner with the approval of the Seoretary.

- Where items of gross income are separately allocated to

sources within the United States, there shall be deducted
(for the purpose of computing the net income therefrom)
the expenses, losses, and other deductions properly appor-

tioned or allocated thereto and a ratable part of other
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expenses, losses or other deductions which can not definitely
be allocated to some item or class of gross income. The
remainder, if any, shall be included in full as net income
from sources within the United States. In the case of
gross income derived from sources partly within and partly
without the United States,' the net income may first be
computed by deducting the expenses, losses, or other deduc-
tions apportioned or allocated thereto and a ratable part of
any expenses, losses, or other deductions which can not
definitely be allocated to some items or olass of gross
income; and the portion of such net income attributable
to sources within the United States may be determined by
processes or formulas of general apportionment prescribed
by the Comniissioner with the approval of the Secretary.
Gains, profits, and income from—
(1) transpertation or other services remdered
partly within and partly without the United States, or
(2) from the sale of personal property produced
(in whole.or in part) by the taxpayer within and sold
without the United States, or produced (in whole or in
part) by the taxpayer without and sold within the
United States,
shall be treated as derived partly from sources within and
partly from sources without the United States. Gains, profits

and income derived from the purchase of personal property
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within and its sale without the United States or from the
purchase of personal property without and its sale within the
United States, shall be treated as derived entirely from
sources within the country ?n which sold, except that gains,
profits, and income derived from the purchase of personal
property within the United States and its sale within a
possession of the United States or from the purchase of per-
sonal property within a possession of the United States and
its sale within the United States shall be treated as derived
partly from sources within and partly from sources without
the United States.

(f) DxrFINITIONS.—As used in this section the words

- “sgale ” or “sold” include “ exchange” or “ exchanged ”;

and the word “ produced” includes ‘ created”, “ fabri-

cated ”, “ manufactured ”, “ extracted ”, S« processed ”,

“cured ”, or “ aged . |

SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE
AND OTHER CONTRIBUTIONS.

In the case of an individual if in the taxable year and
in each of the ten preceding taxable years the amount of the
contributions or gifts describea in sectfon 28-(a) 23 (o) plus
the amount of income, war-profits, or excess-profits {axes
paid during such year in respect of preceding taxable years,
exceeds 90 per centum of the taxpayer’s net income for each

such year, as computed without the benefit of section 28-{a}
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23(0), then the 15 per centum limit imposed by such section
shall not be applicable.

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

SEC. 131. TAXES OF FOREIGN ‘COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

(a) ArLowaNCE OF CrEpIT.—If the taxpayer signi-
fies in his return his desire to have the benefits of this secti;m,
the tax imposed by this title shall be credited with: |

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

(2) ResmenT oF UNITED STATES.—In the éase
of a resident of the United States, the amount of any
guch taxes paid or accrued during the taxable year‘ to
any possession of the United States; and

(8) ALIEN RESIDENT OF UNITED STATES.—In
the crse of an alien resident of the United States, the
amount of any such taxes paid or accrued during the
taxable year to any foreign country, if the foreign
country of which such alien resident is a citizen or Qub-

ject, in imposing such taxes, allows a similar credit
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to citizens of the United States residing in such country;
9 and °
3 | (4) PARTNERSHIPS 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) LmMrr oN Creprr.—The amount of the credit
11 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 (¢) ADJUSTMENTS ON PAYMENT OF ACCRUED

25 Taxges.—If accrued taxes when paid differ from the
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amounts claimed as credits by the taxpayer, or if any tax -
paid is refunded in whole or in part, the 'tax,payer shall
notify the Commissioner, who shall redetermine the amount
of the tax for the year or years affected, and the amount of
tax due upon such redetermination, if any, shall be paid by
the taxpayer upon notice and demand by the collector, or
the amount of tax overpaid, if any, shall be credited or
refunded to the taxpayer in accordance with the provisions
of section 322, In the case of such a tax accrued but not
paid, the Commissioner as a condition precedent to the
allowance of this credit may require the taxpayer to give a
bond with sureties satisfactory to and to be approved by the
Commissioner in such sum as the Commissioner may require,
conditioned upon the payment by the taxpayer of any
amount of tax found due upon any such redetermination ; and
the bond herein prescribed shall contain such further coﬁdi-
tions as the Commissioner may require.

(d) Year 1N WHicH CrepiT TAKEN.—The credits
provided for in this section may, at the option of the tax-
payer and irrespective of the method of accounting employed
in keeping his books, he taken in the year in which the
taxes of the foreign country or the possession of the United
States accrued, subject, however, to the conditions prescribed
in subsection (c) of this section. If the taxpayer elects to

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
9 credits for all subsequent years shall be taken upon the
3 same basis, and no portion of any such taxes shall be allowed
4 88 a deduction in the same or any succeeding year.

5 (e) Proor oF CrepITS.—The credits provided in this
¢ section shall be allowed only if the taxpaver establishes
7 to the sqtisfaction of the Commissibner (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 ForeioN SunsiDIARY.—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 {net deduetible under seetion
20 23{p}} 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 cbrporation 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-
95 ration from which such dividends were paid, which the

.



- —

W @ I S Ot A W N

| I R R - I R T e e T o T Y o Sy S S U )
B W N = O O XS Ut R W Y= O

128
amount of such dividends bears to the amount of such acou-
mulated. profits: Provided, That the amount of tax deemed to
have been paid under this subsection shall in no case exceed
the same proportion of the tax against which credit is taken
which the amount of such dividends bears to the amount of
the entire net income of the domestic corporation in which
such dividends are included. The term *accumulated
profits” when used in this subsection in reference to a
foreign corporation, means the amount of its gains, profits,
or income in excess of the income, war-profits, and excess-
profits taxes imposed upon or with respect to such profits or
income; and the Commissioner with the approval of the Sec-
retary skall have full power to determine from the accumu-
lated profits of what year or years such dividends were paid;

treating dividends paid in the first sixty days of any year as

having heen paid from the accumnlated profits of the pre-

ceding year or years (unless to his satisfaction shown other-
wise), and in other respects treating dividends as having
been paid fromn the most recently accumulated gains, profits,
or earnings. In the case of a foreign corporation, the income,
war-profits, and excess-profits taxes of which are determined
on the basis of an accounting period of less than one year, the
word “ year ” as used in this snbsection shall be construed

to mean such accounting period.
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(g) CorPORATIONS TREATED A8 ForrioN.—For the
purposes of this section the following corporations shall be
treated as foreign corporations:

(1) A corporation entitled to the benefits of sec-
tion 251, by reason of receiving a la.ré;e percentage ;of
its gross income from sources within a possession; of
the United States; y

(2) A corporation organized under the China
Trade Act, 1922, and entitled to the credit provided dor
in section 261,

SEG, 13& PAYMENTS UNDER 1028 ACT. b
Any amount paid before or after the ennetment of this
Aeb on aocount of the tax impescd for a fiseal year beginning
in 1081 and ending in 1033 by Title H of the Revenue Aet
of 1938 shall be credited toward the payment of the inx
imposed for such fiseal year by this Aet; and i the emennt
80 paid exeeeds the axneunt of sueh tax imposed by this i
the exeess shell be eredited or refunded in aceordance with
the provisions of seetion 333
Supplement D—Returns and Payment of Tax
[Supplementary to Subtitle B, Part V]
SEC. 141. CONSOLIDATED RETURNS OF CORPORATIONS.
(a) PriviLrGE 10 Fiug CONSOLIDATED RETURNS.—
An affiliated group of corporations shall, subject to the
J. 48873——9
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provisions of this section, have the privilege of making a
consolidated return for the taxable year in lieu,of separate
returns. The making of a consolidated return shall be
upon thé condition that all the corporations which have
been 1.cmbers of the affiliated group at any time during the
taxable year for which the return is made consent to all the
regulations under subsection (b) (or, in case such regula-
tions are not prescribed prior to the making of the return,
then the regulations prescribed under section 141 (b) of the
Revenue Act of 1828 1932 in so far as not inconsistent with
this Act) prescribed prior to the making of such return;
and the making of a consolidated return shall be considered
as such consent. In the case of a corporation which is a
member of the affiliated group for a iractional part of the
vear the consolidated return shall include the income of such
corporation for such part of the year as it is a member of
the afhiliated group.

(h) RecuLATioNSs.—The Corumissioner, with the

approval of the Secretary, shall prescribe such regulations

as he may deem necessary in order that the tax liability

of an affiliated group of corporations making a consolidated
return and of each corporation in the group, both during
and after the period of affiliation, may be determined,

computed, assessed, collected, and adjusted in such manner
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as clearly to reflect the income and to prevent avoidance of
tax Liability.

(¢} CoMpUTATION AND PAYMENT OF TAX.—In any
case in which a consolidated return is made the tax shall be
determined, computed, assessed, collected, and adjusted in
accordance with the regulations under subsection (b) (or,
in case such regulations are not prescribed prior to the
making of the return, then the regulations preseribed under
section 141 (b) of the Revenue Act of 1838 1932 in so far
as not inconsistent with this Act) prescribed prior to the
date on which such return is made; exeept thet for the
texable years 1032 and 1088 there shall be added to the
rate of tex presertbed by seetions 13-{a); 20H{b}; and
204-{a} & rote of three fourths of 1 per eentwn and except
that for the taxable years 1834 end 1036 there shall be

added to the rate of tax prescribed by sections 13 (a),

201 (b), and 204 (a), a rate of + per eenttm & per centum,

but the tax at such increased rate shall be considered as
imposed by section 13 (a), 201(b), or 204(a), as the case
may be.

(d) DEFINITION OF “ AWFILIATED GROUP”.—As

_ usged in this section an “ affiliated group ”’ means one or more

chains of corporations counected through stock ownership

with a common parent corporation if-—
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(1) At least 95 per centum of the stock of each
of the corporations (except the common parent corpora-
tion) is owned directly by one or more of the other
corporations; and
(2) The common parent corporation owns di-
rectly at least 95 per centum of the stock of at least one

of the other corporations. .
As used in this subsection the term “ stock ”’ does not include
nonvoting stock which is limited and preferred as to
dividends.

(e) A consolidated return shall be made only for the
domestic corporations within the affiliated group. An insur-
atice compauy subject to the tax imposed by section 201 or
204 shall not be included in the same consolidated return
with a corporation subject to the tax imposed by section 13,
and an insurance company subject to the tax imp&sed by
section 201 shall not be included in the same consolidated
return with an insurance company subject to the tax imposed
by section 204.

(f) CmINA TrADE AcT CORPORATIONS.—A corpora-
tion organized under the China Trade Act, 1922, shall uot
be deemed to be aﬁihmed with any other corporation within
the meaning of thls section.

(2) CorrorATIONS DERIVING INCOME FROM POs-

8ESSIONS OF UNITED StaTES.—For the purposes of this
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section a corporation entitled to the benefits of section 251,
by reason of receiving a large percentage of its income from
possessions of the United States, shall be treated as a foreign
corporation.

(k) Sussmiary FormMED T0 CoMPLY WITH FOREIGN
LAw.—In the case of a domestic corporation owning or con-
trolling, directly or indirectly, 100 per centunv of the capital
stock (exclusive of directors’ q:mlifying shares) of a corpora-
tion organized under the laws of a contiguous foreign country
and maintained solely for the purpose of complying with the
laws of such country as to title and operation of property,
such foreign corperation may, at the option of the domestic
corporation, be treated for the purpose of this title as.a
domestic corporation. .

| (i) SUSPENSION OF RUNNING OF STATUTE OF LiMI-
TATIONS.—If a notice under section 272 (a) in respect of
a deficiency for any taxable year is mailed to a corporation,
the suspension of the running of the statute of limitations,
provided in section 277, shall apply in the case of corpora-
tions with which such corporation made a consolidated

return for such taxable year.

- (j) ArLnecaTioN oF INcOME AND DEDUOTIONS.—

" For allocation of income and deductions of rclated trades or

businesses, see section 45,
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SEC. 142. FIDUCIARY RETURNS.

“(a) RequUIREMENT OF RETURN.—Every fiduciary
(except a receiver appointed by authority of lav:v in posses-
sion of part only of the property of an individual) shall
make under oath a return for any of the following individuals,
estates, or trusts for which he acts, stating specifically -the
items of gross income thereof and the deductions and credits
allowed under this titl;—

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

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

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

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

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

(6) Every estate or trust of which any beneficiary

is a nonresident alien,
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~ (b) Jornt Frouciaries.—Under such regulations as

the Commissioner with the approval of the SBecretary may
prescribe a return made by one of two or more joint fidu-
ciaries and filed in the office of the collector of the district
where such fiduciary resides shall be sufficient complinnee
with the above requirement. Such fiduciary shall make oath
(1) that he has sufficient knowledge of the affairs of the
individual, estate, or trust for which the return is made. to
enable him to make the return, and (2) that the return is,
to the best of his knowledge and belief, true and correct.

(e) Law AppLiCABLE TO FIDUCIARIES.—Any fidu-
ciary required to make a return under this title shall be
subject to all the provisions of law which apply to individuals.
SEC. 143. WITHHOLDING OF TAX AT SOURCE.

(a) Tax-FREg CovENANT BONDS.—

(1) REQUIREMENT OF WITHHOLDING.—In any
case where bonds, mortgagés, or deeds of trst, or other
similar obligations of a eerporation eentain corporation,
wssued before July 1, 1934, contain a contract or
provision by which the obligor agrees to pay any portion
of the tax imposed by this titlo upon the obligee, or

~ to reimburse the obligee for any portion of the tax, or
to pay the interest without deduction for any tax whicf;

the obligor may be required or permitted to pay thereon,
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or to retain therefrom under aﬁy law of the United
States, the obligor shall déducc and with}mld a tax
equal to 2 per centum of the interest upon such bonds,
mortgages, deeds of trust, or other obligations, whether
such interest is pavable annually or at shorter or longer
periods, if payable to an individual, a partnership,
or a foreign corporation not engaged in trade or
business within the United States and not heving any
office or place‘of business therein: Provided, That if
the liability assumed by the obligor does not exceed
2 per centum of the interest, then the deduction and'
withholding shall be at the following rates: (A) 8 pes
eentum 4 per centum in the case of a nonresident
alien individual, or of any partnership not engaged in
trade or business within the United States and not hav-

ing any office or place of business therein and com-

-posed in whole or in part of nonrcsident aliens, (B)

'13% per centum in the case of such a foreign corpora-

tion, and (C) 2 per centum in the case of other
individuals and partnerships: Provided further, Thut
if the owners of such obligations are not known to the

withholding agent the Commissioner- may authorize

'such deduction and withholding to be at the rate of

" 2 per centum, or, if the liability assumed by the obligor
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does not exceed 2 per centum of the interest, then at
the rate of 8 per eentum 4 per centt;m.

(2) BENEFIT OF CREDITS AGAINST NXET
INCOME.—Such deduction and withholding shall not he
required in the case of a citizen or resident entitled to
receive such interest, if he files with the withholding
agent on or before February 1 a signed notice in writ-
ing claiming the benefit of the credits provided in
geetion 35-(e} and {4} section 25(b); nor in the case
of a nonresident alien individual if so provided for in
regulations prescribed by the .Commissioner under
seetion 3B section 214,

(3) INCOME OF OBLIGOR m OBLIGEE.—The
obligor shall not be allowed a—deduction for the pay-
ment of the tax imposed by this title, or any other tax
paid pﬁrsuaut to the tax-free covenant clause, nor shall
such tax be included in the gross income of the obligee.
(b) NoNrESIDENT ATLIENS.—AIll persons, in what-

over capacity acting, including lessees or mortgagors of real or |
personal property, fiduciaries, employers, and all officers and
employees of the United Stétes, having the control, receipt,
custody, disposal, or payment of interest (except interest on
deposits with persons carrying on the banking business paid

to persons not engaged in business in the United States and
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not having an office or place of business therein), rent,
salaries, wageé, premiums, annuities, compensations, remu-
nerations, emoluments, or other fixed or determinai)le annual
or periodical gains, profits, and income, of any nonresident
alien individual, or of any partnership not engaged in trade
or business within the United States and not having any
office or place of business therein and composed in whole or
in part of nonresident aliens, (other than income received
as dividends of the class allowed as a credit by section
25 (a) ) shall (except in the cases provided for in subsection
(a) of this section and except as otherwise provided in regu-
lations prescribed by the Commissioner under section 245
214) deduct and withhold from such annual or periodical
gains, profits, and income a tax equal to 8 per eentwm 4 per

centum thereof: Provided, That the Oommissiorier may

authorize such tax to be deducted and withheld from the

interest upon any securities the owners of which are not
known to the withholding agent.

(¢) RETURN AND PAYMENT.—Every person required
to deduct and Withhold any tax under this section shall
make return thereof on or before March 15 of each year and
shall on or before June 15, in lieu of the time prescribed in
section 56, pay the tax to the official of the United States
Government authorized to receive it. Every such person is

hereby made liable for such tax and is hereby indemnified



[ SR

D = O W XL AT S T R WO = O ®© 0 O =I @ & O e

-139
against the claims and demands of any person for the amount
of any payments made in accordance with the provisions
of this section.

(d) INcoME oF REeCIPIENT.—Income upon which
any tax is required to be withheld at the source under
this section shall be included in the return of the recipient of
such income, but any amount of tax so withheld shall be
credited against the amount of income tax as computed in
such return.

(e) Tax Pamp By Rucipient.—If any tax required
under this section to be deducted and withheld is paid by
the recipient of the income, it shall not be re-collected from
the withholding agent; nor in cases in which the tax is so
paid shall any penalty be imposed upon or collected from
‘the recipient of the income or the withholding agent for
 failure to return or pay the same, unless such failure was
fraudulent and for the purpose of evading payment.

(f) Rerunbps AND CreDITS.—Where there has been
an oyerpayment of tax under this section any refund or
credit made under the provisions of section 322 shall be made
to the withholding agent unless the amount of such tax was

actually withheld by the withholding agent. _

24 and {b); the deduetion end withholding for any peried
5. prior o, the date of the ennctment of this Aet shall be at the
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votes of 13 por eentum and 5 per eentuwm in liew of the
rates of 133 per eentum and 8 per eentum preseribed in
SEC. 144. PAYMENT OF CORPORATION INCOME TAX AT
SOURCE. '

In the case of foreign corporations subject to taxation
under this title not engaged in trade or business within the
United States and not having any office or place of busjness
therein, there shall be deducted and withheld at the souree
in the same manner and upon the same items of income es is
provided in section 143 a tax equal to 12 per eentum
thereof in respeet of all payments of income made before the
enaetinent of this Aet; and equal s 13§ per eentusn thercef in
respeet of all payments of incorne made efter the enaetment
of this Aet 133 per centwm, and such tax shall be returned
and paid in the same manner and subject to the same condi-
tions as provided in that section: Provided, That in the oase
of interest described in subsection (a) of that section (relat-
mg to tax-free covenant bonds) the deduction and withhold-
ing shall be at the rate specified in such subsection.
SEC. 145. PENALTIES.

(a) Any person required under this title to pay any
tax, or required by law or regulutions made under authority
thereof to make a return, keep any records, or supply any

information, for the purposes of the computation; assessment,
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or collection of any tax imposed by this title, who willfully
fails to pay such tax, make such return, keep such records,

or supply such information, at the time or times required by
law or regulations, shall, in addition to other penalties pro-
vided by law, be guilty of a misdemeanor and, npon convie-
tion thereof, be fined not more than $10,000, or imprisoned
for not more thun one year, or both, together with the costs
of prosecution.

(b) Any person required under this title to collect,
gccount for, and pay over any tax imposed by this title, who
willfully fails to collect or truthfully account for and pay over
such tax, and any person who willfully attempts in any man-
ner to evade or defeat any tax imposed by this title or the
payment thereof, shall, in addition to other penalties pro-
vided by law, be guilty of a felony and, upon conviction
thereof, be fined not more than $10,000, or imprisoned for
not more than five years, or both, together with the costs of
prosecution,

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

SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR.

(a) Tax 1¥ JeoPARDY.—H the Oommissioner finds
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that a taxpayer designs quickly to depart from the United
States or to remove his property therefrom, or to conceal
himself or his property therein, or to do any other act tend-
ing to prejudice or to render wholly or partly ineffectual
proceedings to collect the tax for the taxable year then last
past or the taxable year then current unless such proceedings
be brought without delay, the Commissioner shall declare
the taxable period for such taxpayer immediately terminated
and shall cause notice of such finding and declaration to be
given the taxpayer, together with a demeand for immediate
payment of the tax for the taxable period so declared termi-
nated and of the tax for the preceding taxable year or so
much of such tax as is unpaid, whether or not the time
otherwise allowed by law for filing return and paying the
tax has expired; and such taxes shall thereupon become
immediately due and payable. In any proceeding in court
brought to enforce payment of taxes made due and payable
by virtue of the provisions of this section the finding of the
Commissioner, made as herein provided, whether made aftgr
notice to the taxpayer or not, shall be for all purposes.
presumptive evidence of the taxpayer’s design.

. (b) Sucurrry For PAYMENT.—A taxpayer who is.
not in default in making any return or paying income, war-
profits, or excess-profits tax under any Act of Congress may
furnish to the United States, under regu]ations}o be pre-
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. scribed by the Commissioner, with the approval of the

[y

Secretary, security approved by the Commissioner that he
will duly make the return next thereafter required to be
filed and pay the tax next thereafter required to be paid.
The Commissioner may approve and accept in like manner
security for return and payment of taxes made due and
payable by virtue of the provisions of this section, provided

the taxpayer has paid in full all other income, war-profits,

®© @ =3 S Ot B W

or excess-profits taxes due from him under any Act of

Congress.
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(¢) SaMe—ExeMprION FroM SecTiON.—If secur-
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ity is approved and accepted pursuant to the provisions
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of this section and such further or other security with respect

[y
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to the tax or taxes covered thereby is given as the Com-
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missioner shall from time to time find necessary and require,

fu—y
(34

payment of such taxes shall not be enforced by any pro-
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ceedings under tlie provisions of this section prior to the

fa—y
-3

expiration of the time otherwise allowed for paying such

|
w

respective taxes.

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

()
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States or of a possession of the United States about to depart

[
ey

from the United'States the Commissioner may, at his discre-
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tion, waive any or all of the requirements placed on the

Do
R

taxpayer by this section.
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(e) DEPARTURE OF ALIEN.—No alien shall depart
from the United States unless he first procures from the col-
lector or agent in charge a certificate that-he has vomplied
with all the obligations imposed upon him by the income,
war-profits, and excess-profits tax laws.

(f) ApprrioNn To TAx.—If a taxpayer violates:.or
attempts to violate this section there shall, n addition to-all
other penalties, be added as part of the tax 25 per centum
of the total amount -of the tax or deficiency in the tax,
together with interest at the rate of 1 per centum a montir
from the time the tax became due. ¥
SEC. 147. INFORMATION AT SOURCE.

