7om Coxorzss, } HOUSE OF REPRESENTATIVES { " Rerorr
i Jat Session. SN ‘ No. 1882

Lot

REVENUE BILL

 May 95, 1928, —Ordered to be printed

Mr. HAWLEY. from the committee of conference, subxmtted the
. ' following

CONFERENCE REPORT
[To &’éc‘ompany H.‘ "R. 1] .

The. Qommlttee of confel‘ence on the dlsagreemg votes of the two
Houses on the amendments of .the Senate to the. bill- (H. R. 1) ‘to
reduce and equalize taxation, provide revenue, and for other purposes
having méet, after ful] and free conference ave. agreed to recommen
and do recommend ‘to théir reepectlvé "Houses as foll ows:

That the Senate recede from its amendments numbered. 2, 8, 13
21, 24, 25, 26, 27, 28, 36, 54, 81, 82, 88, 139, 1 9 175, 176 191, 192
194 195,196 197 198 199 &nd.200 ;

That the House recede from ite’ dxsagreement to the amendimeénta
of the Senate numbered 1, 3, 5, 6, 7, 11;.12,:14,:16,:17, 18,:19, 20,
22, 23, 29,30, 31, 32,34, 37, 38,39, 40,41, 42, 48, 44, 48, 46, 47, 48,
49,60, .51, 62, 563, 56, 66,:57,:68, 59, 60, 62, 68, 64, 65, 66 67 68 69,:
70, 71, 72 73,74 76 77, 78, 79, 80, 83, 84, 85, 86, 87, 89 90 92,93,
94,,95,,96,.97 98,1 100}:101, 103; 104, 105,106,107, 108; 109, 110,
115, 116;117,118 119;120 121,. 122, 123,124 125 126,127 128;
129 131, 132, 133, 134, 135, 136 137, 138, 140,141 142, % , 144,
145 146 147,148,153,154 155 156 158 159 160, 161 , 168,
165'166”167 168, 169, 170 171 172 17§ 174 177 178 179 ‘180
181,182,183, 184,185, 188;’ 189 193 201 202, 203, 204, 205 206
207 208 209 210 211, 212 213 221 ande.gree tothe same

Amendment numberpd 40

That, the House recede from ita dmagreement to the amendment of-
the %enate numbered 4, and sgree to .the same with an amendment
ag follows:. -, .

In lieu of the matter proposed to be inserted: by the Senate amend-:
ment insert the following: Seo. 404. Credit of m,ft taa: and a penod ‘
and theSenatengreet.ot.he same. - . .
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Amendment numbered 9:

That the House recede from its disagreement to the amendmient
of the Senate numbered 9, and agree to the same with an amend-
ment as follows:

Omit the matter proposed to be inserted and restore the matter
proposed to be stncEen out by the Senate amendment and on aﬁe
6 of the House bill strike out the sixth line under the heading “%nt
IV—Administrative provisions’” and in lieu thereof insert the fol-
lowing: Sec. 605. Retroactive regulations and a period; and the Senate
agree to the same.

Amendment numbered 10:

That the House recede from its disagreement to the amendment of
the Senate numbered 10, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: o

Sec. 702. Basis of property upon sale by estate— Retroactive.

Sec. 703.- Deduction ojP estate and inheritance taxes— Retroactive.

Sec. 704. Taxability of trusts as corporations— Retroactive.

Sec. 706, Installment sales—Retroactive, L

Sec. 706. Contribuiions to chanty—Retroactwe

Sec. 707, Income tax on sale of vessels built before 1914.

Sec. 708. Definition of the term ““motor boat’.

Sec. 709. Remission or mitigation of for;feuures :

Sec. 710. Refunds and credtts to be referred to Joint OOmmv,ttec.

Sec. 711. Commissioners of Court of Claims.

Sec. 712. Bureau of Internal Revenue—Details to Washington.

Sec. 713. Salaries of collectors of internal revenue,

Sec. 71. Repeals.

Sec. 716. Separability clause. ‘

Sec. 716. Effective date of act and a period.

And the Senate agree to the same,

Amendment numbered 15: '

That the House recede from its dnsagreement to the amendment
of the Senate numbered 15, and agree to the same mth an - amend-
ment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 12 per centum; and the Senate agree to the same'- ‘

Amendment numbered 33:

That the House recede from its dnsagreement to the amendment of
the Senate numbered 33 and agree to the same with an amendmen
as follows:

Omit the matter proposed to be mserted by the Senate amend-
ment, and on nge 224 of the House bill, after line 8, and'after'the
section inserte Senate amendment 215 insert the following: |

Sec. 706, Oonmbutwm to chanty—-retroactwe —In. computmg the
net income of any individual, other than a monresident alien, for the
tazable year 1923, there shall be allowed as a deduition: (subject to the
percentage limitation prescribed by section 214(a)(11) of the revenue: act
of 1921) a e% contributions or gifts to or for the use of ‘a trust organised
and operated exclugively for religious, charitable, scientific, literary, or
educational purposes, zf such individual éurmg the tazable year
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1924 contributions’ or- gifts ‘to' the same trust and in the a gregate of

.':mbatantmlly the same amount. \In:no case shall there be aﬁ das a

" deduction under this section contributions or gifis to an amount in
excess of $60,000. Any tax paid in respect of such deduction shall,
sub]:;:t to the statutory period of limitation applwable thereto, be cradmd
or refunded , .
 And the Senate agree to the same. |

Amendment numbered 35: '

That the House recede from its disagreement to the. amendment of
the Senate numbered 35, and agree to the same:with an amendment
as follows:

.., 1n lieu of the.matter proposed to be mserted by the Senate amend-

, me,n_t, msert ‘the followin

' (q) 'Pension trists, —An employjer eatabhshmq or mmntam'mg a pen-
sion_trust to.provide for the payment of - reasonable pengions to his
employees (if sijch, ‘trust is exempt from taz under section 166, relating
to trusts éreated Jor the éxclusive benefit of employees) shall’ be' alloided
as a deduction (1n addmon to the contributions to such trust during the

“taxable. year. to .cover -the. pension liability . accruing during the year,
‘allowed: as a deduction u subsection (a@):of this section) a reasonable
amount transferred or paid info such trust during the taxable year.in
excess: of such contributions, but only.if such amount (1) has not thereto-
fore been allowable as a deduction, an (2) 18 apportioned in equal parts
over a period of ten consecutive years beginning wuh the year in which

 the transfer or payment is made.
~ And the Seriate’ agree to; the same.