(a) PAYMENTS OF $1,000 or MorE.—All persons; in
whatever capacity acting, inclucing lessees or morigagers. of
real or personal property, fiduciaries, and employers, making
payment to auother person, of interest, rent, salaries, wages,
premiums, annuities, compensations, remunerations, emgli-
ments, or other fixed or determinable gains, profits, and
income (other than payments described in section 148 (a)
or 149), of $1,000 or more in. any taxable year, .or,
in the -case of such payments made Dby the United
States, the officers or employees of the United States having
information as to such payments and required to mgke
returns in regard therqto by the. mgulatioﬁs, heneinafter

provided for, sball render a true and accurate return to the
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Commissioner, under such regulations and in such form

-

“and manner and to such extent ss may be preseribed by
, . . o 2 .
hiim with the approval of the \gtretary, setting forth the

B W, D =

"amount of such gains, profits, and income, and the name
and address of the recipient of such payment. |
(b) RETUBNS BEGARDLESS OF AMOUNT OF Pay-

MENT.—Buch returns may be requix"ed, regardless of

" amounts, (1) in the case of payments of interest upon bonds,

g 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 underiaking as a
14 maiter of business e for profit the collection of foreign pay-
15 ments of such interest or divideuds by means of coupons,
16  checks, or bills of exchange.

17 {¢) RucIpiENT TG FUrNisH 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 furnished upon demand of the person paying the
21 income. o

22 (d) OBLIGATIONS OF UNITED SWATES.—The pro-

93 visions of this section shall not apply to the payment of
24 interest on obligations of the United States.
J.48873-—10 . - ST
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. S8EC. 148. INFORMATION BY CORPORATIONS.

(a) DivibExp PAYMENTS.—Every corporation sub-.

ject to the tax impos?&‘ by this title shall, when required

- by the Commissioner, render a correct return, duly verified

under oath, of its payments of dividends, stating the name

.and address of each shareholder, the number of shares owned

by him, and the amount of dividends paid to him.

b} Prowses oF TAXABEE YEAR DBCLARED A6
DPrabenps—There shall be ineluded i the return or
appended thereto a statement of sueh faets as will enchle
the Commissioner to determine the portien of the earnings
or profits of the corporation inehiding gaine; profile; and
ineome not toxed) acewmulated during the toxable year for
witeh the return is mede; whieh have been distributed or

ordered to bo distributed; respectively; to io shaveholders

auring sueh yeats

(b) Proriz8 DECLARED 48 D1viDENDS.—Every

_ corporation shall, when required by the Commissioner,

furnish him a statement of such facts as will enable him tc
determine the portion of the earnings or profits of the cor-
poration (including gains, profits, and income not taxed)

accumulated during such periods as the Commissioner may

. apecify, which have been distributed or ordered to be dis-

tributed, respectively, to is shareholders during such tazable

years as the Commissioner may specify.
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{c) ACCUMULATED GAINS AND ProrrTs.—When

[un—y

requested by the Commissioner, or any collector, every cor-
poration shall forward to him a correct statement of accu-
mulated gains and profits and the names and addresses of the.-
individuals or shareholders who would be entitled to the
same if divided or distributed, and of the amounts that would
be payable to each.

SEC. 149. RETURNS OF BROKERS.

© ® =N S v e W N

Every person doing business as a broker shall, when

required by the Commissioner, render a correct return duly

—
-

verified under oath, under such rules and regulations as the

[ae—y
fa—y

Commissioner, with the approval of the Secretary, may

p—
(3

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 'silbject ‘to ‘such regulations enabling the Government to -

95 ' obtain the information required under this title as the Com- -
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Igisgioner, with the approval of the Secretary, shall prescribe;
. and. whoeyer knowingly undertakes to collect such pgymaents - 4
. without, having obtained a license therefor, or syi,tbgwcqm-( :
- plying with such regulations, shall be guilty of a migde-.

meenor and shall be fined not more than $5;000- or-

imprisoned for not more than one year, or both,
Supplement E—Estates and Trusts

SEC. 161. IMPOSITION OF TAX,

~3

)

-+ (a) APPLICATION o Tax.—The taxes imposed by

- this title upon individuals shall apply to the income of estates -

or of any kind of property held in trust, including— -

(1) InCome accumulated in trust for the benefit
of unborn or unascertained persoas or persons with
contingent interests, and income accumulated or ﬂdd A
for future distribﬁtion undér the terms - of the,yin;or
trust; ‘ o

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

(3) Income received by estates of deceased per-
sons during the period of administration or settlement
of the estate; and 5

(4) Income which, in the discretion of the fidu-
giary, may be either distributed to the beneficiaries or )
acoumulated.
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(b) ComPUTATION AND PAYMENT.—The tax shall be

* computed upon the net income of the estats or trust, and

‘shall be paid by the fiduciary, except as provided in section

166 (relating to revocable trusts) and section 167 (relat-

ing :to income for benefit of the grantor). For return made

by beneficiagy, ses section 142, - -

SEC. 162 NET INCOME. R T
The net incomd of the estate or trust shall be computed

in the same manner and on the same basis as in the case of

an individual, except that—

(2) There shall be allowed as a deduction (in lieu of
the deduction for charitable, etc., contributions authorized
by section 234n}(0)) any part of the gross income, without
limitation, which pursuant to the terms of the will or deed

creating the trust, is during the taxable year paid or per-

" manently set aside for the purposes and in the manner speci-
" fied in section 234m)(0), or is to be used exdlusively  for

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

poses, or for the prevention of cruelty to children or animals,
or for the establishment, acquisition, maintenance or opera-
tion of a public cemetery not operated for profit;

(b) There shall be allowed as an additional deduo-

" tion in computing the net income of the estate or trust the

- amount of the income of the estate or trust for its taxable
{

year which is to be distributed currently by the fiduciary
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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;

(¢) In the case of income received by estates of

deceased persons during the period of administration or

' seftlement of the estate, and in the case of income which,

in the discretion of the fiduciary, may be either distributed

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 eslate

or trust for its taxable year, which is properly paid” or
credited during such year to any legatee, heir, or beneﬁciﬁfy,
but. the amount so allowed as a deduction shall he }Q(fltlded
in computing the net income of the legatce, heir, oAx" bene-
ficiary. .o
SEC. 163. CREDITS AGAINST NET INCOME. po
(a). CrEDITS oF EsTATE ok TrusT.—For the purpose
of the normal tax and the surtax the estate or trust shall be

allowed the same personal exemption as is allowed to a single

person under section 354e}- 25(b)(1), and, if no part of the

A



_ 151

1 income of the estate or trust is included in computing the net

2 income of any legatee, heir, or beneficiary, then in addition

8 the same credits against net income for dividends and interest

4 asare allowed by section 25 (a) and -(b}-.

5 (b) CrEDITS OF BENEFIOIARY.—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) end {b} 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) end b} shall, for the purpose. of the
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 from
19 that of the estate or trust, the amount which he is required, .
20 under section 162(b), to include in computing his wuet
21 income, shall be based upon the income of the estate or
"22 trust for any taxable year of the estate or trust (whether
“'93 beginning on, before, or after Januwary 1, 1934) ending
24 within his taxable year.




19

(ko2

SEC. 165. EMPLOYEES* TRUSTS, . . . - . ... |

.+ A trust created by an employer as a;part, of,p stock
bonus, pension, or profit-sharing plan for, the exchxgive
benefit of soms or all of his employees, to. which contl;i})u-
tions a're,mgde by such employer, or employees, or bothcfor
the purpose of distributing to such employees the earnjngs
and prineipal of the fund accumulated by the trust in aw?rd-
ance with such plan, shall not be taxable under section 161,
but the amount actually distributed or made available, to
any distributee shall be taxable to him in the year in which
so distributed or made available to the extent that it exceeds
the .amounts paid in by him. Such distributees shall for
the purpose of the normal tax be allowed as credits against
net income such part of the amount so distributed or mado
available as represents the items of dividends and interest
specified in section 25 (a) and {b}.
SEC. 166. REYOCABLE TRUSTS.

Where at any time during the taxable: year the power

to revest in the grantor title to any part of the. corpus of
"the trust is vested—

.. (1) in the grantor, either alone or in conjunctigm
with any person not having a substuntizl adverse
interest in the disposition of such part of the corpus or

the income therefrom, or

PR D PR S
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1 * (2) 'in"any person. not. having. a snbstaitial
2 adverse interest in the disposition of such part of:the
, 8., . .corpus or the income therefrom, - = '~ 4

4 then the income of such-part of the trus( for such taxgble

5 yeaﬂf ghall be inclnded in’ computing the net income of;the

6 grantor. ‘ ' < )

7 SEC. 167. INCOME FOR BENEFIT OF GRANTOR. 7

8 (a) Where any pert of the ineeme of & trust—

9 - (1) is, or in the discretion of the grantor ap of
10 any person not having a substantial adverse interes;in
11 ‘the disposition of such part of the income may be, held
19 or accumulated for future distribution to-the grantor;jor

.13 | (2) may, in the discretion of the grantor or:of
i 14 any person not having a substential adverse interestin
15 the disposition of such part of the income, be disiributed
16 to the grantor; or - N
17 (8) 'is, or in the discretion of the grantor or:of
18 any person not baving a substantial adverse interest in
19 the disposition of such part of the ineome may be,
20 applied to the payment of premiums upon, policies of
21 insurance on the life of the grantor (except policies of
22 , insurance -irrevocably payable for the purposes and in
23 the manner specified in section 23 &} (0), relgtmg to

24 the so-called “charitable contribution ” dednetion) ;
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then such part of the income of the trust shall be included
in computing the net income of the grantor.

(b) As used in this section, the term *‘in the discre-
tion of the grantor ” means ‘“ in the discretion of the grantor,
cither alone or in conjunction with any person not having
a substantial adverse interest in the disposition of the part
of the incorme in question .

SEG, 168, CARITAL NET GAINS AND LOSSES.

In the ease of an estate or trust; or of & benefieiary of

an estate or trust; the proper part of eack share of the net

eapital net gein; or eapitel net loss; shall be determined
under rules and regulations to be preseribed by the Com-
misgioner with the approvel of the Seeretary; end shall be
separately shown in the return of the estate or trust; and
shall be taxed to the beneficiary or to the estate or trust s
provided in this Supplement; but ab the rates and in the
menner provided in seetion 101-{e} end ()); relating to

 eapitel net gains and losses:

S8EC. 170 168. TAXES OF FORKIGN COUNTRIES AND POSSES-
~ SIONS OF UNITED STATES.

The .amount of income, war-profits, and excess-profits
taxes ' imposed by foreign countries or possessions of the
United States shall be allowed as credit against the tax of the
beneficiary of an estate or trust to the extent provided in

section 131,
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1 - Supplement F—Partnerships
2 SEC. 181. PARTNERSHIP NOT TAXABLE.
3 Individuals carrying on business in partnership shall be
liable for income tax only in their individual capacity.
SEC. 182. TAX OF PARTNERS.

<o) GeNErAE BoEB—There shall be included in com-
puting the net income of each partner his distributive share,
whether distributed or not, of the net income of the partner-

® O S v

ship for the taxable year. H the texeble year of o partner
10 is different from that of the purtnerchip; the ameunt ve
11 included shall be based upon the income of the partuership
12 for any taxable yeor of tho partnership ending within his
13} taxable year- No part of any loss disallowed to & parthership
14 88 n deduetion by seetien 33-{x)- shall be allowed a6 & dedue-
1h tien to o member of sueh parinership in eomputing neb
16 ineome: '

17 {b)} PARFNERSHIP YHAR DMBRACING CALRNDAB
I8 ¥eans wizs DirFrenrENg haws—If o fiseal year of o part-
19 nership beging in one ealendar year and ends in enother
20 enlendar year; and the low applicable to the seeond celendar
21 year is different from the law applieable to the first ealendar
22 wyear; then

23 {1} the rates for the enlendar year during whieh
24 suek fiveal year begins shell apply to an amount of each
20 partner's share of saeh partnership not ineome -{deter-

W
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Gilb6
mined unded the low appliedble o such colendar yeor)
oqusl to ‘the proportion whieh the part of, sueh fiseal

" fisenl yoar; and

sueh ficeal year ends sholl apply to an ameount of éach

| enined under the law applieable to such ealendar yoor)

equal.te the proportion which the part of such fideel

. ..:wmmmmmmmmw

fiseal yoar: : i

. 12::. Jn ouigh enses the part of suel: ineome subjest to tho rates in

3
14
15
16

21
18;

19
.26

‘21 Y]

22
« 28

.24 .

effoet for ‘the mmost recent ealondar year shall be added to
the ether ineome of the taxpayer subjeet to such rates and
the sesuliing emount shall b placed in the lower brackeis
of the rate sehedule applieable to such year; end the par
of -sueh’ indemo -subjest to the rates in effeet for the nexé
iiprededing: enlondar-yonk shall bo-placed ifi the nexs higher
. braidkels-of the rate pehiedalo appliessle to such yoar:
'1§B0. 183, COMPUTATION, OF PARTNERSHIP [NCOME.

. .IThe -net ‘income of the partnership shall be:eomputed
in the same manner and on the same basis as i thie cnse
of an individual,-exeept that the se-called £ eharitable oon-
‘tribution 2 deduetion provided in seetion 28(-&)- shall net
25 .. be allowed; R

© e . v g S o ey i atekve e . P
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|-~ SKC. 184 CREDITS. AGAINST NET INCOME. .~ -~ "~

2 The partner shall, for the purpose of the normal tax,

3 “be-allowed as a credit against his net income, i addition

4. "'td.the credits allowed to -him under section 25; bis propor-

i -tionate share of such- amounts ‘{not in excess of  the net tn-

G i dome of the partnership) of dividends and interest specified

7 insection 25 (a) and (b} as are received by tlid: paririership..
8 SEC. 185. EARNED INCOME. Lo

9.~ In the case of the members of a partnership. the proper
10. ;part of ‘each share of the net income which consisty 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 retarn
14 of the partnership and shell be taxed to the member a8 -
15 provided in this Supplement.. '
17 In the ease of the members of & partnerchip the proper. .
18 pari of ench shove of the net income whiek consivie; respee-
19 tvely; of erdinary net income; capitel net gain; or ecapitul
20 net Joss; shall be determined undor tho ruled and regulations

. 21 ¢o be preseribed by the Commiccioner with the apprevel

22 of the Beereinry; and shell be separetely showan in the
23 . return of the porineichip and shall be tazed to the member
24 es provided in this Supplement; but et the zates and in
25 the menner provided in seotion +01-{o} and.-{h)y relating
26 {0 eapitod net geins and losses:

R
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SEC. 188 186, TAXES OF FOREIGN COUNTRIES AND POSSES-
SIONS OF UNITED STATES.

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

SEC. 189 187. PARTNERSHIP RETURNS.

Every partnership shall make a return for each taxable
year, stating specifically the items of its gross income and
the deductions allowed by this title, and shall include in the
return the names and addresses of the individuals who would
be entitled to share in the net income if distributed and the
amount of the distributive share of each individual. The
return shall be sworn to by any one of the partners.

SEC. 188. DIFFERENT TAXABLE YEARS OF PARTNER AND
PARTNERSHIP.

(a) GENERAL RULE—If the tazable year of a
partner s different from that of the parinership, the distribu-
tive share of the net income of the partnership to be included
in computing the net income of the pariner for his tazable
year shall be based upon the net income of the partnership -
for any taxable year of the partnership (whether beginning

“on, before, or after January 1, 1934) ending within the

tazable year of the partner.
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(b) PARTNERSHIP YEARS BEGINNING IN 1933.—
For the purpose of computing the net income of a partner
for a tazable year beginning after December 31, 1933, the
partnership net income for any taxvable year of the pariner-
ship beginning before January 1, 1934, shall be computed
under the Revenue Act of 1932, without regard to seclions
101 /and 186 thereof (relating to capital net gain and capital
net loss) but as if section 117 of this Act (except subsection
(d) thereof) had formed a part of Title I of the Revenue
Act of 1332.

Supplement G—Insurance Companies
SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

(a) DEFINITION.—When used in this title the term

““life insurance company ’ means an insurance company

engaged in the business of issuing life insurance and annuity
contracts (including contracts of combined life, health, and
accident ingurance), the reserve funds of which held for the
fulfillment of such contracts comprise more than 50 per
centum. of its total reserve funds. |

(b) Rate OF Tax.—In lieu of the tax imposed by

section 13, there shall be levied, collected, and paid for each

taxable year upon the npet income of every life insurance.
company a tax as follows; .
(1) In the case of a domestic. life insurance-

- company, 13§ per centum of ite net inceme the amount ..
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" of s net income in evcess of the credit provided inl
subsection (¢) of this section; e
(2) In the case of a foreign life insurance:
company, 13} per centum of s net meome from -
gourees within the United Stetes the amoun! of its"
net income from sources within the United S‘tdtes n'
excess of the credit provided in subsection (c) of ‘this:
section. ' e
(For addition to rale in case of consolidated returns, see’
section 141.) KRR
(c) For the purpose only of the tax imposed by this '
section theve shall be allowed as a credit agﬁimb-net income:

the amount received as interest upon obligations of the United

1 States or of corporations organized under Aect of Congress

whichi is allowed to an individual as a credit for purposes-'

of normal tax by section 25 (a) (3) or (3).

SEC. 202. GROSS INCOME OF LIFE INSURANCE COMPANIES, - -
- {a) In the case of a life insurance company the term' -

“ gross income ” means the gross amount of income received

-'during the taxable year from interest, dividends, and rents. -
21 .

'(b) The term “reserve funds required by law”

includes, in the case of assessment insurance, sums actually - -

deposited by any company or association with State or Ter-"

titorial officers pursuant to' law as guaranty of teserve funds,’ -
and any fands ‘maintained under the charter or articles of
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incorporation of the company or association exclusively for
the payment of claims arising under certificates of member-
ship or policies issued upon the assessment plan and not
subject to any other use.
SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES.

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

(1) Tax-FREE INTEREST.—The amount of inter-
est received during the taxable year which under section
224{b})- is exempt 22(b) (4) from the taxes impesed by
this #itle 8 excluded from gross income;

(.2) RESERVE FUNDS.—An amount equal to 4
per centum of the mean of the reserve funds required by
law and held at the beginning and end of the taxable
year, except that in the case of any such reserve fund
which is computed at a lower interest assumption rate,
the rate of 3% per centum shall be substituted for 4 per
centum. Life insurance companies issuing policies cov-
ering life, health, and accident insurance combined in

_ one policy issued on the weekly premium payment plan,
continuing for life and not subject to caneellation, shall
be allowed, in addition to the above, & deduction of 34
per centum of the mean of such reserve funds (mot
required by la;w) held at the beginning and end of the

J.48873——11
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taxable year, as the Commissio’ner finds to be necessary
for the protection of the holders of such policies only;

(3) DrvipEnps.—The amount received as divi-
dends A} frmﬁ a domestic corporation which is
subject to taxation under this title, other than a corpora-
tion entitled to the benefits of section 251, and other
than a corporation organized under the China Trade
Act, 1922;-0r {B} from eny foreign eorporation when
it is shown to the satisfaction of the Commissioner
thet more than B0 per eentum of the gross ineeme of
sueh foreign ecorporaiion for the three-year peried
ending With the elose of ito taxable year preceding the
declaration of such dividends {or for sueh part of mich
peried ag the foreign eorporation has been in existenee)
was derived from seurees within the United States es
determined under seetiop 119;

(4) REsegveE FOR DIVIDENDS.—An amount
equal to 2 per centum of any sums held at the end of
the taxable year as a reserve for dividends (other than
dividends payable during the year following tl;e taxable
year) the payment of which is deferred for a period
of not less than five years from the date of the policy
contract;

A(5) INVESTMENT EXPENSES-—Investment ex-

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-
3 tion under this paragraph shall not exceed one-fourth
4 of 1 per centum of the book value of the mean of the
b invested assets held at the beginning and end of the
6 taxable year;
7 (6) ReAL pra1E EXPENSES.—Taxes and other
8 expenses paid during the taxable year exclusively upon
9 or with respect to the real estate owned by the com-
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 & 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) DEPRECIATION.—A. reasonable allowance,
22 as provided in section 23(1), for the exhaustion, wear
23 and tear of prcperty, including a reasonable allowance
24 for obsolescence; and '
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(8) InTEREST.—All interest paid er aeerted
within the taxable year on its indebt;adness, except on
indebtedness incurred or continued to purchase or carry
obligations e# seeurities (other than obligations of the
United States issued after September 24, 1917, and
originally subscribed for by the taxpayer) the interest
upon which is wholly exempt from taxation under this
title. '
(b) RENTAL VALUE OF REAL EstaTB.—The deduc-

tion under subsection (a) (6) or (7) of this section on

“account of any real estate owned and occupied in whole or

in part by a life insurance company, shall be limited to an
amount which bears the same ratio to such deduction (com-
puted without regard to this subsection) as the rental value
of the space not so occupied bears to the rental value of the
entire property.

. (c) ForeioN Lirp INSURANCE COMPANIES.—In the
oase of a foreign life insurance company the amount of its
net income for any taxable year from sources within the
United States shell be the same proportion of its net income
for the taxable ycar from sources within and without the
United States, ‘which the reserve funds required by law and
held by it at the end of the taxable year upon business
transacted within the United States is of the reserve funds
held by it at the end of the taxable year upon all business

transacted.
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1 SEC. 204, INSURANCE COMPANIES OTHER THAN LIFE Ok
2 MUTUAL. '
3 (a) ImposrTioN 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) Im the case of such a domestio insurance com-
9 pany, 134 per centum of its met ineeme the amount
10 of is met income in excess of the credit provided in
11 subsecti.on (f) of this section;
12 (2) In the case of such a foreign insurance com-
13 pany, 134 per centum of s net ineome from seurees
14 within the United States the amount of its net income
15 from sources within the United States in excess of the
16 .  credit provided in subsection (f) of this section.
17 (For addition to rate in case of consolidated returns,
18  see 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 INOOME.—“ 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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from underwriting income as provided in this subsection,
computed on the basis of the underwriting and invest-
ment exhibit of the annual statement approved by the
National Conyention of Insurance Commissioners, and
(B) gein during the taxable year from the sale or other
disposition of property, acd (C) all other items
corstituting gross income under section 22;

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

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

To all interest, dividends and rents reccived‘dur-
ing the taxable year, add interest, dividends and rents
due and accrued at the end of the taxable year, and
deduct all interest, dividends and rents due and accrued
at the end of the preceding taxable year;

(4) UNDERWRBITING INCOME.—“ Underwriting
income "’ means the premiums earned on insurance con-
tracts during the taxable year less losses incurred and

expenses incurred;
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(5) PrEMIUMS EARNED.—“ Premiums earned
on insurance contracts during the taxable year ” means
an amount computed as follows:

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

(6) Losses INCURRED.—‘‘ Losses incurred ” |
means losses incurred during the taxable year on insur-
ance contracts, computed as follows:

To losses paid during the taxable year, add sal-
vage and reinsurance recoverable outstanding at the
end of the preceding taxable year, and deduct salvage
and reinsurance recoverable outstaiding at the end
of the taxable year. To the result so obtasined add
all unpaid losses outstanding at the end of the taxable
year and deduct unpaid losses outstanding at the end
of the preceding taxable year;

(7) ExPENSES INOURRED.—" Expenses incurred ”
means all expenses shown on the annual statement
approved by the National Convention of Insurance

Commissioners, ard shall be computed as follows:
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To all expenses paid during the taxable year add

'expenses unpaid at the end of the taxable year and

deduct expenses unpaid at the end of the f)receding
taxable year. For the purpose of computing the net
income subject to the tax imposed by this section there
shall be deducted from expenses incurred as defined
in this paragraph all expenses incurred *vhich are not
allowed as deductions by subsection (c) of this section.

(¢) DepucrioNs ALLOWED.—In computing the net

income of an insurance company subject to the tax imposed

by this section there shall be allowed as deductions:

(1) All ordinary and necessary expenses
incurred, as provided in section 23 () ;

(2) All inferest as provided in scciion 23 (b) ;

(3) Taxes as provided in section 23 (c) ;.

(4) Losses incurred as defined in su'bsec.tion
(b) (6) of this section;

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

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

(7) The amount received as dividends from cor-

porations #s provided in section 23 (p) ;
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(8) The amount of interest earned during the
taxable year which under section 22 (b) (4) is exempt
from the taxes imposed by this title; and the ameunt of
interest allowed a8 o eredit under seetion 26 excluded
from gross income;

(9) A reasonable allowance for the exhaustion,
wear and tear of properfy, as provided in. section
23-{-(1).

(d) DepucTroNs oF ForReiGN CORPORATIONS.—In
the case of a foreign corporation the deductions allowed in
this section shall be allowed to the extent provided in
Supplement I.

(e} DousnrLe DepuctionNs.~-—Nothing in this section
shall be construed to permit the same item to be twice
deducted.

(f) For the purpose oaly of the tax imposed by this
section there shall be allow:d as a credit against net income
the amount received as inerest upon obligations of the United
States or of corporaticns organized under Act of Congress
which is allowed to en individual ¢s a credit for purposes of
normal tazx by section 25(a) (2) or (3).

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

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

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

SEC. 267 206. COMPUTATION OF GROSS INCOME.

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

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

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

(b) Gross INCoME.~—Mutual marine-insurance com
panies shall include inl gross income the gross premiums
collected and received by them less amounts paid for
reinsurance.

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

otherwise allowed—
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(1) MuruaL msﬁmNcm COMPANIES OTHER
THAN LIFE INSURANCE.—In the case of mutual insur-
ance companies other than life insurance companies-—
(A) the net addition required by law to be
made within the taxable year to reserve funds
(including in the case of assessment insurance
companies the actual deposit Aof sums with fState
or Territorial officers pursuant to law as additions
to guarantee or reserve funds) ; and
(B) the sums other than dividends paid
within the taxabie year on policy and annuity
contracts.
(2) MUTUAL MARINE INSURANCE COM-

PANIES.—In the case of mutual marine insurance com-

* panies, in addition to the deductions sllowed in para-

graph (1) of this subsection, unless otherwise allowed,
amounts repaid to policyholders on account of pre-
miums previously paid by them, and interest paid upon
such amounts between the ascertainment and the
payment thereof;

(3) MUTUAL INSURANCE COMPANIES OTHER
TUAN LIFE AND MARINE.—In the case of mutual insur-
ance compenies (including interinsurers and reciprocal

underwriters, but not including mutual life or mutual
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marine insurance companies) requiring their members
* to make premium deposits to provide for logses and
expenses, the amount of premium deposits 1:etumed to
their polidyholders and the amount of premium deposits
retained for the payment of losses, expenses, and
reinsurance reserves.

Supplement H—Nonresident Alien Individuals
S8EC; 211, NORMAL TAX,

o) GeNpRAL RotE—In the ease of o nenresident
alien individual whe is not & resident of o eontiguous eeuntry;
the normal tax shall be 8 per centum of the amours of the -
net income in execss of the eredis aguinsh net ineome
atowed to sueh individuak
FREEG—In the esse of an alien individunl resident in o
contigious eountry; the mormal tax shell be an amount
equal to the sun of the fellowing:

1) 4 per ecntum of the erwount by whieh the
parb of the net income attributable to wages; salaries;
professionn} fees; or other amonnts received a8 eompen-
sation for personal serviees wetuadly performied in the
Dnited States; exeeeds the personsl exemaphon end
eredit for dependents; but the mnonnt taxeble ab sueh
4 per centtn rute shall net exeeed $4;000; end
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3} 8 per eentimn of the amount of the net ineome
in exeess of the sum of {A) the amount texed under
paragraph (1) of this cubsection plus {B) tho total
eredito ogainst net incomo allowod to such individusk

{6} I Lo oF Nomyas, Tax UNpeR Spotion H—
The tex impesed by this section shall be in lieu of the normal
tax #nposed by seetion 11
SEC. 212 211. GROSS INCOME.

(a) GENERAL RULE.—In the case of a nonresident
olien individual gross income includes only the gross income
from sources \;/ithin the United Siutes.

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

SEC. #43 212. DEDUCTIONS.

(a) GENERAL Rure.—In the case of a nonresident

alien individual the deductions shail be ailowed only if and to

the extent that they are connected with income from sources

within the United States; and the proper apportionment and
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allocation of the deductions with respect to sources of income
within and without the United States shall be determined as
provided in ‘section 119, under rules and regulations pre-
scribed by the Commissioner with the abproval of the
Secretary.

(b) Losses.—

(1) The deduction, for losses not connected with
the trade or business if incurred in transactions entered
into for profit, allowed by section 23 (e) (2) shall be
allowed whether or not connected with income from
sources within the United States, but only if the profit,
if such transaction had resulted in a profit, would be
taxable under this title. |

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

(¢) CHARITABLE, Eto., CoNTRiBUTIONS.—The so-
called “ charitable contribution” deduction allowed by
section 234a}-(0) shall be allowed whether or not connected
with income from sources within the United States, bat only

as to contributions or gifts made to domestie corporations,
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or to community chests, funds, or foundations, created in the
United States, or to the vocational rehabilitation fund.
SEC. 214 213. CREDITS AGAINST NET INCOME.

In the case of a nonresident alien individual the
personal exemption allowed by section 35<{e} 25(b) (1) of
this title shall be only $1,000. The credit for dependents
allowed by section 2644} 25(b)(2) shall not be allowed
in the case of a nonresident alien individual unless he is a
resident of a contiguous country.

SEC. 216 214. ALLOWANCE OF DEDUCTIONS AND CREDITS.

(a) RErurNy 10 CONTAIN INFORMATION.—A non-
resident alien individual shall receive the benefit of the
deductions and credits allowed to him in this title only by
filing or causing to be filed with the coilector a true and
accurate return of his total income received from all sources
in the Uniled States, in the manuer prescribed in this title;
including therein all the infor.nation which the Commis-
sioner may deem necessury for the calculation of such
deductions and credits.

(b) Tax Wirm:ernp AT Soukes.—The benefit of the
personal exemption and credit for dépendents, and of the
reduced rate of tux provided for in seetion 2H{b}5 may, in

the discretion of the Commissivner and under regulations

prescribed by him with the approval of the Secretary, bo
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received by a nonresident alien individual entitled thereto,
by filing & claim therefor with the withholding agent.
SEC. 2ié 215. CREDITS AGAINST TAX.

A nouresident alien individual shall not be allowed the
credits against the tax for taxes of foreign countries and
possessions of the United States allowed by section 131.
SEC. 317 216. RETURNS.

In the case of a nonresident alien individual the return,
in lieu of the time prescribed in section 53 (a) (1), shall
be made on or belore the fifteenth day of the sixth mouth
following the close of the fiseul year, or, if the return is
wwde on the basis of the calendar year, then on or belure
the Lfteenth day of Juwe.

SEC. 218 217. PAYMENT OF TAX.

(a) TivE OF PAYMENT.—In the case of a nouresident
alicn individual the total amocuut of tax imposed by this
title shall be paid, in licu of the time preseribed in section
56 (a), on the fiftceuth day of Juie followiug the duse of
the calendar yeur, or, if the return should be made on
the basis of a fisval year, then on the tifceenih day of the
sixth mouth following the cluse of the fiscal yeur. .

(b) WirunoLping AT Source.~—For withhulding at
source of tax on incowme of nouresident alicus, sce seciion

143.
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Supplement I—Foreign Corporations
SEC. Z31. GROSS INCOME.

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

(b) Smprs UNDER ForkieN FrAa.—The income of &
forcign corporation, which consisis exciusively of earings
derived from the operation of a ship or ships docwnented
under the laws of a foreign couutry which grants an equiva~
lent exempiion to citizens of the United Staies and to cor-
porations orgauized in the Unpited States, shall not be
included in gross coine and shall be excinpt from taxation
under thig tiile.

SEC. 252. DELUCTIONS,

In the case of a foreign corporation the deductions shail
be allowed only if and to the exteut that they are connected
with income from sources within the United Staies; and the
proper appoitiomucat and sllocation of the deductions with
respect to suiteos wiibin and without the United States shall
be delerwined a8 provided in section 119, under rules and
regulatious prescribed by the Corumissioner with the approval
of the Secretary.

SEC. 243, ALLOWANCE OF DEDUCTIONS AND CREDITS.

A foreign corporution shall receive the benefit of the

deductions and credits ailowed to it in this title only by

J, 48873——12
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filing or causing to be filed with the collector a true and
accurate return of its total income received from all sources
in the United States, in the manner prescribed in this title;
including therein all the information which 'the Coramis-
sioner may deen necessary for the calculation of such deduc-
tions and credits.

SEC. 234. CREDITS AGAINST TAX.

Foreign corporations shall not be allowed the credits
against the tax for taxes of foreign countries and possessions
of the United States allowed by section 131,

SEC. 235. RETURNS.

In the case of a foreign corporation uot having any
office or place of business in the United States the return,
in lieu of the time prescribed in section 53 (a) (1), shail be
made on or before the fifteenth day of the sizth month fol-
lowing the close of the fiscal year, or, if the return is made
on the basis of the calendar year then on or before the
fifteenth day of June. If any foreign corporation has no
oflice or place of business in the United States but has an
agent in the United States, the return shail be made by the
agent.

SEC. 236. PAYMENT OF TAX.
(a) Tie oF PAYMENT.—In the case of a foreign
corporation not having any office or place of business in the

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

(b) WiTHHOLDING AT SOUEKCE.—For withholding at
source of tax on income of foreign corporations, sce
section 143.

SEC. 237. FOREIGN INSURANCE COMPANIES,

For special provisions rclating to foreign inswance
companies, see Suppiement (.
SEC. 238. AFFILIATION.

A foreign corporation shall not be deemed to be
affiliated with any other corporation within the meaning
of section 141.

Supplement J—Possessions of the United States
SEC. 25). INCOME FROM SOURCES WITHIN POSSESSIONS
OF UNITED STATES.

(¢) GENERAL RULE—In the casc of citizens of the
United States or domestic corporations, satisfying the follow-
ing conditions, gross income means only gross income from
sources within the United States—

(1) If 80 per centum or more of the gross income
of such citizen or domestic corporation (computed with-

out the benefit of this section), for the three-year period
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immediately preceding the close of the taxable year
(or for such part of such period immediately preceding
the close of such taxable year as may be applicable)
was derived from sources within a possession of the
United States; and
(2) If, in the case of such corporation, 50 per
centumn or more of its gross income (computed withour
the benefit of this section) for such period or such part
thereof was derived from the active conduct of & trade
or business within a posscssion of the United States; or
(3) If, in ease of such citizen, 50 per centum or
more of his gross income (computed without the bene-
fit of this section) for such period or such part thereof
was derived from the active conduct of a trade or busi-
ness within a possession of the Unitcd States cither on
his own account or as an cmployee or agent of another.
(b) AmounN1s RECEIVED IN UNITED STATES.~—~Not-
withstanding the provisions of subsection (a) there shali be
included in gross income all amounts received by such citi-
zens or corporations within the United States, whether de-
rived from sources within or without the United Statcs.
(¢) DEFINITION.—As used in this section the term
“ possession of the United States” does not inciude the

Virgin Islands of the United States.
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(d) DrpucrtIONS.—

(1) Citizens of the United Staies entitled to the
benefits of this section shall have the seme deductions
as ard allowed by Supplement H in the case of a
noaresident alien individual.

(2) Domestic . orporations entitled to the hencfits
of this section shall have the same deductions as are
allowed by Supplement I in the case of a foreign
corporation,

(e} Creprrs Adusse Ner Income—-A citizen of
the United Susies cutided to the benefits of this section shall
be wlowed a personul exewption of only $1.000 and shall
uot ve allowed the credit for dependents provided in section
do-ta 25(b)(2).

(f) ALLOWANCE 0i  .DUCTIONS AND CREDITS.—
Citizens of the United Stuies ard domestic corporations
entiiled to the beuefits of this section shuil receive the benefit
of the deductions and credits allowed to them in this title
only Ly [ling or causing to be filed with the collector a true
and aceutaie return of their total income received from all
sources in the United Stuics, in the mauser prescribed in
this title; including therein all the infuymation which the
Commissioner may decm uecessary for the calculation of

such deducticns and credits,
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(z) CrEpITS AGAINST TAX.—Persons entitled to the
benefits of this section shall not be allowed the credits against
the tax for taxes of foreign countries and possessions of the
United States allowed by section 131.

~ (h) AFFILIATION.—A corporation cntitled to the
benefits of this section shall not be deemed to be affiliated
with any other corporation within the meaning of sec-
tion 141.
SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

(a) Any individual who'is a citizen of any possession
of the United States (but not otherwise a citizen of the
United States) and who is not a resident of the United
States, shall be subject to taxation under this title only as to
income derived from sources within the United States, and
in such case the tax shall be computed and paid in the same
manner and subject to the same conditions 8s in the case of
other persons who are taxable only as to income derived
from such sources.

(b) Nothing in this section shall be coustrued to alter
or amend the provisions of the Act entitled “An Act making
appropriations for the naval service for the fiscal year ending
June 30, 1922, and for other purposes,” approved July 12,
1921, relating to the impesition of income taxes in the

Virgin Islands of the United States.
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1 Supplement K—China Trade Act Corporations
2 SEC. 261. CREDIT AGAINST NET INCOME.
B 3 (a) Avnowance oF Creprr.—For the purpose only
4 of thé 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 in 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

11 corporation owned on the last day of the taxcble yesr 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
17 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 undes subsection (b) of this section.
20 (b) SpeciaL DivipeND.—Such credit shall not he
21 ullowed unless the Secretary of Commerce has certified to

22 the Commissioner—

23 (1) The amount which, during the year ending
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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the benefit of such persons as on the last day of the
taxable ycar were resident in China, the United States,
or possessions of the United States, or were individual
citizens of the United States or China, and owned
shares of stock of the corporation;
(2) That such special dividend was in addition
to all other amounts, payable or to be payable to such
persons or for their benefit, by reason of their interest
in the corporation; and
(3) That such distribution has been made to or
for the benefit of such persons in proportion to the par
value of the shares of stock of the corporation’ owned
by each; except that if the corporation has more than
one class of stock, the certificates shall contain a state-
ment that the articles of incorporation prbvide a method
for the apportionment of such special dividend among
such persons, and that the amount certified has been
distributed in accordance with the method so provided.
(¢c) OwNERsHIP OF S8TOCK.—For the purposes of this
section shares of stock of a corporation shall be considered
to be owned by the person in whom the equitable right to
the income from such shares is in good faith vested.

(d) DEFINITION OF CHINA.—As used in this section
the term “ China ” shall have the same meaning as when

used in the China Trade Act, 1922
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SEC. 262 CREDITS AGAINST THE TAX. v

A corporation organized under the China Trade Kct,
1922, shall not be allowed the credits against the tax- for
taxes of foreign countries and possessions of the United
States allowed by section 131.

SEC. 263. AFFILIATION.

A corporation organized under the China Trade Act,
1922, shall ot be deemed to be affiliated with any other
corporation within the meaning of section 141.

SEC. 264. INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, sce
section 116,

Supplement L—Assessment and Collection of Deficiencies
SEC. 271. DEFINITION OF DEFICIENCY.

As used in this title in respect of a tax imposed by this
title *“ deficiency " means—

(a) The amount by which the tax imposed by this
title exceeds the amount shown as the tax by the tax-
payer upon his teturn; but the amount so shown on the
return shall first be increased by the amounts previously
assessed (or collected without assessment) as a deficieney,
and decreased by the amounts previously abated, credited,
refunded, or otherwise repaid in respect of such tax; or

(b) If no amount is shown as the tax by the tax-

payer upon his return, or if no veturn is made by the tex-
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payer, then the amount by which the tax exceeds the
amounts previously assessed (or collected without assess-
ment) as a deficiency ; but such amounts previously assessed,
or collected without assessment, shall first be decreased
by the amounts previously abated, credited, refunded, or
otherwise repaid in respect of such tax.

SEC. 272. PROCEDURE IN GENERAL.

(a) PeTITION TO BOARD OF 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 authorized to send notice of such defi-
ciency to the taxpayer by registered mail. Within 66 90
days after such notice is mailed (not counting Sunday
or a legal holiday in the District of ('olumbia as the
sixtieth ninefieth day), the taxpayer may file a petition
with the Board of Tax Appeals for a redetermination of the
deficiency. No assessment of a deficiency in respect of the
tax imposed by this title and no distraint or proceeding in
court for its collection shall be made, begun, or prosecuted
until such notice has been mailed to the taxpayer, nor until
the expiration of such 68-dey 90-day period, nor, if a petition
has becn 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
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the time such probibition is in force may be enjoined by a
proceeding in the proper court.
For exceptions to the restrictions imposed by this sub-

section, see-— BRI |7

(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 bankruptey and
receiverships; and

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

(b) CoLLecrioN OF DyricieNcy Founp BY

BoArp.—If the taxpayer files a petition with the Board, the
entire amount redetermined as the deficiency by the decision
of the Board which has become final shall be assessed and
shall be paid upon notice and demand from the collector.
No part of the amount determined as a deficiency by the
Commissioner but disallowed as such by the decision of the

Board which has become final shall be assessed or be col-
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lected by distraint or by proceeding in court with or without
assessinent. ’

(¢} FaiLure 1o Fig PemrioN.—If the taxpayer
does not file a petition with the Board within the time
prescribed in subsection (a) of this section, the deficiency,
notice of which has been mailed to the taxpayer, shall be
assessed, and shall be paid upon notice and demand from
the collector,

(d) Warver oF REsTricTIONS.—The taxpayer shall
at any time have the right, by a signed notice in writing filed
with the Commissioner, to waive the restrictions provided
in subsection (a) of this section on the assessment and collec-
tion of the whole or any part of the deficiency.

(e) INCBREASE OF DEFIOIENCY AFTER NOTICE
MArLED.—The Board shall have jurisdiction to redetermine
the correct amount of the deficiency even if the amount so
redetermined is greater than the amount of the deficiency,
notice of which has heen mailed to the taxpayer, and to
determine whether any penalty, additional amount or addi-
tion to the tax should be assessed—if claim therefor is
asseried by the Commissioner at or before the hearing or a
rehearing.

(f) ¥Furtaer DeFicieNcy LeTTERS RESTRICTED.—-
If the Commissioner has mailed to the taxpayer notice of a
deficiency as provided in subsection (a) of this section, and



| S

© ® I @ U kW

DY DD B DD DD DD e ek ek eed ek ek ped ek ek ek
S B W Y = O W NI U WY =S

189

the taxpayer files a petition with the Buard within the timg
prescribed in such subsection, the Commissioner shall have
no right o determine any additional deficiency in respect of
the same taxable year, except in the case of fraud, and
except as provided in subsection (e) of this secticn, relating
to assertion of greater deficiencies before the Board, or in
secticn 273 (c), relating to the making of jeopardy assess-
ments. If the taxpayer is notified that, on account of a
mathematical error appearing upon the face of the return.
an amount of tax in excess of that shown upon the return
ts due, and that an rssessment of the tax has been or will be
made on the basis of what would have been the correct
amount of tax but for the mathematical error, such notice
shall not be considered (for the purposes of this subsection,
or of subsection (a) of this section, prohibiting assessment
and collection until notice of deficiency has been mailed, or
of section 322 (c), prohibiting credits or refunds after peti-
tion to the Board of Tux Appeals) as a notice of a deficiency,
and the taxpayer shall have no right to file a petition with
the Board based on such notice, nor shall such assessment or
collection be prohibited by the provisions of subs:cticn (a)
of this section,

(g) JurispictioN Ovir OriER TAXABLE YEARS.—
The Board in redetermining a deficiency in respect of any

taxeble year shall consider such facts with relation to the
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taxes for other taxable years as may be neccssary correctly
to redetermine the amount of such deficiency, but in so doing
shall have no jurisdiction to determine whether or not the
tax for any other taxable year has been overpaid or
underpaid.

(h) FiNaL DEcisions or BoARD.—For the purposes
of this title the date on which a decision of the Board becomes
final shall be determined according to the provisions of
section 1005 of the Revenue Act of 1926.

(i) ProraTING OF DEFICIENCY TO INSTALL-
MENTS.—If the taxpayer has elected to pay the tax in
installments and a deficiency has been assessed, the defi-
ciency shall be prorated to the four installments. Except
as provided in section 273 (relating to jeopardy assess-
ments) , that part of the deficiency so prorated to any install-
ment the date for payment of which has not arrived, shall
be collected at the same time as and as part of such install-
ment. That part of the deficiency so prorated to any
installment the date for payment of which has arrived, shall
be paid npon notice and demand from the collector.

(j) ExTENsioN oF TiMg ror PAYMENT oF DEFI-
CIENCIES.—Where it is shown to the satisfaction of the
Commissioner that the payment of a deficiency upon the
date prescribed for the payment thereof will result in undue
hardship to the taxpayer the Commissioner, with the ap-



W W =~ & v o W N e

[ S T < T - R N T e - T . T Oy ST Y

191

proval of the Secrctary (except where the deficiency is
due to megligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may
grant an extension for the payment of such deficiency or
any part thereof for a period not in excess of eighteen
months, and, in exceptioual cases, for a further period not
in excess of twelve months. If an extension is granted, the
Commissioner may require the taxpayer to furnish a bond
in such amount, not cxceeding double the amount of the
deficiency, and with such sureties, as the Commissioner
decms necessary, conditioned upon the payment of the
deficiency in accordance with the terms of the extension.

(k) Apbress FOR Norice oF DEFICIENCY.—In the
absence of notice to the Commissioner under section 312 (a)
of the existence of a fiduciary relationship, notice of a defi-
ciency in respect of a tax imposed by this title, if mailed to
the taxpayer at his last known address, shall be sufficient
for the purposes of this title even if such taxpayer is deceased,
or is under & legal disability, or, in the case of a corporation,
has terminated its existence.

SEC. 273. JEOPARDY ASSESSMENTS.

(a) AvrtsOrITY FOR MAKING.—If the Commissioner

believes that the assessment or collection of a deficiency will

be jeopardized by delay, he shall immediately assess such

deficiency (together with all intevest, additional amounts, or
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additions to the tax provided for by law) and notice and
demand shall be made by the collector for the payment
thereof.

(b) DurrciNoy Lertues—If the jeopudy assess-
ment is made before any notice in respect of the tax to which
the jeopardy assessment relates has been mailed urder sec-
tion 272 (a), then the Commissioner shall ma’ a notice
under such subsection within sixty days afier the making of
the assessment.

(¢) AMOUNT AssksSABLE BEFORE DECISION OF
Boarp.—The jeopardy assessment may be made in respect
of a deficiency greater or less than that notice of which bas
been mailed to the taxpayer, despite the provisions of section
272(f) prohibiting the determination of additional deficien-
cies, and whether or not the taxpayer has theretofore filed
a petition with the Board of Tax Appeals. The Commis-
sioner shall notify the Board of the amount of such assess-
ment, if the petition is filed with the Board before tho
making of the assessment or is subsequently filed, and the
Board shall have jurisdiction to redetermine the entire
amount of the deficiency aund of all amounts assessed at the
geine time in connection therewith.

(d) AMOUNT ASSsisSABLE AFTuE DECISION OF
Boarp.—If the jeopardy assessment is made after tho deci-

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
9 in its decision.
3 (e) ExeirATION or Ricur 10 AssEss.—A jeopardy
4 ussessient may not be made after the decision of the Board
5 has become final or after the taxpayer has filed a petition
6 for review of the decision of the Board.
7 (f) Boxp mo Sray CoLLECcTION.—When a jeopardy
8 ussessment 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 collcctor
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) Same—Furruer Coxprrions.—If the bond ig
21 given before the taxpayer has filed his petition with the
22 Board under sectien 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 collcetion of ‘which is stayed by the bond will be paid

J. 48873—-13
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on notice and demand at auy time after the expiration
of such period, together with interest thercon at the rate
of 6 per centum per annum from the date of the jeopardy
notice and demand to the date of notice and demand under
this subsection.

(h) Warver or Stay.—Upon the filing of the bond
the collection of so much of the amount assessed as is ¢
ered by the bond shall be stayed. The taxpayer shall = .¢
the right to waive such stay at any time in respect « the
whole or any part of the amount covered by the bond, and
if as a result of such waiver any part of the amount covered
by the bond is paid, then the bond shall, at the request of
the taxpayer, be proportionately reduce! If the Board
deterrnines that the amount assessed is ;. :ter than the
amount which should have been assessed, :':en when the
decision of the Board is rendered the bond shall, at the
request of the taxpayer, be proportionately reduced.

(i) CoLLECTION OF UNPAID AMOUNTS.—When the
petition has been filed with the Board and when the amount
which should have been assessed has been determined by a
decision of the Board which has becom;a final, then any
unpaid portion, the collection of which bas been stayed by

the bond, shall be collected as part of the tax upon notice

and demand from the collector, and any remaining portion
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of the assessment shall be abated. If the amount already
collected excceds the amount determined as the amount
which should have been assessed, such excess shall be
credited or refunded to the taxpayer as provided in section
322, without the filing of clain therefor. If the amouut
determined as the amount which should have been assessed
is greater than the amount actually essessed, then the dif-
ference shall be assessed and shall be collected as part of the
tax upon notice and demend from the collector.

(j) CrAIMS IN ABATEMENT.~No claim in abatement
shall be filed in respect of any assessment in respect of any
tax imposed by this title.

SEC. 274. BANKRUPTCY AND RECEIVERSHIPS.

(2) IMMEDIATE AsskSSMENT.—Upon the adjudica-
tion of bankruptcy of any taxpayer in any bankruptey pro-
ceeding or the appointment of a receiver for any taxpayer
in any receivership proceeding before any court of the
United States or of any State cr Territory or of the District
of Columbia, any deficiency (together with all interest, addi-
tional amounts, or additions to the tax provided for by law)
determined by the Commissioner in respect of & tax imposed
by this title upon such taxpayer shall, despite the restrictions

imposed by section 272 () upon assessments be immediately

assessed if such deficiency has not theretofore been assessed
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in accordance with law. In such cases the trustee in bank-
rupley or receiver shall give notice in writing to the Com-
missioner of the adjudicalion of bankruptcy or the appoint-
ment of the receiver, and the running of the statute of limi-
tations on the making of assessments shall be suspended
for the period from the date of adjudication in bankrupicy
or the appointment of the receiver to a date 30 days after
the date upon which the notice from the trustee or receiver
is received by the Commissioner; but the suspension under
this senlence shall in no case be for a period in excess of
two years. Claims for the deficiency and such in-
terest, additional amounts and additions to the tax may be
presented, for adjudication in accordance with law, to the
court before which tho bankruptey or receivership proceeding
is pending, despite the pendency of proceedings for the rede-
termination of the deficiency in pursuance of a petition to the
Board; but no petition for any such redetermination shall be
filed with the Board after the adjudication of bankruptoy or
the appointment of the receiver.

(b) Unxpaip CraiMs.—Any portion of the claim

allowed in such bankruptsy or recvivership proceeding

which is unpaid shall be paid by the taxpayer upon notice
and demand from the collector after the termination of such
procecding, and may be collected by distraint or proceeding

in court within six years after termination of such proceed-
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ing. - Extensions of time for such payment may be had in
the same manner and subject tv the same provisions and -
limitations as are provided in section 272(j) and section
296 in the case of a deficiency in a tax imposed by this title.
SEC. 278. PERIOD OF LIMITATION UPON ASSESSMENT
'AND COLLECTION.

Except as provided in section 276—

(a) GeNgrAL RuLe.—The amount of income taxes
imposed by this title shall be assessed within twe three years
after the return was filed, and no proceeding in court with-
out assessment for the collection of such taxes shall be begun
after the expiration of such period.

(b) REQuUEsT FOR Pxon:uvr ASSESSMENT.—In the
case of income received during the lifetime of a decedent, or
by his estate during the peri(_)d of administration, or by a
corporation, the tax shall be assessed, and any proceeding
in court without assessment for the collection of such tax
shall be begun, within ene year eightcen months after writ-
ten request therefor (filed after the return is made) by
the executor, administrator, or other fiduciary representing
the estate of such decedent, or by the corporation, but not
after the expiration of ¢we three years after the return was
filed. This subsection shall not apply in the case of a

corporation unless—
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(1) Such written request noties the Commis-
sioner that the corpoi..ion contensplates dissolution at
or before the ¢x piration of such year 18 nomths period;
and

(2) The dissolution is n good faiths wgun *e:ore
the expiration of suchi yeur .8 mew i’ pewu. and

(8) The dissc.ution i8 completed.

(c) OMISSION krOM Giiiis INC woo—If ae -
payer omus from gross income an amotine coperly e ae i
therein which 18 in excess of 25 per cew wm of the amount of
ygross incume stated in the return, the tux may be assessed,
or a proceeding in court for the collection of such tax may
be begun without aasc&mc.ent, at any time within 5 years after
the return was filed.

(d) For the purpuses of subsections (a), (b), and (c) a
return filed before the last day prescribed by law for the
filing thereof shall be considered as filed on such last day.

{¢} (¢) CORBPORATION AND SHAREHOLDER.—If a
corporation makes no return of the tax imposed by this title,
but each of the shareholders includes in his return his dis-
tributive share of the net income of the corporation, then
the tax of the corporation shall be assessed within four years
after the last date on which any such shareholder’s return
was filed,
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SEC. 276. SAME—EXCEPTIUNS.

(a) Farse RerukN oB No ReTuRN.— In the case of
a fulse or fraudulent return with .nient to evade tax or of
a failure 1o file a return the t x may be assessed, or a pro-
coeding in court for the collec ion of such tax may be begun
without assessient, at any tie.

(b) Warvers.—Where before the expiration of the
time prescribed in section 275 for the assessment of the tax,
hoth the Commissioner and the taxpayer have consented in
writing to its assessment after such time, the tax may be
assessed at any time prior to the expiration of the period
ngreed upon. The period so agree;l upon may be extended
by subsequent agreements in writing made before the expira-
tion of the period previously agreed upon,

(c) CoLLECTION AFTER AsSEssMENT.—Where the
assessment of any income tax imposed by this title has been
made within the period of limitation properly applicable
thereto, such tax may be collected by distraint or by a pro-
ceeding in court, but only if begun (1) within six years
after the assessment of the tax, or (2) prior to the expira-
tion of any period for collection agreed upon in writing by
the Commissioner and the taxpayer before the expiration of
such six-year period. The period so agreed upon may be
extended by subsequent agreements in writing made before

the expiration of the period previously agreed upon.
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SEC. 277. SUSPENSION OF RUNNING OF STATUTR.

The running of the statute of limitations provided in
section 275 or 276 on the making of assessments and the
beginning of distraint or a proceeding in court for collection,
in respect of any deficiency, shall (after the mailing of a
notice under section 272 (a) ) be suspended for the period
during which the Commissioner is prohibited from making
the assessment or beginning distraint or a proceeding in
court (and in any cvent, if a proceeding in respect of the
deficiency is placed on the docket of the Board, until the
decision of the Board becomes final), and for sixty days
thereafter. ' |

Supplement M—Interest and Additions to the Tax
SEC. 291. FAILURE TO FILE RETURN,

In case of any failure to make and file a return required
by this title, within the time prescribed by law or prescribed
by the Commissioner in pursuance of law, 25 per centum of
the tax shall be added to the tax, except that when a return
is filed after such timo and it is shown that the failure to
file it was due to reasonable cause and not due to willful
neglect no such addition shall be made to the tax. The
amount so added to any tax shall be collected at the same
time and in the same manner and as a part of the tax unless
the tax has been paid before the discovery of the neglect,
in which case the amount so added shall be collected in the
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same manner as the tax. The amount added to the tax
under this section shall be in lieu of the 25 per centum addi-
tion to the tax provided in section 3176 of the Revised
Statutes, as amended.
8EC. 23%2. INTEREST ON DEFICIENCIES.

Interest upon the amount determined as a deficiency
shall be assessed at the same time as the deficiency, shall
be paid upon notice and demand from the collector, and
shall be collected as a part of the tax, at the rate of 6 per

‘centum per annum from the date prescribed for the paymeut

of the tax (or, if the tax is paid in installments, from the
date prescribed for the payment of the first installment) to
the date the deficiency is assessed, or, in the case of & waiver
under section 272 (d), to the thirtieth day after the filing of
such waiver or to the date tho deficiency is assessed which-
ever is the earlier.
SEC. 203 ADDITIONS TO THE 1TAX IN CASE OF DEFICIENCY.
(s) NeaLIGRNCE—If any part of any deficiency is
due to negligence, or intentional disregard of rules and
regulations but without intent to defraud, 5 per centumn of
the total amount of the deficiency (in addition to such
deficiency) shall be assessed, collected, and paid in the same
manner as if it were a deficiency, except that the provisions

of section 272 (i), relating to the prorating of a deficiency,
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and of seotion 303, relating to interest on deficiencies, shall
not be applicable. ' ,

(b) Fraup.—If any part of any deficiency is due to
fraud with intent to evade tax, then 50 per ocentum of the
total amount of the deficiency (in addition to such defi-
ciency) shall be so assessed, collected, and paid, in lieu of
the 50 per centum addition to the lax provided in section
8176 of the Revised Btatutes, as amended.

SEC. 2. ADDITIONS TO THE TAX IN CASE OF NON.
PAYMENT.

(a) Tax SHOWN ON RETUEN.—

(1) GENERAL RULE.—Where the amount deter-
mined by the taxpayer as the tax imposed by this title,
or any installment thereof, or any part of such amount
or installment, is not paid on or before the date pre-
scribed for its payment, there shall be collected as a
part of the tax, interest upon such unpaid amount at the
rate of 1 per centum & month from the date prescribed
for its payment until it is paid.

(2) IF EXTENSION GRANTED,—Where an ex-
tension of time for payment of the amount so deter-
mined as the tax by the taxpayer, or any installment
thereof, has been granted, and the amount the time for
payment of which has been extended, and the interest

thereon determined under section 295, is not paid in
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full prior to the expiration of the period of the extension,

then, in lieu of the interest provided for in paragraph

(1) of this subsection, interest at the rate of 1 per

oentum a month shall be collected on such unpaid

amount from the date of the expiration of the period of
the extension until it is paid.

(b) DeriorENOY.—Where a deficiency, or any
interest or additional amounts assessed in connection there-
with under section 292, or under section 298, or any addi-
tion to the tax in case of delinquency provided for in section
291, is not paid in full within ten days from the date of
notice and demand from the collector, there shall be collected
as part of the tax, interest upon the unpaid amount at the
rate of 1 per centum a month from the date of such notice
and demand until it is paid. If any part of a deficiency
prorated to any unpaid installment under section 272 (i) is
not paid in full on or before the date prescribed for the pay-
ment of such installment, there shall be collected as part of
the tax interest upon the unpaid amount at the rate of 1 per
centum a month from such date until it is paid.

(c¢) FipvuoiAries.—For any period an estate is held
by a fiduciary appointed by order of any court of wmpeteﬁt
jurisdiction or by will, there shall be collected interest at the
rate of 6 per centum per annum in lien of the interest

provided in subsections (a) and (b) of this section.
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(d) Fmine or JorarRDY BoNp.—If & bond is filed,
as provided in section 273, the provisions of subsoctions
(b) and (o) of this section shall not apply to the amount
covered by the bond,

SEC. 206. TIME EXTENDED FOR PAYMENT OF TAX SHOWN
ON RETURN.

If the time for payment of the amount determined as
the tax by the taxpayer, or any installment thereof, is
extended under the authority of section 56 (o), there shall
be collected as a part of such amount, interest. thereon at
the rate of 6 per centum per annum from the date when
such payment should have been made if no extension: had
been granted, until the expiration of the period of the
extension.

SEC. 206, TIME EXTENDED IF'OR PAYMENT OF DEFICIENCY.

If the time for the payment of any part of a deficiency
is extended, there shall be collected, as a part of the tax,
interest on the part of the deficiency the time for payment
of which is so extended, at the rate of 6 per centum per
annum for the period of the extension, and no other interest
shall be collected on such part of the deficiency for such
period. If the part of the deficiency the time for payment
of which is so extended is not paid in accordance with the
terms of the extension, there shall be collected, as a part of
the tax, interest on such unpaid amount at the rate.of 1
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. per centum & month for the period from the time fixed by
the terms of the extension for its payment until it is paid,

and wo other interest shall be collected on such unpaid
amount for such period.
SEC. 297, INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

In the case of the amount collected under sestion
278 (i) there shall be collected at the same time as such
amount, and as a part of the tax, interest at the rate of 6 per
centum per annum upon such amount from the date of the
jeopardy notice and demand to the date of notice and demand
under section 273 (i), or, in the case of the amount collected
in excess of the amount of the jeopardy assessment, interest
as provided in section 292. If the amount included in the
notice and demand from the collector under section 273 (i)
i8 not paid in full within ten days after such notice and
demand, then there shall be collected, as part of the tax,
interest upon the unpaid amount at the rate of 1 per centum
s mouth (or, for any period the estate of the taxpayer is held
by a fiduciary appointed by any court of competent j'u:isdio-
tion or by will, at the rate of 6 per centum per annum) from
the date of such notice and demand until it is paid.
SEC. 298, BANKRUPTCY AND RECEIVERSHIPS,

If the unpaid portion of the claim allowed in a bank-
ruptey or receivership proceeding, as pmvided in section 274,

i8 not paid in full within ten days from the date of notice
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and demand from the collector, then there shall be collected
as a part of such amount interest upon the unpaid portion
thereof at the rate of 1 per centum a month from the date
of such notice and demand until payment.
SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE FROM
UNITED STATES.

For additions to tax in case of leaving the United States
or concealing property in such manner as to hinder collection
of the tax, see section 140.

Supplement N — Claims against Transferees and
Fiduciaries
SEC. 311, TRANSFERRED ASSETS.

(a) MerHOD OF COLLEOTION.—The amounts of the
following liabilities shall, except as hereinafter in this section
provided, be assessed, collected, and paid in the same man-
ner and subject to the same provisions and limitations as in
the case of a deficiency in a tax imposed by this title (includ-
ing the provisions in case of delinquency in payment after
notice and demand, the provisions authorizing distraint and
proceedings in court for collection, and the provisions
prohibiting claims and suits for refunds) :

(1) TraNsSFEREES.—The liability, at law or in
equity, of a transferee of property of a taxpayer, in
reapect. of the tax (including interest, additional
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amounts, and additions o the tax provided by law)
imposed upon the taxpayer by this title,

(2) Fiuciaries.—The liability of a fiduciary
under section 3467 of the Revised Statutes in respect
of the payment of any such tax fromn the estate of the
taxpayer.

Any such liability may be either as to the amount of tax

shown on the return or as to any deficiency in tax.

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

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

(1) In the case of the liability of an initial trans-
feree of the property of the taxpayer,—within one
year after the expiration of the period of limitation for
assessment against the taxpayer;

(2) In the case of the liability of a transferee of
a transferce of the property of the taxpayer,—within
one year after the expiration of the period of limitation
for assessment against the preceding transferee, but
only if within three years after the expiration of the
period of limitation for assessment against the tax-

payer;—

28  except ihat 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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proceeding for the collection of the tax or liability in respect
thereof has been begun against the taxpayer or last preceding
transferee, respectively,—then the period of limitation for
assessment of the linbility of the transferee shall expire one

year after the return of execution in the court proceeding,
(3) In the case of the liability of a fiduciary,—
not later than one year alter the liability arises or not

later than the expiration of the period for collection

T X S O D

of the tax in respect of which such liability arises,

St
(=]

whichever is the later.

(S
—

(c) Perion POR AsSSESSMENT AGAINST Tax-

—
-]

PAYER.—For the purposes of this section, if the taxpayer is
decvased, or in the case of & corporativn, has terminated its

—
L - ]

existence, the period of limitation for ussessinent against the
taxpayor shall be the period that would be in effect had the
death or termination of existence not ocourred.

o o )
- &

(d) SuspensioN OF RUNNING OF BTATUTB oOF

LisuiTaTIONS.—The running of the statute of limitations

o
€

upon the assessment of the liabi''y of a transferee or
fiduciary shall, after the mailing to the transferee or fiduciary
of the notice provided for in section 272 (a), be suspended

N NN
W = O

for the period during which the Commissioner is prohibited

™D
<«

from making the assessment in respect of the Lability of the

S

transferee or fiduciary (and in any event, if a proceeding in

&
O

respect of the liability is placed on the docket of the Board,
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~ until the decision of the Board becomes final), and for sixty
days thereafter.

(e) Appress FOR NoTiCE OF LIABILITY.—In the

—

absence of notice to the Commissioner under section 812 (b)
of the existence of a fiduciary relationship, notice of liability
enforceable under this section in respect of a tax imposed
by this title, if mailed to the person subject to the liability at
his last known address, shall be sufficient for the purposes of

D ® 3 I v e ® N

this title even if such person is deceased, or is under a legal

-
<o

disability, or, in the case of a corporation, has terminated its
existenoe,

(f) DeriNITION OF *TBANSFERER”.—As used in

bt pmd e
GO o

this section, the term * transferee” includes heir, legatee,
14 devisee, and distributee, |
|5 SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

16 (a) Fiouorary or TAxPAYER.—Upon uotice to the
17 Commissioner that any person is acting in s 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-
91 vided and except that the tax shall be collected fr;lm the
92 estate of the taxpayer), until notice is given that the
23 fiduciary capacity has terminated.

4 (b) Fmuoiary oF TeANsFEREB.—Upon notice to
25  the Commissioner that any person is acting in a fiduciary

J. 48873——14
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capacity for a person subject to the liability specified in
section 311, the fiduciary shall‘ assume, on behalf of such
person, the powers, rights, duties, and privileges of such
person under such section (except that the liability shall
be collected from the estate of such person), until notice
is given that the fiduciary capacity has terminated.

(¢) ManNER OF NorioE.—Notice under subsection
(a) or (b) shall be givén in accordance with regulations
prescribed by the Commissioner with the approval of the
Secretary.

Supplement O—Overpayments

SEC. 321. OVERPAYMENT OF INSTALLMENT.

If the taxpayer has paid as an installment of the tax
more than the amount determined to be the correct amount
of such installment, the overpayment shall be credited against
the unpaid installments, if any. If the amount already paid;
whether or not on the basis of installments, exceeds the
amount determined to be the correct amount of the tax, the
overpayment shall be credited or refunded as provided in
section 322. "
SEC. 322. REFUNDS AND CREDITS.

(a) AvUTHORIZATION.—Where there has beon an
overpayment of any tax imposed by this title, the amount

of such overpayment shall be credited against any income,

war-profits, or excess-profits tax or installment thereof then
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1 due from the taxpayer, and any balance shall be refunded

2

© ® a9 > ;e

immediately to the taxpayer.

(b) LIMITATION ON ALLOWANCE.—

) Ppniod oF LRsPATION—No sueh eredis or
refund shell be allowed or made after two years from
of sueh period o elaim therefor is filed by the taxpayer

(1) PErRIOD OF LIMITATION.—Unless a claim
for credit or refund is filed by the taa:payez" within three
years from the time the return was filed by the ta:vpaygr
or within two years from the time the tax was paid, no
credit or refund shall be allowed or made after the
expiration of whichever of such periods expires the
later. If mo return s filed by the taxpayer, then no
credit or refund shall be allowed or made after two
years from the time the tax was paid, unless before the
expiration of such period a claim therefor is filed by
the taxpayer.

(2) LiMiT ON AMOUNT OF OREDIT OR
REFUND.—The amount of the credit or refund shall not_
exceed the portion of the tax paid during the twe three
years immediately preceding the filing of the claim,
or or, if no claim was filed, then during the twe three
years immediately preceding the allowance of the

credit or refund.
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(¢) Errecr oF PETITION TO BOoARD.—If the Com-

1
2 missioner has mailed to the taxpayer a notice of deficiency
3 under section 272(a) and if the taxpayer files & 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 an
18 amount computed in accordance with the decision of
14 the Board which has become final; and
15 (8) As to any amount collected after the period
16 of limitation upon the beginning of distfaint 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 (&) OVERPAYMENT 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 Com-
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missioner 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
unless the Board determines as part of its decision that it
was paid mere then twe within three years before the filing
of the claim or the filing of the petition, whichever is earlier.

(e) TaAx WiTHHELD AT SOURCE.—For refund or
oredit in case of excessive withholding at the source, see
seotion 143 (f).

TITLE 1A—ADDITIONAL INCOME TAXES
SEC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

(a) InposITION OF TAX.—There shall be levied, col-
lected, and paid, for each taxable year, upon the undis-
tributed adjusted net income of every ﬁerstmal holding com-
pany a surtax equal to the sum of the following:

(1) 30 per centum of the amount thereof mot in

‘excess of $100,000; plus

(2) 40 per centum of the amount thereof in e:ccéss
of $100,000. '

(b) DEFINITIONS.—As used in this title—

(1) The term “ personal holding company”
means any corporution (other than a corporation

exempt from tazation under section 101, and other than
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a bank or trust company incorporated under the laws
of the United States or of any Str?te or Terrvitory, «
substantial part of whose business i3 the- receipt of
deposits, and other than a life-insurance company)
if—(A) at least 80 per centum of its gross income for
the tazable year is derived from royaltics, dividends,
interest, annuities, and (except in thc_case of‘ regular
dealers in slock or securities) gains from the sale of
stock or securities, and (B) al any time during l)w
last half of the taxable year more than 50 per centum
in value of its outstanding stock is owned, directly or
indirectly, by or for not more than five individudls.
For the purpose of determining the ownership of stock
in a personal holding company—(C) stock ovwncd,
directly or indivectly, by a corporation, partnership,
estate, or trust shall be considered us being owned pro-
portionately by its shareholders, parthers, or benefici-
aries; (I») an in'divi(lual shall be considered as own-
ing, to the exclusion of any other individual, the stock
owned, directly or indirectly, by his family, and this
rule shall be applied in such manner as to produce the
smallest possible number of individuals owning, directly
or indirectly, more than 50 per centum in value of the
outstanding stock; and () the family of an individual
shall iinclude only his brothers and sisters (whether by
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the whole or half blood), spouse, ancestors, and lineal
descendants. |
(2) The term “ undistributed adjusted net in-
come” means the adjusted net income minus the sum of :
(A) 10 per centum of the excess of the ad-
justed net income over the amount of the dividend
deduction allowed under section 23(p);
(B) A reasonable amount used or set aside
to retire indebtedness incurred prior to January 1,
1934; and
(C) Diz;Idends paid during the tazable year.
(3) The term * adjusted net income” means the
sum of :
(A) The net income; and
(B) The amount of the dividend deduction
allowed under section 23(p);
minus the sum of :

. (C) Federal income, war-profits, and excess-
profits taxes paid or accrued, but not including the
taa: imposed by this section; and

(D) Contributions or gifts, not otherwise
allowed as a deduction, to or for the use of donees
described in section 23(o0) for the purposes therein

specified,
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(4) The terms used in this scction shall have the

same meaning as when used in Title I.

(c) ADMINISTRATIVE PRO VISI()NS.-——AHM provisio(;s
of law ( including penalties) applicable in respect of ‘the ta:cf;s
imposed by Title I of this Aet, shall insofar as not inconsiste{zt
with this section, be applicable in respect of the tax impos?:td
by this section, except that the provisions of section 131 of
that title shall not be applicable. |

(d) IMPROPER ACCUMULATION OF SURPLUS.——F&;-
surtax on corporations which aqcumuldte surplus to avo;il;
surtax on stockholders, see section 102, |

TITLE lI—AMENDMENTS TO ESTATE TAX
SEC. 401. REVOCABLE TRUSTS. |

Section 302(d) of the Revenue Act of 1926 is amended
to read as follows: | , |

“(d)(1) To the extent of any interest therein of which
the decedent has at any time m;zde a transfer, by trust or
otherwise, where the en];oyment thereof was subject at the date
of his death to any change through the exercise of a power,
cither by the decedent alone or in conjunction with any per-
son, to alter, amend, or revoke, or where the decedent relin-
quished any such power in contemplation of his death, excep
in case of a bona fide sale for an adéquate and full considera-
tiop in money or money's worth. |
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“(2) For the purposes of this subdivision the power
to alter, amend, or revoke shall be considered to exist on the
date of the decedent's death even though the exercise of the
power 18 subject o a precedent giving of nolice or even
though the alteration, amendment, or revocation takes effect
only on the expiration of a stated period after the exercise
of the power, whether or not on or before the date of the
decedent's death notice has been given or the power has been
exercised. In such casés proper adjustment shall be made
representing the inderests which would have been excluded
from the power if the decedent had lived, and for such pur-
pose if the notice has not been given or the power has not
been exercised on or before the dale of his death, such notice
shall be considered to have been given, or the power exercised,
on the dats of his death.

“(3) The rélinquishm;mt of any such power, not admit-
ted or shown to h.ape been in contemplation of the decedent's
death, made within two years prior to his death without
such a consideration and affecting the interest or interests
(whether arising from one or more transfers or the creation
of one or move trusts) of any one beneficiary of a value or
aggregate value, at the time of such death, in excess of
$5,000, then, to the extent of such excess, such relinquish-

ment or relinquishments shall, unless shown to the contrary,
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be deemed to have been made in contemplation of death

within the meaning of this title; "

Nore~Section 302(d) of the Revenue Act of 1926 will, after the
above amendment, read as follows: -

Skc. 302. The value of the gross estate of the decedent shall be de-
termine 1 by including the value at the time of his death of all property,
real or personal, tangible or intangible, wherever situated—

] L] * . * ] *

(d) (1) Lo the extent of uny 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 date of his death to any change through
tlie exercise of a power, either by the decedent alone or in conjunction
with any person, to alter, amend, or revoke, or whero the decedent relin-
quished any such power in contemplation of his death, except in case of
a bona fide sale for an adequate and full consideration in money or
money’s worth.

(8) For the purposes of this subdivision the power to alier, amend, or
revoke shall be considered to exist on the date of the decedent’s death even
though the exercise of the power is subject to a precedent giving of notice.or
even though the alteration, amendment, or revocation tai;e effect only on
the expiration of a stated period after the exercise of the power, whether or
not on or b%fore the date of the decedent’s death notice has been given or the
power has been exercised. In such cases proper adjustment shall be made
represending the inderests which would have been excluded from the power if
the decedent had lived, and for such purpose if the notice has not been given
or the power has not been exercised on or before the date of his death, such
notice shall be considered to have been given, or the power exercised on the
date of his death.

3) The relinquishment of any such power, not admitted or shown
to havo been in contemplation of the dacedent’s death, made within two
years prior to his death but after the ennetment of this Aet without such
a consideration and affecting the interest or interests (whether arising
from one or more transfers or the creation of one or more trusts) of any
one beneficiary of & 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 shel be shall, unless shown to the contrary, be deemed
mal;ave%een made in contemplation of death within the meaning of this
title; ~

SEC. 402. PRIOR TAXED PROPERTY.

Paragraph (2) of subdivision (a) and paragraph
(2) of subdivision (b) of section 303 of the Revenuec Act
of 1996, as amended, are amended by inserting before the
period at the end of the second sentence 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 in respect of the property
or property given in exchange therefor .

Note.—Scction 303 (a) (2) and 303 (b) (2) of the Revenue Aot of
1926 will, after the above insert, read ns follows:

SEc. 303. For the purpase of the tux the value of the net estate
shall be determined—

(8) in the case of a nonresident by deducting from the value of the
gross estate—

* » * * ] * *
(2) An amount equel to the value of any property (A) form-
ing 8 ert of the gross estate situnted in the United States of any person
who died within five yewrs prior to the death of the decedent, or (B)
transferred to the decedent Ky gift within five years prior to his doath,
where such property can be 1dentified as having been received by
the decedent from the donor by gift, or from suc !)rior decedent by
EL‘:, bequest, devise, or inheritance, or which can be identified as having
n 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 finnlly determined and paid by or on behalf of such donor, or the
estato of such prior decedent, as the case may be, and only in the amount
finally deterinined as the value of such ﬁroperty 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 esiate estale, and only if in determining the value of the net ectate
of the prior decedent no deduction was allowable under thve paragraph in
respect of the pmﬁmy or property given in e:rchanfc therefor. ere
a deduction was allowed of any mortgage or other lien in determini
the gift tax, or the estate tax of the prior decedent, which was pai
in whole 6r in part prior to the decedent’s death, then the deduction allow-
able under this paragraph shall bo 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 tho decedent’s
gross estate. Where the property referred to in this paragraph consists
of two or more items the a.ggr$dto value of such items shall be used for
the purpose of computing the deduction.

* » » L] * * »

~(b) In the case of & nonresident, by deducting from the value of that
{»Jn'r‘t e(:lf éus gross estate which at the time of his death is situated in the
nit tates— :

* » L] L * L L]

(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 8rior to the death of the decedont, 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 acquire
in exchange for property so received. This deduction shall be allowed
only where & gift tax imposed under the Revenue Act of 1932, or an
estate tax imposed under this or anly ?rior Act of Congress, was finall
determined and paid by or on behalf of such donor, or the estate of suc
prior decedent, as the case may be, and only in the amount finally deter-
mined as the value of such property in determining the value of the gift,
or the gross estate of such prior decedent, and only to the extent that the
value of such property is included in that part of the decodent’s gross
gstate which at the time of his death is situated in the United Syates
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States, and oniy if in delermining the value of the nel estate of the prior
decedent no deﬂludion was allowable under this para%aph in rcs({pwt of
the property or properly given in exchange therefor. here a deduction
was allowed of any mortgage or other lien in determining the gift tax,
or the estate tax of the prior decedent, which was paid 1n whole or in
part prior to the decedent’s death, then the deduction allowable under
this paragraph shall be reduced by the amount so paid. The deduction
allowable under this paragraph shall be reduced ‘{ 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
untﬁar this paragraph bears to the value of that part of the decedent’s

ss estate which at the time of his death is situated in the United
States. Whore the property referred to in this paragraph consists of
two or more items tge aggregate value of such items shall be used for
the purpose of computing the deduction.

Nore.—See also the amendments proposed (o the above provisfons
by section 403 of this bill.

SEC. 403. CITIZENSHIP AND RESIDENCE OF DECEDENTS. ,

(a) Section 303(a) of the Revenue Act of:1.926', as
amended, is amended by striking out “ In the case of a
resident” and inserting in liew thereof *“ In the case of a

cilizen or resident of the United States ”.

Nore.—Section 303(a) of the Revenue Act of 1026 will, after the
above amendment, read as follows:

Skc. 303. For the purpose of the tax the value of the net estate shall
be determined—

(n) In the case of n citizen or rvesident of the United States, by de-
ductmg f.ron: tl'n’e value of the gross estate—

(1

(b) Section 808(b) of such Act, as amended, is
amended by striking out “ In the case of a monresident”
and inserting in liew thereof “ In the case of a nonresident

not a citizen of the United States ..

Nore.—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 States,
b]y deductinﬁ from the value of that part of his gross estate which at
the time of his (.leath is situated in the United States—

(1) s ®
(c) Section 303(c) of such Act, as amended, is
amended by striking out “in the case of a nonresident”
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and inserting in liew thereof *“ in the case of a nonresident

not a citizen of the United States ",

Nore—Section 303(c) of the Revenue Act of 1926 wiil, ©fter the
above amendment, read as follows:

(¢) No deduction shall be allowed in the case of a nonresident not o
citizen of the United States unless the executor includes in the return
required to be filed under section 304 the value at the time of his death
of that part of the gross estate of the nonresident not situated in the
United States.

(d) Section 303(d) and (e) of such Act, as
amended, are amended by striking out the phrase “ non-
resident decedent” wherever such phrase appears in such
subdivisions and inserting in liew thereof in each case  non-
7'esident‘ not a citizen of the United States”.

-Nore.—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 deeedent not a citizen of the United
States shall be deemed pmpart{ within the United States, and eny
property of which the decedent has made a transfer, by trust or other-
wise, within the meaning of subdivision (¢) 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 tho 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 extént u consideration “in money or money’s

worth,”

(e) The amount receivable as insurance upon the life of a non-
resident deeedent not a citizen of the United States, and any moneys
deposited with any person carrying on the banki i)usiness, by or for
a nonresident not a citizen of the United States who was not
engaged in business in the United States at the time of his death, shall
lsxot, or the purpose of this title, be deemed property within the United

tates,

(e) Section 304(a) and (b) of such Act, as
amended, are amended by striking out ‘‘ nonresident”
wherever such word appears and inserling in liew thereof

in each case “‘ nonresident not a citizen of the United States .

Nore.—3ection 304(a) and (b) of the Revenue Act of 1926 will,
after the above amendment, read as follows:

Sec. 304, (a) The 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 notice thereof to the collector. The executor shall also,
at such times and in such manver as may be required by regulations
made pursuant to law, lile with the collector a return under oath in
duplicate, setting forth (1) the value of the gross estate of the dece-
dent at the tiine of his death, or, in case of 4 nonresident not a citizen
of the United States, of that part of his gross estate situated in the
United States; (2) the deductions allowed undor section 303; (8) the
value of the net estate of the decedent ns defined in section .308; and
(4) the tax paid or payable thereon; or such part of such information
as may at the time be ascertainuble and such supplemental data as may
be necessury to cstablish the correct tax.

(b) Return shall be made in all caes where the gross estate at
the death of the decedent exceeds $100.000, and in the case of the estate
of every nonresident not a ocitizen of the United States any purt of
whose gross estate is situnted in the United States. If the executor is
unable to make a complete return as to any part of the gross estate of
the decedent, he shall include in his return a description of such part
and the name of every person holding a legal or beneficiul interest
therein, and upon notice from the collector such person shall in like
manner make & return as to such part of the gross estate.

(f) Section 408 of the Revenue Act of 1932 is amended
by striking out “ resident decedent” and inserting in lieu
thereof ** citizen or resident of the United States”.

Nore.—Section 403 of the Revenue Act of 1932 will, after the above
amendment, read as follows: .

SEC. 403. ASSESSMENT, COLLECTION, AND PAYMENT OF TAX,

Except as ﬁrovidcd in section 402, the tax imposed by section 401
of this Act shall be assessed, collected, and fmid, in the same manner,
and shall be subject to the same provisions of law (inclu penalties),
as the tax imposed by section 301 (a) of the Revenue Act of 1926, except
that in the case of a resident deeedent cilizen or resident of the United States
a roturn shall be required if the value of the gross estate at the time of the
decedent’s death exceeds $50,000. .

SEC. 404. REAL ESTATE SITUATED OUTSIDE THE UNITED
STATES.

So much of section 302 of the Revenue Act of 1926
as reads as follows: * The value of the gross estate of the
decedent shall be determined by including the value at the
time of his death of all property, real or persondl, tangible
or intangible, wherever situated” i3 amended to read as

follows: * The value of the gross estate of the decedent shall
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he determined by including the zalue at the time of his death
of all property, real or ]ufrswml, tangible or intangible,
trherever situated, eccept real property situated outside the

United States .

Nore.—The umendment to section 302 of the Rovenue Act of 1926
made by this section consists of the addition of u commn and the words
“except real property situnted outside the United States”.

SEC. 405. ESTATE TAX RATES. 4
(a) The last fourteen parayraphs of section 401(b)
of the Ievenue Act of 1932 are amended to read as follows:
$126,000 upon wnet estates of $1,000,000; and wpon
net estates in excess of $1,000,000 and not in excess of
$1,500,000, 20 per' centum in addition of such excess.
$226,000 upon net estates of $1,500,000; and upon
net estates in excess of $1,500,000 and not in creess of
$2,000,000, 22 per centum in addition of such cxcess.
- $336,000 u‘,p(m'net estates of $2,000,000; and wpon
net estales in excess of $2,000,000 and not in excess of
$2,500,000, 25 per centum in addition of such ercess.
$461,000 upon net estates of $2,500,000; and upon
net eatates in excess of $2,500,000 and not in cxcess of
$3,000,000, 27 per centum in addition of such excess.
$596,000 upon net estates of $3,Q00,000; and upon
net estates in excess of $3,000,000 and not in excess of

$3,500,000, 30 per centum in addition of such excess.
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$746,000 upon net estates of $3,500,000; and upon
net estates in excess of $3,500,000 and mot in excess of
$4,000,000, 32 per centum in addition of such excess,
$£906,000 upon net estates of 54,000,000; 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.
$1,081,000 upon net estates of $4,500,000; and wpon
net estates in excess of $4,600,000 and not in ecacess of
$5,000,000, 37 per centum in addition of such excess.
$1,266,000 upon net estates of $5,000,000; and upon
net estates . excess of $5,000,000 and not in eacess of
$6,000,000, 40 per centum in addition of such aicess.
81,666,000 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.
$2,086,000 upon net estates of $7,000,000; and upon
net estates in cxcess of $7,000,000 and not in cxcess of
$8,000,000, 44 per centum in addition of such excess. A
$2,526,000 upon net estates of $8,000,000; and upon
net estates in cxcess of $8,000,000 and not in excess of
$9,000,000, 46 per centum in addition of such excess.
$2,986’,0?0 upon nel estates of $9,000,000; and upon
net estutes in excess of $9,000,000 and not in excess of

$10,000,000, 48 per centum in addition of such excess.
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$3,466,000 upon net estates of $10,000,000; and upon
net estates in excess of $10,000,000, 50 per centum in addi-

tion of such excess.

Nore.—Section 401(b) of the Revenue Act of 1932 will, after the
abuve 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 net 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 centumn in addition of such
excess.

$300 uj)on net estates of $20,000; and upon net estates in excess of
$20,000 and not in excess of §30,000, 3 per centuin in addition of such
excess. .

$600 u(i)on 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, 8 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
6XCoss,

$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
oxXcess,

$14,000 upon net estates of $200,000; and upon net estates in excess
of $200,000 and not in excess of $400,000, 11 per centum in addition of
such excess,

$36,000 upon net estates of $400,000; and upon net estates in excess
of $400,000 and not in excess of $600,000, 13 per centum in addition of
such excess.

$62,000 upon net estates of $600,000; and upon net estates in excess

“of $600,000 and not in excess of $800,000, 15 per centum in addition of

such excess.

$92,000 upon net estates of $800,000; and upon net 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, 48 20 per centum
in addition of such excess.

$331+;000 $226,000 upon net estates of $1,500,000; and upon net
estates in excess of $1,500,000 acd not in excess of $2,000,000, 3+ 22
per centum in addition of such excess.

$3236;000 $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, 23 2
per centum in addition of such excess. '

$461,000 upon net estates of $2,600,000; and upon net

estates in excess of $2,600,000 and not in excess of $3,000,000, 26 £7
per contum in addition of such excess.

$566;000 $696,000 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, 3% 30
per centum in addition of such excess.

$7064;000 $746,000 upon net estates of $3,500,000; and upon net
estates in excess of $3,600,000 and not in excess of $4,000,000, 20 32
per centum in addition of such excess.

J.48873——15
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$846,000 3906,000 upon net estates of $4,000,000; and upon net
eatates in excess of $4,000,000 and not in excess of $4,500,000, 3+ 35
per centum in addition of such excess.
$1,081,000 upen net estates of $4,600,000; and upon net
estates in excess of $4,500,000 and not in excess of $5,000,000, 33 $7
per centum in addition of such excess.
$1,266,000 upon net estates of $56,000,000; and upon net
estates in excess of $5,000,000 and not in excess of $6,000,000, 35 40
per centum in addition of such excess.
$1,616,000 $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, 3% 42
per centum in addition of such excess.
$1;886;000 $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, 30 44
per centum in addition of such excess.
$8;278;000 $2,626,000 upon net estates of $8,000,000; and upon net
estates in excoss of $8,000,000 and not in excess of $9,000,000, 4+ 46
per centum in addition of such excess.
$2;686,000 $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, 43 48
per coentum in addition of such excess.
$3;118;000 $3,466,000 upon net estates of $10,000,000; and upon net
estates in excess of $10,000,000, 46 60 per centum in addition of such
excem.

(b) The amendments made by this section shall be
effective only with respect to transfers of estates of decedents
dying after the date of the enactment of this Act.

SEC. 406. NONDEDUCTIBILITY OF CERTAIN TRANSFERS.

Section 303(a)(3) and section 303(b)(3) of the
Revenue Act of 1926, as amended, are amended by inserting
aftér “individual ', wherever appearing therein, a comma
and the following: “ dnd no substantial pdrt of the activities
of which 18 participation in partisan politics or 8 carry-
ing on propaganda, or otherwise attempting, to influence
legislation .

Nore.—Section 303(a) (3) of the Revenue Act of 1926, as amended,
will, after the above amendment, read as follows:

Skc. 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—

* ] s . * | J . *
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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 Columha, 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 actimities of which is participation in partisan
politios or is carrying on propaganda, or otherwise attempting, to
influence legislation, or to a trustee or trustees, or a fraternal society,
order, or association operutinlumder 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 reiigious,
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, 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 purngmlih 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} (3? of the Revenue Act of 1926, as amended, will,
after the above amendment, 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—

. ] * L] * L] *

(8) The amount of all bequests, legacies, devises, or transfers, to
or for the use of the United States, any State, Territory, any pofiti~
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 substantial part of the activities of which i3
participation in partisan politics or is carrying on propaganda, or
otherwise attempting, to influence legislation, or to a trustee or trustees,
or a fraternal society, order, or association operating under the lod
system, but only if such contributions or gifts are to be used within
tﬁe United States by such trustee or trustecs, or by such fraternal
society, order, or ussociation, exclusively for religious, charitable,
scientific, literary, or educational pu y 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, ure, 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 raragmph, then the amount
deductible under this paragraph shall be the amount of such bequests,
legacies, or devises rec ucedg 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 ectate,
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TITLE III—AMENDMENTS TO PRIOR ’ACTS AND
MISCELLANEQUS

SEC. 501. PERIOD FOR PETITION TO BOARD UNDER PRIOR ACTS.

Section 274(a) of the Revenue Act of 1926, section
308(a) of the Revenue Act of 1926, section 513(a) of the
Revenue Act of 1932, and section 272(a) of the Revenue
Act of 1928 and the Revenue Act of 1932 (relating to the
period during which a tazpayer may petition the Board of
Tax Appeals for redetermination of a deficiency), are
amended by siriking out “ 60 days ” and inserting in lieu
thereof *“ 90 days"; by striking out “‘ not counting Sunday
as the siztieth day " and inserting in lieu thereof * not count-
ing Sunday or a legal holiday in the District of Columbia
as the ninetieth day’’; and by striking out ** 60-day” and
inserting in.lieu thereof “ 90-day”. The amendments made
by this section shall apply only in respect of notices mailed
after 30 days after the date of the enactment of this Act.

Nore.—Section 274(a) of the Revenue Act of 1926, section 308(a)
of the Revenue Act of 1926, section 513(a) of the Revenue Act of 1982,
and soction 272(a) of the Revenue Act of 1928 and the Revenue Act of
1982 will, after the above amendments, read as follows:

Skc. 274. (a) If in the case of any taxpayer, the Commissioner
determines that there is a deficiency in respect of the tax imposed b
this title, the Commissioner is authorized to send notice of such defi-
ciency to the taxpayer by rogistered mail. Within 60 deye 90 days
after such notice 18 mailed (net eeunting Sundey 89 the sixtieth day
not counting Sunday or a legal holiday in the District of Columbia as the
ninetieth day), the taxpayer may filo & petition with the Board of Tax
Appeais 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 b
this title and no distraint or grooeeding in court forits collection shaﬁ
be made, begun, or prosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 66-dey 90-day period, nor, if
a petition has been filed wath the Board, until the decision of the Board
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hes 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 b{ a Krocecding in the proper court. o

Sec. 308, (a) If the Commissioner dotermines that there is a de-
ficiency in respect of the tax imposed by this title, the Commissioner
is autiorized to sond notice of such deficioncy to the executor by
registored mail. Within 60 days 90 days after such notice is mailed
iﬁlooeeuaﬁag,s»ndoymfheei*ﬁﬁhdwnot counding Sunday or a legal

uiaﬁyl in the District of Columbia as the 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 shall be made, begun, or prosecuted
until such notice has besn mailed to the executor, nor until the expi-
ration of such 60-dey 90-day period, nor, if a petition has been filed
with the Board, until the decision of the Board has become final. Not-
withstanding the Erovxsions 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.
SEC. 513, ASSESSMENT AND COLLECTION OF DEFICIENCIES.

(8) PETiTION TO BOARD OF TaXx ApPEALS.—If the Commissioner
determines that thero is a deficiency in respect of the tax imposed by this
title, the Commissioner is authorized to send notice of such deﬁcienci
to the donor l:ly rogistered mail. Within 80 daye 90 days after suc
notice is mailed (not counting Sundey ee the sintieth day nol counting
Sunday or a legal holiday in the District of Sﬁlumbia as the ninetisth dag ,
the donor may file & petition with the Board of Tax Appeals for a rede-
termination of the deficiency. No assessment of a deficiency in respect
of the tax imposed EK this title and no distraint or proceeding in court
for its collection shall be made, begun, or prosecuted until such notice
has been mailed to the donor, nor until the expiration of such 66-dey
90-day period, nor, if a petition has been filed with the Board, until the
decision of the Board has become final. Notwithstanding the provisions
of section 3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during the time such
prog'biuon is in force may be enjoined by a proceeding in the proper
court.

For exceptions to the restrictious imposed by this subsection see—

d (1) Subsuction (d) of this section, relating to waivers by the

onor; A
(2) Subsection (f) of this section, relating to notifications of
mathematical ervors ap{\eqring upon the face of the return;

(3) Section 514, relating to jeopardy assessments; X
(4; Section 516, relating to bankruptcy and receiverships; and
(6) 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 tax-
. payer, the Commissioner determines that there is a deficioncy in respect
of the tax imposed by this title, the Commissioner is authorized to send
notice of such deficiency to the _taxp:ger by registered mail. Within
80 days 90 days after such notice is malled (net eeunting Sundey a8 the
sixtioth day not counting Sunday or a legal holiday in the Dnstrict of
Columbia as the ninetieth day), the taxpayer may file a petition with the
Board of Tax Appeals for & redetermination of the deficisncy. No
assessment of a doficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its colection shall be made, hegun,

or prosecuted until such notice has been mailed to the taxpayer, nor

ta",’
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until the expiration of such 90-day period, nor, if & petition has
been filed with the Board, until the decision of the Board has become
final. Notwithstandi.nf the provisions of section 3224 of the Revised
Statutes the meking of such assessment or the beginning of such pro-
ceeding or distraint during the time such prohibition is in" force may be
enjoined by a proceeding in the proper court.

For excegtions to the restrictions imposed by this subsection, see—

(1) Subsection (d) of this section, relating to waivers f)y the
taxpayer, .

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

%3) Section 273, reﬁzting to jeopardy assessments;

4) Section 274, relating to bankruptcy and receiverships; and

5) Section 1001 of the Revenue Act of 1026, 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.

(8) PeTiTioN To BoARD OoF Tax AppEaLs.~—If in the case of any
taxpayer, the Commissioner determines that there is & deficiency in
reegect, 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 66 days 90 days after such notice is mailed (neé eeunting
3 @6 the eixtioth day nol counting Sunday or a legal holiday in the
Drstrict of 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, begun, or prosecuted until such notice has been mailed to the
taxpayer, nor unti the cxpiration of such 60-day 90-doy 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 imposeg by this subsection, see—

(1) Subsection (d) of this section, relating to waivers ‘xy the
taxpayer;

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

(8) Section 273, relating to jeopardy assessments; )

(4) Section 274, relatinﬁ to bankruptcy and receiverships; and

. (5) Section 1001 of the Revenue Act of 1926, as amended, relat-

ing to assessment or collection of the amount of the deficiency

determined by the Board pending court review.

SEC. 502. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.
(a) Section 610 of the Revenue Act of 1928 is amended
by «adding at the end thereof a new subsection to read as
follows:
“(c) Despite the provisians of subsections (a) and
(b) such suit may be brought at any time within five years

from the making of the refund if it appears that any part
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of the refund was induced by fraud or the misrepresentation
of a material fact.”
(b) The amendment made by subsection (a) of this
section shall not apply to any suit which was bdrred on the

date of the enactment of this Act.

Norz—Section 610 of the Revenue Act of 1928 will, after thé addi-
tion of the new subsection, read as follows:

SEC. 610. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED,

(3) 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 i begun within two years
after the making of such refund.

(b) Any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) which has been
erroneously refunded (if such refund would not be considered as
erroneous under section 608) may be recovered by suit brought in the
name of the United States, but only if such suit is begun before the
expiration of two years after the making of such refund or before
May 1, 1928, whichever date is later.

(0) Despite the provisions of subsections (a) and (b) such suit may
be brought at any time within five years from t makz'fzg of the refund
if it appears that any part of the refund was induced by fraud or the
misrepresentation of a material faot.

SEC. 503, STATUTE OF iIMITATIONS ON SUITS FOR REFUND.

Section 608(b)(2) of the Bevenue Act of 1928 is
amended by adding at the end thereof a new sentence to read
as follows: “ If such agreement has been entered into, the
running of such statute of limitations shall be suspended in

accordance with the terms of the agreement.”

Norr.—Section 608 of the Revenue Act of 1928 will, after the addi-
tion of the new sontence, read as follows:

SEC. 608, EFFECT OF EXPIRATION OF PERIOD OF LIMITATION
AGAINST TAXPAYER, : -
A refund of any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) made after the
enactment of this Act, shall be considored erronecus—
(8) 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 &x;:per time and disallowed
by the Commissioner after the enactment of this Act, if the refund was
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made aftar the expiration of the period of limitation for filing suit,

unless— .

}1; within such period suit was begun by the taxpayer, or

2) within such period, the taxpayer and the Commissioner
agreed in writing to euspemi the running of the statute of limita-
tions for filing suit from the date of the a ent to the date of
final decision in one or more named cases then pending before the
United States Board of Tax Appeals or the courts. If suoh agree-
ment has been entered into the running of such stabute of limitations
shall be suspended in accordance with the termes of the agreement.

SEC. 504. OVERPAYMENTS FOUND BY THE BOARD OF TAX
APPEALS.

(a) The last sentence of section 322(d) of the Revenuc
Act of 1932 and of the Revenue Act of 1928 are amended to
read as follows: “ No such credit or refund sholl be made of
any portion of the tax unless the Board determines as part
of its decision that it was paid within two years before
the filing of the claim or the filing of the petition, whichever
i8 earlier.”

Nore.—Section 322 (d) of the Revenue Act of 1932 and of the
Revenue Act of 1928 will, after the above amendment, read as follows:
(d) OVERPAYMENT Fouxp By Boarb.—If ihe Board finds that

- thare is no deficiency and further finds that the taxpayar has made

an overpayment of tax in respect of the taxable yesr 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 unless the Board determines as part of its
decision that ¥ was paid mere then within two years before the filing of
the claim or the filing of the petition, whichever is earlier.

(b) The last sentence of section 528( d) of the Revenue
Act of 1932 is amended 1o reud as follows: “No such credit
or refund shall be mude of any portion cf the lax unless the
Board determines as part of its decision that # was paid
within three years before the filing of the claim or the filing

of the pelition, whichever 18 earlier.”
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Nore.—Section 528(d) of the Revenue Act of 1933 will, after the
above amendment, read as follows: ’

(d) OvsrraYMENT FouND BY BoarD.—If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of
which tha Commissioner determined the deficiency, the Board shall

« have jurisdiction to determine the .amount of such overpayment, and
such amount shell, when the decision of the Board has become final
be credited or refunded to the taxpayer. No such credit or .refund
shall be made of any portion of the tax unless the Board determines as

- part of Us dscision that it was paid mere then within three years before ,
the filing of the claim or the filing of the petition, whichever is earlier.

(c) Thc ldst sentence of section 284(e) of the Revenuc
Act of 1926, as amended, is amended to read as follows:
“Unless the Board determines as part of its decision that

—

the claim for credit or refund, or the petition, was filed
within the time prescribed in subdivision (g) for filing
claims, no such credit or refund shall be made of any por-
tion of the taz unless the Board determines as part of its
decision that it was paid within four years (or, in the case

® ® I D Ot e W

of a tax imposed by this title, within three years) before the
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filing of the claim or the filling of the petition, whichever

[
[ )

18 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 yoar in respect of which the Commissioner determined the
deficiency, the Board shall have jurisdiction to determine the amount of

“such overpayment, and such amount ghall, when the decision of the
Board has beconie final, be credited or refunded to the taxpayer as
provided in subdivision (a). Unless eleim for ercdit or or the

id more than four yeare {(er; in the ease of o tax impesed by this title;
mmmmmmmdmmm&g of the
petition; whiehever iy earlier: Unless the Board delermines as parl
of its decision that the claim for credit or refund, or the petition, was

L within the time prescribed in subdivision (g) for filing claims, no
such credit or refund shall be made of any portion of the tax unless the
Board determines as part of its decision that 1 was pard within four years
(or, in the case of & taz imposed by this titls, within thres years) before the
Jiling of the claim or the filing of the petition, whichever 18 earlier,

L 0
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(d) The last sentence of section 319(c) of the Revenue
Act of 1926, as amended, i3 amended to read gs follows:
“No such refund shall be made of any portion of the tax
unless the Board determines as part of ils decision that i
was paid within four years (or in the case of a tax imposed
by this title, within three years) before the filing of the claim
or the filing of the petition, whichever 18 earlier.”

Note.—Section 319 (c) of the Revenue Act of 1926, as"amended,
wi]l, after the above amendment, read as follows: ‘

(c) If the Board finds that thero is no deficiency and further finds
that the executor has made an overpayment of tax, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be credited
or refunded to the executor as provided in section 3220 of the Revised
Statutes, as amended. No such refund shall be made of any portion of
the tax paid mere shan unless the Board determines a8 part of its decision
that 1t was paid within four years (or, in the case of a tax imposed by this
title, mere than within three years) before the filing of the claim or the
filing of the petition, whichever is earlier.

(¢) The amendments made by subsections (a), (b),
(c), and (d) of this section shall have no effect in the case
of any proceeding before the Board on a pelition if any
hearing by the Board thercon has been held prior to 30
days after the date of the enactment of this Act.

SEC. 505. BANKRUPTCY AND RECEIVERSHIPS.

(a) Section 274(a) of the Revenue Act of 1932 and
the Revenue Act of 1928 and section 282(a) of the Revenue
Act of 1926 are amended by inserting after the first sentence
thereof the following:

“In such cases the trustee in bankruptcy or receiver shall
give notice in writing to the Commissioner of the adjudi-

cation of bankruptcy or the appoiniment of the receiver, and
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- the running of the statute of limilations on the making of

assessments shall be suspended for the period from the date
of adjudication in bankruptcy or the appointment of the
receiver lo a date 30 days after the date upon which the
nolice from the trustee or receiver s received by the Com-
missioner; but the suspension under this sentence shall in no

case be for a period in excess of two years.”

Nore.—Section 274(a) of the Revenue Act of 1932 and the Revenue
Act of 1928 will, after the above insertion, read ag follows:

(a) InsepiaTe Assessment.~Upon the adjudication of bankruptey
of any taxgmyer in any bankruptey proceeding or the appointment of
& recoiver for any taxpayer in any receivership proceedinf before any
court of the United States or of any State or Lerritory or of the District
of Columbia, any deficiency (together with all interest, additional
amounts, or additions to *the tax provided for by law) determined b
the Commissioner in respect of a tax imposed by this title upon sucg
taxpayer shall, despite the restrictions imposed by section 272(a) upon
assessiments bo immediately assessed if such deficiency has not theretofore
been asscssed in accordance with law. In such cases the trustes in bank-
ruptey or receiver shall give notice in writing to the Commissioner of
the adjudication of bankruptoy or the appointment of the veceiver, and
the running of the statute of limitations on the making of assessments
shall be suspended for the period from the date of adjudication tn bank-
ruptcy or the appointment of the receiver to a date 30 days after the
date upon which the nutice from the trustee or receiver is received by
the Oommussioner; but the suspension under this sentence 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

* bankruptey or the appointment of the receiver.

Section 282(3‘) of the Revenue Act of 1928 will, after the above
insertion, read as follows: ’

Sko. 282. (a) Upon the adjudication of bankruptcy of any tax-
¥ayer in any bankruptcy proceeding or the appointment of a receiver
or any taxpayer in any receivership proceeding before any court of the
Unite«f States or of any State or Territory or of the District of Colum-
bia, any deficiency (together with all interest, additional amounts, or
additions to the tax provided for by law) determined by the Commis-
sioner in respect of a tax imposed by this title upon such taxpayer
shali, despite the Frovisions of subdivision (a) of section 274, be imme-
diately assessed if such deficiency hes not theretofore been assessed in
accordance with law. In such cases the trustee in bankruptey or
receiver shall give notice in writing to the Commissioner of the adjudi-
oation of bwnlorgruptoy or the appontment o;“ﬂw receiver, and the run-
ning of the statute of limitations on the making of assessments shall be
suspended for the period from the date of adjudication in bankruptey
or the appointment of the receiver to a date 30 days after the date upon
which the notice from the trustee or receiver is received by the Commis-
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sioner; but the suspension under this sentence shall in no case be for a
pm‘ad’ in ewcess of two years. Claim for the deficiency and such inter-
est, additional amounts and additions to the tax may be presented, for
sdjudication in accordance with law, to the court before which the
bankruptey or receivership proceeding is pending, despite the pendency
of pr ings for the redetermination of the deficiency in pursuance
of a petition to the Board ; but no petition for any such redetermination
shall be filed with the Board after the adjudication of bankruptcy or
the appointment of the receiver,

(b) The amendments made by subsection (a) shall not
apply in any case in which the adjudication has occurred,
or the rvecewer has been appointed, prior to the date of the
enactment of this Act.

SEC. 506. RETROACTIVITY OF REGULATIONS, RULINGS, ETC.

Section 1108 (a) of the Revenue Act of 1926, as
amended, is amended to read as ft;llows:

“Ca) The Secretary, or the Commissioner with the
approval of the Secretary, may prescribe the extent, if any,
to which any ruling, regulation, or Treasury Decision,
relating to the internal revenue laws, shall be applied without

retroactive effect.”

Nore—Section 1108(a) of the Revenue Act of 1926, as amended,
which is amoended b{ 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 Comuuissioner with
the approval of the Secretary, such aubs%l:ent regulation or Treasury
decision may, with the approval of the Secretary, be applied without
retruactive effect.

SEC. 507. EXAMINATION OF BOOKS AND WITNESSES.

The Commissioner, for the purpose of delermining the
liability at law or in equity of a transferee of the property
of any person with respect to any Federal taxes imposed

upon such person, i hereby authorized, by any officer or
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employee of the Bureau of Internal Revenue, including the
field service, designated by him for that purpose, to examine
any books, papers, records, or memoranda bearing upon
such liability, and may require the attendance of the trans-
feror or transferee, or of any officer or employee of such
person, or the attendance of any other person having knowl-
edge in the premises, and may lake his testimony with
reference to the matter, with power to administer oaths to
such person or persons.

SEC. 508. SALE OF PERSONAL PROPERTY UNDER DISTKRAINT.

Seotion 3192 of the Revised Statutes is amended to
read as follows:

“Sro. 3192. When any property edvertised for sale
under distraint; es aforesaid; is of e kind subjeet to tax; and
the tax hae not been peid; and the ameunt bid for sueh
Whmww%md&emmm
mey purchase the same in behalf of the United States for an
atnount not oxeeoding the said tax: Al preperty se pur
ehosed may be sold by the eollector; under gueh regulations
a8 may be preseribed by the Commissionor ef Internal
Revenue: The colleetor shall render to the Commissioner a
distinet aocount of all charges ineurred.in sueh seles; end;
in ease of sale; shall pay inte the Troasury the surplus;
# eny there be; efier defraying oll lawinl eharges and
fees: When any personal properly is advertised for sale
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under distraint as aforesaid, the officer making the seizure
shall proceed to sell such property at a publz:c auction,
offering the same at a minimum price, including the expenses
of making the levy and of advertising the sale, and if the
amount bid for such property at the sale is not equal to the
minimum price so fized, the officer conducting the sale may
declare the same to be purchased by him for the United Stutes.
The property so purchased may be sold by the collector within
whose district the sule was made under such regulations as
may be preseribed by the Commssioner of Internal Revenue,
with the approval of the Sccretory of the Treasury.  The
collector shall rendcr to vie Comuessioner a distinet eccount
of all charges incurrcd in such sules, and, (n case of resule,
shall pay nto the Treasury tie procccds as provided in
section 3210 of the flevised Statutes, us amended.”
SEC. 509. DISCHARGE Gp LIENS.

Seciwon 31650 (¢c) of the Levised =luiuws, «s amended
i$ amenc. d by adiling at ine end thereof the following new
paragraph.

“(4) Muy ssuc v ceritficaie of discharge of any part
of the property -ubject to the lien if there is paid over to
the collector in part satisfuction of the liability in vespect of
such tax an amount determined by the Commissioner, which
shall not be less than the value, as determined by him, of the

interest of the United States in the part to be so discharged.
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In determining such value the Commissioner shall give con-
sideration to the fair market value of the part to be so dis-
charged and to such liens thereon as have priovity to the lien

of the United States.”

Nore.—Section 3186(c) of the Revised Statutes will, after the above
amendment, read as follows:

(c) Stﬁ)ject to such regulations as the Commissioner of Internal
Revenue, with the approval of the Secretury of the Treasury, may
prescribe, the collector of internal revenue charged with an assessment
1n respect of any tax—

(1) May issue a certificate of release of the lien if the collector
finds that the liability for the amount assessed, together with all inter-
est in respect thereof, has been satisfied or has become unenforceable;

(2) May issue a certificate of release of the lien if there is fur-
nished to the collector and accepted by him a bond that is conditioned
upon the payment of the amount assessed, together with all interest
in respect thereof, within the time prescribed by law (including any
extension 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 1ssue 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
property.

(4 )y May issue a certificate of discharge of any part of the property
subject to the lien if there is pard over to the collector in part satisfac-
tion of the liability in ree?pect of such tax an amount determined by the
Commissioner, which shall not be less thon the value, as determined b
kim, of the interest of the United States in the part to be so discltarge(g.
In éetermz’m'ng such value the Commissioner shall give consideration to
the fair market value of the part to be so discharged and to such liens
thereon as have priority to the licn of the United States.

SEC. 510, JEOPARDY ASSESSMENTS.

Section 1105 of the Eevenue Act of 1932 i3 amended
to read as follows:
“SEC. 1105. JEOPARDY ASSESSMENT.

£ {o) H the Conumisvioner finds thet o person liable for
tax {other thun ineenie tax) under any provision of the in-
ternal-revenne laws designs quielly to depart from the United
States oF te remove his property therefrom; or to eonecat
himeolf or his property therein; or to do any ether aet tend-
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ing to prejudice or to render whelly or partly ineffoetual
proceedings to ecolloet sueh tax unless sueh preceedings bo
of sueh finding to be given sueh persesy, sepviher with o de-
mend for an immediate rottrn and immodiate payment of
due and payable:

£4b) If sueh perser {1} is net in defonlt in making
any return oF paying apy tax uhder the internal-revenue
lows; and (2)- furniches to the United States; under regule-
tions o be preseribed by the Commissioner with the ep-
preval of the Seeretary; seeurity epproved by the Commis-
gioner thab he will duly return and puy the tax b0 which the
Commisvioner’s finding relates; then sueh tax shall not be
payable prier to the time etherwise fixed for payment:

“(a) If the Commissioner belicvcs that the collection
of any tax (other than income tax, estale tax, and gift
tax) under any provision of the internal-revenue laws will
be jeopardized by delay, he shall, whether or not the time
otherwise prescribed by law for making veturn and paying
such taz has expired, wmmediately assess such tax (together
with all interest and penallies the assessment of which is
provided for by law). Such tax, penalties, and interest shall

thereupon became immediately due and payable, and tm-

madiats notice and demand. shall be made by the collgtor for

-
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the payment thereof. Upon failure or refusal to pay such
tax, penalty, and intercst, collection thereof by distraint shall
be lawful without vegard to the period presoribed in section
3187 of the Revised Statules, as amended.

“(b) The collcction of the whole or any part of the
amount of such asscssment may be stayed by filing with the
collector a bond in such umount, not exceeding double the
amount as to which the stay s desired, and with such sureties,
as the collector deemns necessary, conditioned upon the yay-
ment of the amount collection of which is stayed, at the
time at which, but for this section, such amount would be
due.”’

SEC. 511, GIFTS OF PROPERTY SUBJECT TO POWER.

Subsection (¢) of section 501 of the Revenue Act of
1932 (velating to the inapplicability of gift tax in the case
of the transfer of property in trust subject to the power of
the donor to revest title in himsclf) is repealed.

Nore.—Section 501 (c) of the Rovenue Aot of 1032, repealed by the
above rovuuon, reads as follows:

mwﬂmm&Memﬁadmmm

whore the power t0 revest in hﬂe@owekprepe&ynmbod

in the either ulone or in eonjunetion with m

o M&W*ﬁ@h@dﬁ@%&d

i Hh

tothor mdonmo“h; shel bo ovnrterd 4 bo & bransfor
the i powor;

D T e S R

SEC. 512. GENERAL COUNSEL FOR THE TREASURY.
(a) There is hereby created in the Department of the
Treasury the o/ﬁoe of Generdl Counsel forﬂthe‘ Department.
J. 48878—16 R
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of the Treasury (hereinafter in this section referred to as
the * General Counsel”). The General Coun‘\sel shall be
appointed by the President, by and with the advice and
consent of the Senate, and shall receive compensation at
the rate of $10,000 per annum. The General Counsel shall
be the chief law officer of the Department, and shall perform
such duties in respect of the legal activities thereof as may
be prescribed by the Secretary or required by law. The
Secretary may appoint and fix the duties of such officers
and employees as he may deem necessary to assist the Gen-
eral Counsel in the performance of his duties. The Presi-
dent 18 authorized to appoint, by and with the advice and
consent of the Senate, not to exceed sixz Assistant General
Counsel and to fix their compensation at rates not in excess
of $10,000 per annum. The Secretary may designate one
of such Assistant General Counsel to act as the General

Counsel during the absence of the General Counsel. The

General Counsel, with the approval of the Secretary, is

authorized to delegate to any Assistant General Counsel
any authority, duty, or function which the General Counsel
i3 authorized or required to exercise or perform. The rate
of oompem;ztioﬁ of any person appointed under the pro-
visions of this subsection shall be subject to the reduction
applicable to officers and employees of the Federal Govern-
ment generally.
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(b) The offices of General Counsel for the Bureau
of Internal Revenue, Assistant General Counsel for the
Bureau of Internal Revenue, Solicitor of‘ the Tréasury,
and Assistant Solicitor of the T'reasury are hereby abolished.
The powers, duties, and functions of such offices are hereby
t}ansfmed to the Qeneral Counsel. This subsection shall
take effect when the General Counsel first appointed under
subsection (a) qualifies and takes office.

(¢) Nothing in this section shall be construed to affect
the duties, powers, or functions imposed upon, or vested in,
the Department of Justice, or any officer thereof, by existing
law.

SEC. 513. ASSISTANTS IN THE TREASURY.

The President s authorized to appoint, by and with
the advice and consent. of the Senate, five assistants to the
Secretary of the Treasury and to fix their compensation
at rates not to exceed $10,000 per annum, but the rates so
fized shall be subject to the reduction applicable to officers
and employees of the Federal Government generally. The
Secretary 18 authorized to delegate to such assistants any
authority, duty, or function which he is authorized or required
to exercise or perform. Whenever the President Mara
by Ezecutive order that the emergency requiring the dz;point-
ments under this section has ceased to exist, the persons ap-
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 pointed under this section shall cease to hold office under
this section, and the power of the President under this section
shall terminate.

SEC. 514. POSTAL RATES.

Section 1001(a), as amended, of the Revenue Act
of 1932, and section 2 of the Act entitled ““An Act to extend
the gasoline tax for ome year, to modify postage rates on
mail matter, and for other purposes”, apﬁroved June 16,
1933, are amended by striking out “ 1934 " wherever such
date appears and inserting in lieu thereof *“ 19535 ",

Notz.—Section 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 sfter the thirtieth day after the date of the enactment
of this Act and until July 1, 1034 1955, 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 existing law is 1 cent for each ounce or fraction thercof)
shall be 1 cent for each ounce or fraction thereof in addition to the rate
provided by emtmg law: Provided, That such additional rate shall not
SP ly on or after July 1, 1933, to first-class matter mailed for local

elivery.

Section 2 of the Act ertitled “An Act to extend the gasoline tax
for one year, to modify postage rates on mail matter, and for other
purposes”, approved June 16, 1933, will, after the above amendment,
read as follows: L ) .

Sec. 2. The President is authorized during the period ending June
30, 1834 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 centa an ounce or fraction thereof) as, after a
survey by him, he may deemn advisable by reason of increase in imainess,
the interests of the public, or the needs of the Postal Service, and such
modifications shall be in effect on and after such date as he shall Pmclaim
snd until July 1, 1084 1835, In case a modification of the rate of postage
on first-class matter is_proclaimed, the President shall also make a
corresponajing modification in the percentuﬁes of gross postal receipts

ot of 1932 as amended K

Aot, which tages shall be in effect during the period suc
modification of the rate of postage on first-class matter 1s in effect.
Nothing in this section shall be construed as giving the President author-
ity to change the rate fixed by law on first-class matter mailed for local

delivery, postal cards, and private mailing or post cards.
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SEC. 515. COMMISSIONER AS PARTY TO SUIT. _ .

Section 907 of the Revenue Act of 1924, as amended,
18 amended by adding at the end thereof a new subdivision
to read as follows:

“(g) Petitions filed after the enactment of the Revenue
Act of 1934 with the Board shall be entitled ‘ In re’, fol-
lowed by the name of the petitioner, and the proceedings
shall thereafter be so entitled in any appellate court review-
ing the action of the Board. When the incumbent of the
office of Commissioner of Internal Revenue changes, no sub-
stitution of the name of his successor shall be required in

proceedings pending before any such court.”

Nore—Section 907 of the Revenue Act of 1924, as amended, will,
after the above amendment, read as follows: .

Sko, 807, (a) Notice and opportunity to be heard npon any proceed-
ing instituted before the Board shall be given to the taxpayer and the
Commissioner, and a report upon the_groceeding and a decision thereon
shall be made as quickly 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, Hear-
ings before the Board and its divisions shall be open to the public, and
the testimony, and, if the Board so requires, the argumeut shall be
btonoigm‘phicully reported, The Board is authorized to contract (by tb-
newal of contract or otherwise) for the reporting of such hearings, and
in such contract to fix the terms and conditions under which transcripts
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 apglicab)e in courts of equity of the District
of Columbia. In any proceeding involving the isswe whether the peti-
tioner has been guilty of fraud with intent to evade tax, where no hear-
ing has been heﬁlbe ore the enactment of the Revenue Act of 1928, the
burden 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 ahall be held suffi-
gient service of such pleading, decision, order, notice, or process,

REAE £
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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. ¢ Board shall report in writing all it
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 part
entitled thereto of originals of books, documents, and records, an
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 authorzed

. 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 princigal 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.

(fs)e'l‘he 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 filed after the enactment of the Revenue Act of
1934 with the Board shall be entitled “ In re®, followed by the name
of the petitioner, and the proccedings shall ﬂ‘ereaﬂer be so entitled
in any appellate court reviewing the action of the Board. When the
sncumbent of the office of Commissioner of Internal Revenue changes,
no substitution of the name of his successor shall be required in proceed-
ings pending before any such court,

SEC. 516. NONDEDUCTIBILITY OF CERTAIN GIFTS.

(a) Section 505(a)(2)(B) and section 505(b)(2)
of the Revenue Act of 1932 are amended by inserting after
“indiwvidual” a comma and the following: ‘‘ and no sub-

stantial part of the activities of which is participation in

partisan politics or 18 carrying on propaganda, or otherwise
aitempting, to influence legwlatwn "
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Nore.—Section 505(a)(2) (B) of the Revonue Act of 1932 will,
after the above amendment, read as follows:

S8EC. 505. DEDUCTIONS.
In computing net gifts for any calendar year there shall be allowed
as deductions:
(a) Resients.—In the case of a citizen or resident—
* * * L J * * *

(2) CuarrrasLr, £10., 61¥78.—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 substantial part of the activities of which is par-
ticipation in partisan politics or i carrying on propagande, or otherwise
attempting, to z’nﬁluenoe legislation;

ection 505(b) (2) of the Revenue Act of 1932 will, after the above
amendment, read as follows:

(b) Nonresipents.—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 tho benefit
of any private shareholder or individual, and no substantial port of the
activities of which is participation in partisan pelitics or ig carrying on
propaga or otherwise attempting, to influence legislation;

(b) Section 505(b)(3) of the Revenue Act of 1932
is amended by inserting after *“ animals”’ a comma and the
following: “no substantial part of the activities of which
is participation in partisan politics or i8 carrying on propa-
ganda, or otherwise altempting, to influence legislation ”.

Nore.—Section 505(b)(8) of the Revenue Act of 1982 will, after
the above smendment, read as follows:

(8) & trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, literary, or
educational purposes, including the encou::gement of art and the preven-
ti;)n (;:cc’:'uelty to children or animals, no " stantial part of the activities
of which is participation in partisan politics or is carrying on propa-
ganda, or ot[;moiac attempting, to in, legislation; but only 1f such
gifts are to be used within the United States exclusively for such
purposes;
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TITLE IV—EXCISE TAXES
SEC. 601. TERMINATION OF SOFT DRINK TAX. \
No taz shall be imposed under section 615 of the
Revenue Act of 1932 on the sale or use of any article if

such sale or use takes place after the date of the enactment
of this Act.

Nore.—Section 615 of the Revenue Act of 1932 reads as follows:

or in
ereuﬁ;)ﬁ&eeeetvhefefer; lens than of 1 per eentum
of aleehol by velume; sold by the ; ; ep
importor; & tax of 11£ conte per
& unfersmentod grape - # Botiral or eoncentrated
form {whether or neb suger hes ; eontaining &6 pep
eentitm or less of pugars by weight; sold by the menufeeturer;
producen: or Hnporter; & tax of § eonts
or shightly conecentrated formy; or fruib suiees to whieh
sugar hao been added (a9 distinguished finished or fountain

predueor; ol
4> Upon all still drinke { juice); eontnining lose
P A
- 88 in i
mzpéo%e&léby&bem&&u&e&unnpmdmeﬁww
@Up&n matural or artifisial minoral waters o table witers;
earbonated or not; end all imitations thereof; sold by the
producer; bottler; or imperter thereof; in bettles or ether elosed
eontainuid; ab ever eente per gallon; o tox of 3 cents per gallon-
{6) Upon oll finishod or fountain oyrups of the kinds used in
or mixing dvinls eommenly lrnewn
:::ihsdriaks;seld &empmda?er Y
eents SQBW:W‘P“ n oeage Syrups
Mbbmh%mmdwbega&

per Whezre ing & iee

getlon iy mmmﬁfmﬁng ° (eun&am-;m
syrupe of the lunds deceribed in this there shell be
lovied; acsensed; eollested; and paid on ench manufectured
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manufactures and vces any sueh syrups in the manulaeture of ot
benated boveragen seld in bottles er ether elosed eontainers there
shell be levied; acsesced; eollectod; and paid on each of such
a%uef&eentepergsﬂea— %e%mfeei by thie pare-
shall net o finished or ee&dfofaeea&
the manufaeture abevemgeeabjeettemm
u%wtoﬁﬁ?ﬁelo in seetion 80+
e&pbeme seldbythemm
dueenermpemﬁer meuebgoe,teammu&ae&mr

m&ﬁ&e&m’eﬁefwbenmd aead-tm
o0 W%ﬁpefeeﬂ

2”994& ',ieeemmpaﬂeﬁer&ﬁmrsimﬂ?ﬂglmei

malie monthly petuens under eath in i pay the tax

in of the artieles in subseetion {a) 46 the

for the disiriod in which is leeated his prineipal plece of business; or; if
hehaeaappme&p&«lplueeefbﬁmm%he Stutes; then to the

eolleetor a4 Baltimore; Marylend: Such roburns sholl contein sheh infor-
Wm&%mwmmmlmwehmwﬁhe%m

m&m#remﬁhee&l}eeber;iae wépay&bleée&beeeﬂee&ora&%heme
go fined for filing the return: I the tax is met paid when due; there
sk&llbeeédedaep&éef%bemmemswﬁhemd}wee&bums
person 6 pay any
ehanpwet&eaﬂdkeeppo&wd eorbifiente of regiotry in accordance with
W%%W%WM&W&
Seeretary: to register or any
Mmdwwwmmmm
+o & penalty of not moere than §1;000 for envh sueh offense:

SEC. 602. TAX ON CERTAIN OILS.

(@) There is hereby imposed upon the first domestic

- processing of coconut vil, or sesume oil, or palm oil, or paln

kernel o, or sunflower oil, or imported whale oil, or im-

- ported fish oil; or imported marine-animal oil; or of combi-

nations of such oils or of miztures containing substantial
quantities of any one or more of such oils, a taw of 3 cents
per each pound thereof processed, which shall be paid by
the processor. For the purposes of this section, the term
“ first domestic processing " means the first use in the United
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States, in the manufacture or production of an article in-
tended for sale, of the article with respest to which the taz
18 imposed, but does mot include the use of palm oil in the
manufacture of tin plate.

(b) Each processor required to pay the tax imposed by
his section shall make monthly returns under oath in dupli-
cate and pay the tax to the collector of internal revenue for
the district in which i3 located his principal place of business,
or if he has no principal place of business in the United
States, then to the collector of internal revenue at Balti-
more, Maryband. Such returns shall contain such infor-
mation and be made at such times and in such manner as the
Commigssioner of Internal Revenue, with the approval of the
Secretary of the Treasum/, may by regulations prescribe.
The tax shall, without assessment by the Commissioner or
notice from the collector, be due and payable ta the collector
at the time so fixed for filling the return. If the tax is not
paid when due, there shall be added as part of the taw interest
at the rate of 1 per centum per month from the time the
taz became due until paid.

(o) Subject to such rules and regulations as the Com-
missioner, with the approval of the Secretary, may prescribe,
any person who has sold to a State, or political subdivision
thereof, for use in the exercise of an essential governmental
function any article containing any such oil, combination,
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or mizture, upon the processing of whick @ taz has beén
paid under this section shall be entitled to a credit or refund
of the tax paid with respect to the quantity of such oil, com-
bination, or miature contained in such article.

(d) Upon the exportation to any foreign country or
to a possession of the United States of any article wholly
or in chief value of an article with respect to the processing
of which a taé: has been paid under this section, the ex-
porter thereof shall be entitled to a refund of the amount
of such taxz. Upon the giving of bond satisfactory to the
Secretary for faithful observance of the provisions of this
section requiring the payment of taxes, any person shall
be entitled, without payment of the tax, to process for such
exportation any article with respect to which a taz is im~
posed by this section.

(e) If (1) any person has, prior to January 26,
1934, made a bona fide contract for the sale on or after
the effective date of this section of any article wholly or

n chief value of an article with respect to which a taz is im-

 posed by this section or of any article with respect to which a

taz is imposed by this subsection, and if (2) such coniract
does not permit the addition to the amount to be paid
thereunder of the whole of such tax, then (unless the
contract expressly prohibits such addition) the vendee
shall pay so much of the tax as is not permited to be
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added to the contract price. Tazes payable by the vendee
shall be paid to the vendor at the time the sale i con-
summated and shall be returned and paid to the United
States by the vendor in the same manner as other tazes
under this section. In case of failure or refusal by the
vendes o pay such tazes to the vendor, the vendor shall
report the facts to the Commissioner, who shall cause col-
lection of such tazes to be made from the vendee.

(f) AU provisions of law (including penalties) appli-
cable in respect of taxes imposed by section 600 of the Revenue
Act of 1926 shall, insofar as applicable and not inconsistent
with this section, be applicable in respect of the tazes imyosed'
by this section.

(g) AU collections under this section shall, notwith-
standing any other provisions of law, be covered inlo
the general fund of the Treasury of the United States.

SEC. 603. TAXES ON LUBRICATING OIL AND GASOLINE. :

(a) Section 601(c)(1) of the Revenue Aet of 1932,
as amended, 8 amended by adding after the first sentence
thereof the following: * Every person lable for tax under
this paragraph shall register and file bond as provided in
section 617, as amended.”

Nora—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 followiug articles sold in

the United States by the manufacturer or ;zmducer, or imperted into
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the United States, a tax at the rates hereirafter set forth, to be paid
by the manufacturer, producer, or importer:

Sl) Lubricating oils, 4 cents a gallon; but the tax on the articles
d in this paragraph shall not apgly with respect to the
importation of such articles. Ewvery person liable for tax under this
paragraph shall register and file bond as provided in section 617, as

Under regulations prescribed by the Commissioner with the

- -approval of the Secremiy no tax shall be imposed under this section

upon lubricating oils sold to s manufacturer or producer of lubri-

cating oils for resale by him, but for the purposes 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:

3 “(a) There 13 hereby imposed on gasoline sold
4 by the producer or importer thereof, or by any producer
5 of gasoline, a taz of 1 cent a gallon, except that under
6 requlalwis prescribed by the Commassioner with the

7 approval of the Secretary the taz 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 tazx, or produced or imported by him, such use
12 shall for the purposes of this title be considered a sale.
13 Any person to whom gasoline is sold taz-free under this
14 section on or after the effective date of the Revenue Act

15 of 1932 shall be considered the producer of such
16 gasoline.”

Norz—Section 617 (:gosud (b) of the Bevenue Act of 1932, as
amended, will, after the above amendment, read as follows:

(&) There is hared im?eedongasolimuoldbyghprodmor
importer thereof thereaf, or by e any ucer of gasoline, & tax of 1
cent & gallon, except that under tions &mcnbed by the Com-
missioner with the approval of the Secretary the tax shall not apply in
the case of sales to & producer 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
8 sale. Any person to whom gasoline 18 sold taz-free under this section
on or afier the effective date of the Revenue Act of 1958 shall be considered
the producer of such gasoline.

(¢} Effective on the first day of the first calendar month
after the enactment of this Act, section 617(¢)(2) of the
Revenue Act of 1932, as amended, 18 further amended to
read as follows:

“(2) the term gasoline means (4) all products
commonly or commercially known or sold as gaso-
line (including casinghead and natural gasoline),
benzol, benzene, or naphiha, regardless of their classi-
fications or uses; and (B) any other liquid of a kind
prepared, advertised, offered for sale or sold for use as,
or used as, a fuel for the propulsion of motor vehicles,
motor boats, or airplanes; except that it does not include
benzol or naphtha (other than gasoline) sold for use
otherwise than as a fuel for the propulsion of motor
vehicles, motor boats, or airplanes, and otherwise than
in the manufacture or production of such fuel, and

does not include kerosene, gas oil, or fuel oil.”

Nors—Section 617(¢) (2) of the Bevenue Act of 1932, ss amended,
will after the above amendmeat, read as follows:

(c) As used in this section:
[ J [ ]

* L J L J [ ] ]
the term : snd other
tho chiof use of which is #s o krbbm.:{m
metor beslo; o A8 used in this paregreph the
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or uses; and (B ) any other liguid of a kind ed, advertised, offered
for sale or sold for use as, or used as, afudz;:'pta{e ;;ropulu'on o,f !!wtod
vehicles, motor boats, or airplanes; except that it does not include benzol
or MLMM (other than gasoline) sold for use otherwise than as a fuel
for ¢ ion of motor vehicles, motor boats, or airplanes, and
7 fuel, and does

otherwise than in the manufacture or uction of such
not include kerosene, gas oil, or fuel odl.

1 (d) Section 617 of the Revenue Act of 1932, as
2 amended, i3 amended by adding at the end thereof the
8 following subsections:
4 “(d) Every person subject to tax under this section
b or section 601(c) (1) shall, before the first day of the
6 first calendar month after the date of the enactment of
( 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 business (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, condztumed that he shall not
15 engage in any attempt, by himself or by collusion with
16 others, to defraud the United States of any taxr 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 tazes due under such sections; and that he shall comply
21 with all requirements of law and regulations in pursu-
22 ance thereof with respect to tax under such sections. Such
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bond shall be in such sum as the collector may require
in accordance with regulations prescribed by the Com-
missioner with the approval of the Sm@m, but not
less than $2,000. The collector may from time to time
require new or additional bond in accordaﬁce with this
subsection. Every person who fails to register or giﬁgl
bond as required by this subsection, or who in conneo;
tion with any purchase of gasoline falsely represents
himself to be registered and bonded as provided by thiz;
subsection, or who wilfully makes any false statement
in an application for registration under this 3ubsectioﬁ,
thall upon conviction thereof be fined not more than
$5,000 or imprisoned not more than five years, or both;
together with the costs of prosecution. If the Commis-
sioner finds that any manufacturer or producer has at
any time evaded any Federal tax on gosoline or
lubricating oil, he may revoke the regustration of such
manufacturer or producer, and no sale to, or for
resale to, such manufacturer or producer thereafter
shall be taz-free under section 601(c)(1), this section,
or section 620, as amended, but such manufacturer or
producer shall not be relieved of the requirement of
giving bond under this subsection. |

“(e) Under regulations prescribed by the Com-
missioner with the approval of the Secretary, records
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required to be kept with respect to tazes under section
601(c)(1), as amended, or this section, and returns,
reporis, and statements with respect to such tazes filed
with the Commissioner or a collector, shall be open to
inspection by such officers of ayy State or Territory or
political subdivision thereof or the Disirict of Columbia
as shall be charged with the enforcement or collection of
any taz on gasoline or lubricating oils. The Commis-
sioner and each collector shall furnish to any of such
officers, upon written request, certified copies of any such
statements, reports, or returns filed in his office upon the
payment of a fee of $1 for each 100 words or fraction
thereof in the copy or copies requesied.

“(f) Every person subject to taz under this section or
section 601(c)(1) shall, within 30 days after the enactment
of .the Revenue Aot of 1934, or before commencing business,
register with the collector for the disérict in which is located
his principal place of business or, if he has no principal place
of business in the United States, with the collector at Balti~
more, Maryland, and shall give a bond, to be approved by
such collector, conditioned that he shall not engage in any
attempt, by himself or by collusion with others, to defraud .
the United States of any lax under such sections; that he
shall render truly and completely all returns, statements

J. 48873——17
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and inventories required by law or regulations in pursuance
thereof and shall pay all taxes due under such sections; that
whenever his sales for any month exceed or are likely to
exceed the amount upon which the sum of such bond was
based he shall immediately give notice thereof to such col-
lector; and that he shall comply with all requirements of law
and regulations in pursuance thereof with respect to tax
under such sections. Such bond shall be in such sum as the
collector may require in accordance wuh regulations pre-
scribed by the Commissioner with the approval of the Secre-
tary, but not less than $2,000. The collector may from time
to time require new or additional bond in accordance with
this section. Every person who incurs any liability for taz
under this section or section 601(c)(1) after 30 days after
the enactment of the Revenue Act of 1934, without first regis-
tering and giving bond as required by this subsection, shall
upon convictivn thereof be fined not more than $5,000 or
imprisoned not more than five years, or both, together with

the costs of prosecution.”

Nore—Section 617 of the Revenue Act of 1932, as amended, to
which the above subsections are added, reads as follows:
SEC. 617. TAX ON GASOLINE

(s) There is hereby imposed on gasoline sold by the importer
thereof or by a producer of gasoline, a tax of 1 cent ! ugullon, 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 bim free of tax, or produced or
impo; by him, such use shall for the purposes of this title be
considered s sale.
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c) As used in this section—

1) the term “producer” includes a refiner, compounder, or
blender, and a dealer selling gasoline exclusively to producers of gaso-
line, as well as & producer.

(2) the term “gasoline” means line, benzol, and any other
liquid the chief use of which is as a fuel for the propulsion of motor
vgnicles, motor boats, or geroplanes. As used in this paragraph the
term “benzol ” does not include benzol sold for use otherwise tgnn as
a fuel for the propulsion of motor vehicles, motor boats, or airplanes,
and otherwise than in the manufacture or production of such fuel.

SEC. 604. PRODUCERS’ TAX ON CRUDE PETROLEUM.

(a) There 18 hereby imposed on crude petroleum sold
by the producer thereof, a tar of one-tenth of 1 cent per
barrel of 42 gallons, to be puid by the producer. Under
regulations prescribed by the Commissioner, with the ap-
proval of the Secretury, such tur shall not apply to crude
petroleum produced from any well which 8 not capable of
producing more than 5 barrels per day.

(b) Every person purchasing crude petroleum from
the producer thereof, and taking delivery thereof at the
premises where produced, shall collect the tax imposed by
subseclion (a) from the producer. Every such purchaser,
and every producer liable foy any tax under this section not
so collected from him, shall make monthly returns under
oath and pay such taxes to the collector for the disirict in
which are located the premises where such crude peiroleum
was produced. Such returns shall contain such information
and be made at such times and in such manner as the Com-
missioner, with the approval of the Sccretary, may by
regulations prescribe.



© ® O & xR P B B

DN DN DD DY keh et gt et e

260

(c) Every purchaser required to collect any taz under
this section shall make such collection by deducting and with-
holding the amount of such tax from any paymenis made by
such purchaser to the producer. Every such purchaser is
hereby indemnified against the claims and demands of such
producer for the amount of any payments made in docord-
ance with the provisions of this section.

(d) The Commissioner, with the approval of the Secre-
tary, may require such bond or other securiy from any
person subject to any provision of this section as ke deems
necessary for the protection of the revenue and to assure
compliance with this section and other provisions of law
applicable with respect to the taz imposed by this section,
and may prescribe the form and conditions thereof, provide
for the approval of the surcties thereon (without regard to
any general provision of law), fix the amount and penalty
thereof (whether for the payment of liguidated damages or
of a penal sum), and authorize the cancellation of any such
bond, in the event of a breach of any condition thereof, upon
the paymnent of such lesser amount as he may deem sufficient.
Any person willfully failing to comply with any such require-
ment shall, upon conriction, be fined not more than $1,000,
or imprisoned not more than siz months, or both.

(¢) In addition to records and reports otherwise re-
quired by law or regulation, every working interest operator
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of a well producing crude petroleum or otherwise laking
crude petroleum from the earth or waters thereof (whether
or not the producer as defined in this section) chall keep such
records and make such reports with respect to production
and disposition of crude peiroleum, at such time and in such
manner, as the regulations shall prescribe. Records, reports,
and relurns required under this seclion or any provision
of law applicable with respect to taz under this section shall,
wherever held, be open to inspeciion at all reasonable hours
by any duly authorized representative of the Commissioner
or any agency of the United States or any State Aaving
supervisory or regulalory powers over the production of
crude pelroleum.
(f) For the purposes of this section—

(1) the refining of crude petroleum on the premises
where produced, the removal of crude petroleum there-
from, or any transfer or other disposition of crude
petroleum shall be considered a sale.

(2) the term ““ producer " means the person owning
crude petroleum or Raving any inlerest in or title to
crude petroleum at the time of its production.

(8) the term “working inlerest operator” means
the person having the management and operation of @
well.
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'(4) the amount of crude petroleum produced shall
be determined with allowance for any reasonable and
bona fide deduction for basic sediment and water agreed
upon by the producer and the purchaser for the purpose
of determining the amount sold.

(g) The provisions of section 623 and sections 771
to 774, inclusive, of the Revenue Act of 1932 shall be ap-
plicable with respect to the tax imposed by this section.

(h) This section shall take effect on the thirticth day
after the date of its enactment,

SEC. 605. TAX ON REFINING OF CRUDE PETROLEUM.

(a) There is hereby imposed (1) on crude petroleum
refined or processed in the United Stales, a tazx of one
tenth of one cent per barrel of forly-two galloms, 1w be
paid by the refiner or processor, and (2) on gasoline pro-
duced or recovered in the United States from natural gas
a taz of one-tenth of one cent per barrel of forty-iwo gal- .
lons, to be paid by the person producing or recovering such
gasoline.

(b) Every person liable for taz under this section
shall make monthly returns under oath in triplicatc for
eachﬁantorreﬁnery, and pay such tazes to the collector
for the district in which such plant or refinery is localed.
Such returns shall contain such information and be made
at such times and in such manner as the Commissioner with
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the approval of the Secretary may by regulations prescribe.
The taz shall, without assessment by the Commissioner or
notice from the collector, be due and payable to the collector
at the time fized for filing the return. If the tax is not paid
when due there shall be added as part of the taz interest at
the rate of one per centum a month from the time when the
tax becomes due uniil paid. Every refiner or processor
shall (in addition to records otherwise required by law
or regulation) keep such records as shall be prescribed by
regulutions under this section showing daily receipls, stocks,
and disposals of crude petroleum and the names and ud-
dresses of the persons from whom received. Every person
handling, transporting, sloring, or dealing in any manner
in crude petroleum shall keep such records and make such
returns with respect to (ransactions in crude petroleum as shall
be required by regulations under this section. Returns and
records required under this section shall be open to inspection
al all reasonable hours by any duly authurized representative
of the Commassivner or any agency of the United Statcs or
any State having supervisory or regulatory powers over the
production of crude petroleum.

(c) As used in this section, the term “ gasoline " means
gasoline as defined in section 617 of the Revenus Act of
1932, as amended.
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(d) The Commissioner, with the approval of the Secre-
tary, shall prescribe such regulations as he deems necessary
for the enforcement of this section.

(e) All provisions of law (including penalties) apph-
cable with respect to the tazes imposed by section 600 of the
Revenue Act of 1926, shall, in so far as applicable and not
inconsistent with this section, be applicable with respect to
the taxes imposed by this section.

(f) This section. shall tuke cffect on the thirtieth day
after the date of the enactment of this Act.

SEC. 606. ENFORCEMENT OF LIABILITY FOR TAXES COLLECTED.

Whenever any person is required to collect or withhold
any internal-revenue tax from any other person and to pay
such taxz over to the United States, the amount of taz so
oollected or withheld shall be held to be a special fund in
trust for the Uniled States. The amovunt of such fund shall
be assessed, collected, and paid in the same manner and sub-
ject o the same provisions and k’mitatW (including penal-
ties) as are applicable with respect to the taxes from which
such fund arose.

SEC. 607. TAX ON FURS.

The tax imposed by section 604 of the Revenue Act of
1932 shall not apply to articles sold by the manufacturer,
producer, or importer, after the dale of the enactment of
this Act, for less than $20 .
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Note.—8ection 604 of the Revenue Act of 1932 reads as follows:

SEC. 604. TAX ON FURS.

There 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: Articles inade of fur on the hide or pelt
or of which any such fur is the component material of chief value.

SEC. 608. TERMINATION OF TAX ON CLOCKS AND CLOCK PARTS.

The tuz imposed by section 605 of the Revenue Act
of 1932 shall not apply to clocks or clock parts sold by the
manufacturer, producer, or importer after the date of the
enactment of this Act.

Norx.—-Section 605 of the Revenue Act of 1932 reads as follows:

SEC. 605. TAX ON JEWELRY, ETC.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, s tax equivalent to 10 per centum
of the price for which 80 sold: All articles commonly or commercially
known as jewelry, whether real or imitation; pearis, 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
mountings for spectacles or eyeglasses); watches; clocﬁxs; parts for
watches or clocks sold for more than 9 cents each; opera glasses, lor-
guettes; marine glasses; field glassos; and binoculars. No tax shall be
1m under this section on any article used yor rehﬁxous urposes, or
any articles (other than watch parte or clock parts) sold for less than $3.

SEC. 609. TAX ON CIGARETTES.

Effective on the day following the dale of the enactment
of this Act, the last two paragraphs of section 400(a) of
the Revenue Act of 1925 are amended to read as follows:

“QOn 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 th.ousa-ud,l
$7.20 per thousand; except that if more than 6} inches in
kngthmeyshaabembieatuwmupmidediw-mépre-
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ceding paragraph, counting each 2} inches (or fraction
thereof) of the length of each as one cigarette.” «

Nore—Section $00(a) of the Revenue Act of 1926, will, after the
above amendment, read as follows:

Sec. 400. (a) Upon cigars and cigarettes manufactured in or im-
ported into the United States, which on or after the expiration of 30
days after the enactment of this Act are sold by tlie manufacturer or
imported, or removed for consumption or <ala. there chall be lericd,
collected, and paid under the provisions of existing law, in lieu of the
internal-revenue tuxes now imposed thereon by section 400 of the
Revenue Act of 1924, the following taxes, to be paid by the manu-
facturer or importer thercof-—

On cigars of all descriptions made of tobacco, or any substitute
therefor, and weighing not nore than three pounds per thousand,
75 cents per thousand:

On cigars made of tobacco, or any substitute therefor, and weigh.
ing more than three pounds per thousand, if manvfactured or imported
to retail at not more than 5 cents each, %2 per thousand:

If manufactured or imported to retail at more than 5 cents each
and not more than 8 cents each, 3 per thousand;

If munufactured or imporwd to retail at wore thun 8 cents cach
and not more than 15 cents each, $5 per thousand;

If manufactured or imported to retail at wore than 15 cents each
and not more than 20 cents cach, $10.50 per thousand;

1f manufactured or imported to retail at more than 20 cents each,
$13.50 per thousand;

On cigarettes mnde of tobncco, or eny substitute therefor, and
weighing not more than three pounds per thousand, $3 per thousand;

Weighing wore than three pounds per thousand, $7.20 per theodsandy
thousand; except that if more than 6% inches in length they shall be tarable
al the rate provided in the preceding paragraph, counting each 2% inches (or
Jraction thereof) of the lengthYof each as anefcigareite.

SEC. 610. TAX ON MATCHES.

Effective on the day following the date of enactment
of this Act, section 612 of the Revenue Act of 1932 (relating
to the tax on matches), (s amended by adding before the
period at the end thereof a comma and the following: *“ and
ceeept that in the case of funcy wovden matches and wooden
malches having a stained, dyed, or colored stick or stem,
pucked in boxes or in bulk, the tax shall be 5 cents per one

thousand matches.”

Nore.—Section 612 of the Revenue Act of 1932 will, after the above
amendment, read as follows:
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SECTION 612. TAX ON MATCHES.

There is hereby imposed upon matches, sold by the manufacturer,
producer, or importer, a tax of 2 cents per 1,000 matches, except that
in the case of paper matches in books the tax shall be ¥ of 1 cent per
1,000 masehes: malches, and except thai in the case of J[anc wooden malches
and wooden maiches haring a stained, dyed, or colored stick or stem, packed
in bozes or in bulk, the tax shall be & cents per one thousand maiches.

SEC. 611. STAMP TAX ON SALES OF PRODUCE FOR FUTURE
DELIVERY.

" (a) Effective on the day following the enactment of this
Act subdivision 4 of Schedule A of Title VIII of the Reve{zue
Act of 1926, as amended, is amended by striking out “5
cents " whercver appearing in such subdivision, and insert-
ing in licw thereof “ 1 cent”.

Nore.—Subdivision 4 ofgSchiedule A of Titie VIII of the Revenue
Act of 1926, as amended, will after the above amendment, read as
follows: .

4. Produce, salos of, on exchange: Upon cach sale, agreement of
sale, or agreement to sell (not including so-called trunsferred or scratch
sales), any products or merchandise at, or under the rules or usages of,
any exchange, or bourd 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 ur agreement to sell, & eenta I cent, and for each addi-
tional $100 or fractional part thereof in excoss of $100, & eexts I cend: Pro-
vided, That on every sa{e or agreement of sale or agreenent to sell as
aforesaid there shall be made and delivered by the seller to the buyer a
bill, memoranduny, agreement, or other evidence of such sale, ugreement
of sale, or agreeient to sell, to which there shall be affixed a lawful stamp
or stamps in value equal to the amount of the tax on such sale: Provided
further, That sellers of commodities deseribed herein, having paid the tax
srovided by this subdivision, may teansfer such contracts to a clearing-
{mu.-se corporation or association, and such transfer shall not be deemed
to be a sale, or ugreenient of sale, or an ugreement to sell within the provi-
sions of this Act, provided that such transfer shall not vest any beueficial
interest in such clearing-house association but shall be made for the sole

vrpose of enabling such clesring-house association to adjust and
galauce the accounts of the members of such clearing-house association
on their several contracts. Every such bill, memorandum, 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 agreentent 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-
randum, or other evidence thereof a8 herein required, or who delivers
such bill, memorandum, or other evidence of sale, or agreement to sell,
without imving the proper stamps affixed thereto, with intent to evade
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the foregoing provisions, shall be deemed guilty of a misdemeancr, and
upon conviction thereof shall pay a fine of not exceeding $1,000 or be
imprisoned not more than six moaths, or both.

No bill, memorandum, agreement, or other evidence of such sale,
or agreement of sale, or agreeruent to sell, in case of cash sales of prod-
ucts or merchandise for immediate or prompt delivery 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
;l, 1916, us amended, snd “ The Future Trading Act,” approved August

4, 1921.

(b) Section 726(c) of the Revenue Act of 1932 1s
repealed.

Note.— Section 726 of the Revenue Act of 1932, subsection (c) of
which is repealed by the sbove amcundment, reads as follows:

SEC. 726. STAMP TAX ON SALES OF PRODUCE FOR FUTURE
DELIVERY.

(a) Subdivision 4 of Schiedule A of Title VIII of the Revenue Act
of 1926 is ameuded by striking out 1 cent”” wherever appearng in such
subdivision, and inserting in licu thereof ““5 cents””.

(b) Subsection (a) shall teke eifect on the fifteenth day after the
date of the enactinent of this Act.

{0y dsHoeuive duly &y Hidhy such subdivivion 4 av snrendod by sub-
apotion {0} of thin seotion; 1 amented by otedithyg otb “6 conis= wherever
appeaning 1B such sibdivivion and iweting 1 hou thoreof <4 eoni’-

TITLE V—CAPITAL STOCK AND EXCESS-PROFITS
TAXES
SEC. 701. CAPITAL STOCK TAX.

(a) For each year ending June 30, beginning with
the year ending June 30, 1934, there i8 hereby imposed upon
every domestic corporation with respect to carrying on or
duving business for any part of such year an ewcise tux of
$1 for each $1,000 of the adjusied declared value of its
capital stock.

(b) For cach year ending Juune 30, beyinning with
the year ending June 30, 1934, there is hereby impused upon

every foreygn corporaiton with respect to carrying on or
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doing business in the United States for any part of such year
an excise taz equivalent of §1 for each $1,000 of the adjusted
declared value of capital employed in the transaction of its
business in the United States.

(c) The tazes imposed by this section shall not apply—

(1) to any éorporation enumerated in seclion
101;

(2) o any insurance company subject to the taux
imposed by section 201 or 204;

(3) to wny domestic corporation i respect of the
yeur cnding Jine 30, 1934, if it did not carry on or
do busiwwss during a purt of the period from the date
of the enuctment of thes Act to June 30, 1934, both
dates nclusive; or

(4) to any foreign corporation in respect of the
year ending June 30, 1934, if 4 did not carry on or
do business in the United States during a part of the
perwd from the date of the enactment of this Act to
June 30, 1934, both dates inclusive.

(d) Every corporation lLiable for tax under this sec-
tion shall make a velurn under oaih within one month after
the close of the year with respect to which such tax 18 imposed
to the collector for the disirict in which is located its principal
pluce of business or, if it has no priucipal place of business

in the United States, then to the collector at Baltunore,
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Maryland. Such return shall contain such information and
be made in such manner as the Commissioner with the ap-
proval of the Secretary may by regulations prescribe. The
tax shall, without assessiment by the Commissioner or notice
from the collector, be due and payable to the collector before
the expiration of the period .for filing the return. If the
tax is not paid when due, there shall be added as purt of the
tax infercst at the rate of 1 per centum a month from the
time when the tax becume due until paid. AU piovisions
of law (including penaltics) applicable in respect of the taces
impoused by section 600 of the Hevenue Act of 1926 shall,
in 30 far as not inconsistent with this scction, be applicable
in respect of the taces imposed by this section. The Com-
missioner may extend the time for making the returns and
paying the taxes imposed by this section, under such rules
and regulations as he may prescribe with the approval of
the Secretary, but no such extension shall be for morve than
sixty days.

(e) Returns required to be filed for the purpise of the
tax imposed by this section shall be open to inspection in the
same manner, to the same ectent, and subjcct to the same
provisions of law, wncluding penalties, as returns made under
title 11 of the Revenue Act of 1926.

(f) For the first year ending June 30 in respect of

which a tax i8 imposed by this section upon any corporation,
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the adjusted declared value shall be the value, as declared by
the corporation in its first return under this section (which
declaration of value cannot be amended), as of the close of its
last income-tax tarable neay onr?r'ng ot or prior o the closc
of the year for which the tax is imposed by this section (or as
of the date of organization in the case of a corporation having
ng income-tax taxable year ending at or prior to the close of
the year for which the tar is imposed by this section). For
any subscquent year ending June 30, the adjustcd declured
talue in the case of a domestic corporation shall be the origi-
nal declarcd calue plus (1) the cash and fair market calue
of property pud i Jor stock or shares, (2) paid in surplus
and contributions to capital, (3) its net income, and (4) the
amount of the dicidend deduction allowable for income tax
purposes, and minus (A4) the value of property distributed
in liquidation to sharcholders, (B) distribulions of earnings
or profits, and (C') the cacess of the deductions allowable for
ncome r purposes over its gross income; adjustment being
made for cach income-tar tazable year included in the perivd
from the date ae of which the original declared value was
declured to the cluse of us last income-tux tacable year ending
at or prwr to the close of the yeur for which the tax is imposed
by this section. The amount of such adjustment for each
such yeur shall be computed (on the basis of a sepurate

return) according to the income tax law applicable to such
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year. For any subsequent year ending June 30, the adjusted
declared value wn the case of a foreign corporation shall be the
original declared value adjusied (for the same income-taz
tazable years as in the cnce of a domestic coiporuiwm), w
accordance with regulations prescribed by the Commissivner
with the approval of the Secretary, to reflect increases or
decreases in the capital employed in the transaction of is
business in the United States.
SLC. 702. EXCESS-PROFITS TAX.

(¢) There is hereby impused upon the net income of
every corpuration, for each tncome-tax taratle year ending
after the close of the first year in respect of which it 8 tuo-
able under sectvn 701, an ercess-profils tux equivalent to
5 per ceatum of such porlivn of us net income for such
income-tax tacable year as 8 in evcess of 12} per conium
of the adjusted declared value of its cupiiul sivck (or
the case of a forcign corporation the adjusted declared vlue
of capital empluoyed in the trausaction of iis business in the
United Stutes) as of the close of the preceding income-tux
tarable yeur (or us of the dute of orgunization if it had no
preceding income-tur taradle year) determined as provided
in section 701, If the income-tar tarable year in respect of
which the tax under this section is imposed is a period of
less than 12 months, such adjusied declured value shall

be reduced to an amount which beurs the sume ratio thereto
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as the number of months in the period bears to 12 months.
For the purposes of this scction the net income shall be the
same as the net income for income tar purposes for the ycar
i reopeii uf wikwh e las under g section 18 wnposed.

(b) AU provisions of luw (including penaltics) appli-
cable in respect of the taxes imposed by title I of this dct,
shall insofar as not inconsistent with this section, be appli-
cable in respect of the taxes impused by this section, except
that the proviswns of sections 131 aad 141 of that title
shall not be applicable.

SEC. 703. CAFITAL STOCK TAX AND EXCESS-PROFITS TAX IM-
PUSED BY NATIONAL INDUSTRIAL RECOVERY ACT.

Scctions 217(d) and (e) of the Nafional Industrial
Recovery Act are wmendud to read as follows:

“(d) The c(;pi.'abalock tar imposed by section 215 shall
not apply lo any laxpayer in vespect of any year cecept the
yeur ending June 50, 1933,

“(e) The cecessprojils tu inposed by seciion 216 shall
not apply to any taipayer in respect of any tacuble year
endiig after Juac 30, 1954

Note.—Section 217 of the National Industrial Recovery Act will
after the above amendment, read as follows:
Skc. 217. (a) The President shall proclaim the date of—

(1) the cluse of the first fiscal yesr ending June 30 of any
ear after the year 1033, during which the total receipts of the
Jnited States (excluding public-debt receipts) exceed ita total

expenditures (excluding public-debt expenditures other than thcse
chargeable against such receipis), or

J. 48873——18
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(2) the repeal of the cighteenth amendment to the Consti-

tution
whichever 1s the earlier.

{(b) Effective as of the 1st day of the calendar year following the
date so proclainied section 617 (a) of the Revenue Act of 1932, as amended
is amended by striking out ‘14 cents” and inserting in lieu thereo
“1 cent"”.

(c) The tax on dividends imposed bv section 213 shall not apply
to uny dividends declared on or alter the ist day of the calendar year
following the date so proclaimed.

(d) The capital-stock tax imposed by section 215 shall not apply
to any taxpsyer in respect of any year begtaning on or aftor the dob
?%%M%Mw%ﬁm&exeﬂtbmmmdiw
une 30, .

(e) The excess-profits tax imposed by section 216 shall not apply to
any t&:ﬁ::per in reapect of any taxable yesr after ite taxwble yvear cgmﬁg
which the dete 80 prociaimed eoonrs ending afier June 30, 1934.

TITLE VI—GENERAL PROVISIONS
SEC. #it sul. DEFINITIONS.

(a) When used in this Act—-

(1) The term “ person” means an individusl,
& trust or esiale, a partuership, or a corporation.

(2) The termn “ corporation” includes associn-
tions, joint-siock companies, and insurance colnpanias.

(3) The term “ P&l’l-ll(:l:;hip " includes a syndi-
cate, group, pool, joint veiure, or other unincorpo-
rated organization, through or by means of which any
business, financial operativa, or venture is carried on,
and which is not, withiu the meaniug of this Act, a
trust or estate or a coiporuiion; aud the terwn “ part-
ner ” includes a member in such s syndicate, group,
pool, joint venture, or organization.

(4) The term “ domestic” whea applied to a

corporation or partnership means created or organized
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in the United States or under the law of the United
States or of any State or Territory.

(5) The term “ foreign ” when applied to & cor-
poration or partnership meaus a corporation or part-
nerahip which i8 not domestio.

(6) The term “fiduciary ” means a guardiam,
trustee, executor, adwinistrator, receiver, conservator,
or any person acting in any fiduciary capucity for any
person.

(7) The termn * withholdiug agent” means any
person required to deduct and withhold any tax under
the provisious of section 143 or 144,

(8) The term “stock ” includes the share in an
association, joiut-stock company, or insurauce coln-
pany. ,

(9) The term “ shareliolder” includes a member
in an association, joint-stock cumpuny, or insurance
company.

(10) The term “ United States” when used in 8
geographical sense includes ouly the Slates, the Terri-
tories of Alaska and Hawaii, and the District of
Columbia.

(11) The term “ Secretary ” means the Secretary
of the Treasury.
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(12) The term ** Commissioner ” means the Com-
missioner of Internal Revenue.
(13) The term “ collector” means collactor of
internal revenue.
(14) The term “taxpayer ” wmeans any person
subject to a tax imposed by this Act.

(b) The terms “iucludes” and including ” when
used i a definitivin cumained in tils Act shatd not be deewed
to exclude other things viicrwise wikin the weadiisg of
the term defined.

SEC. HH2 sv2. SEPARABILITY CLAUSE.

If any provision of this Act, or the applicaion theicof
to any person or circunustances, is beld invalid, the rcuaiader
of the Act, and the applicatica of such provisivas to vibier
persons or circumnsiauces, shall not be afected thereby,
SEC. 343 503. EFFBUIIVE DATE UF ACT.

Except us otherwise provided, tius Act sbidl whe efiect

upon M8 eunctisent.
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