" Amendment numbered 61:
. That the House récede from its disagreement to the amendment of
the Senate numbered. 61, and -agree to the same with an- amendment
as follows:
On. page 12 of the Senate enFrossed amendments, lme 8, str1k¢ out
' on; and the Senate agree to the' sagne

P

| ‘the’ period ojﬁxd insert & semico

Amendment numbered 75:

4+11°That ‘the: Holise .técede from its:disagreement. nto thehumendm‘ant
of the Senate humbered 75, and agrea.to.the same with:.an..amend-
ment as follows:
n page 14 of the Senate engi‘ossed amendments at the end of
fme :14 iisert s, period and- the’following:
In‘'the case o]) ‘Property ° tr‘dnsferfed in’ trigt to pay the mcome “for
‘tq‘e 0, or, pon the order or direction of the grantor, unth the right'reséroed
or af oll times prior to hié Heath to revoice the trust, the basis of
such proz)eﬂy in"the "hands of ‘the ‘persons’ entitled under’ thé' terins  of
the trust instrument to the property after the grantor’s death shall, after
- .guch death, beithe same:as if the trust mstrumcm had bem a wdl mfmted
on»thcdayb the. grantor's death. . ; G SRR
And the Senate agree to the same. O TR

AL J i i e e gy s B gy
hlu Axp’epé}qeﬁt;:puh‘*béreldig;!m‘ i i v ‘ '

, House Tece e rom its dlsa’gx"e;emeht tb’thd ﬁmendment‘ of
' the numbergd 91, and- agrée‘to the same. with ap Q,mendinent

” 9 owa. g iR V;’IH e *i H; xi i
"y )n 20.'of the ate'e ] ts,' line 17‘ &&e
O e 0, o s Sebply htidoed indines uﬂ 0

[EH]
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following: An insurance company subject to the tax imposed by section
201 or 204 shall not be mdufed in the same consolidated return with a
corporation subject to the tax imposed by section 13 and a period; 'and
the Senate agree to the same.

Amendment numbered 99:

That the House recede from its disagreement to the amendment of
the Senate numbered 99, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate emend-
ment insert .2 per centum; and the Senate agree to the same..

Amendment numbered 102: S

That the House recede from its disagreement to the’ amendment of
the Senate numbered 102, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 12 per centum; and the Senate agree to the same.

Amendment numbered 111: ,

That the House recede from its disagreement to the amendment
of the Senate numbered 111, and agree to the same with an amend-
ment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 12 per centum; and the Senate agree to the same..

Amendment numbered 112:

That the House recede from its disagreement to the a.mendment of
the Senate numbered 112, and agree to the same w1th an amendment
as follows:

In lieu of the matter proposed to be mserted by the Senate a.mend-
ment insert 12 per centfum; and the Senate agree to the same. . - ..

Amendment numbered 113:

That the House recede from its dlsagreemenb to the amendm nt
of the Senate numbered 113, and agree to the %ame W1th an ame d-
ment as follows: o

In lieu of the matter proposed to be mserted by the Senate amend-
ment insert 12 per centum; and the Senate agree to: the same.

Amendment numbered 114:

That the House recede’ from lts dlsagreement to the amendment
of the Senate numbered 114, and agree to the same w1tb au an\end-
ment as follows:

In lieu of the matter proposed to be inserted by. the Senate’ alhehd-
ment insert 12 per centum; and the Senate agree to the same Y

Amendment numbered 130: el ST
That the House recede from its dlsagreement to ‘the amendment
of the Senate numbered 130, and agree to the same with an amend-
lll%lt as follows: ¢ the H bll " RIS v .-“, ) ws/ 4
n page 166 of the lHouse bi ne. 4,. strike out ( ;. 81
insert two; and on page 178 of the House brﬂ( 'line, 20”“? out
““three’ and msert two; and on page 178 of the Hoiise "Bill 35
strike out “three” and insert two: and on “pége 179 of tl{e’l Hdlse
bill, line 2, strike out ‘““three” and msert two; a xlid on page 6‘%& ‘the
House bill; line 10, strike out “threé” and insert tio; apd thik Se
agree to the same. b ”"

IS

v
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Amendment numbered 160:

That the House recede from its disagreement to the amendment of
the Senate numbered 150, and agree to the same with an amendment
as follows:

Omit the matter proposed to be inserted by the Senate amend-
ment, and on page 186 of the House bill, line 13, strike out ‘“or” and
insert a comma and the following: credzt or abatement and the Senate
agree to the same. :

Amendmerit numbered 151:

That the House recede from its disagreement to the amendment of
the Senate numbered 151, and agree to the same w1th an amendment
as follows:

- Omit ‘the matter. proposed to be inserted by the Senate emendment
and on page 186. of tE House bill, line 16, strike out ‘‘or” and
insert a comma and the followmg credit, or abatement and :the
Senate agree to the same, y

Amendment numbered 152:

That the House recede from its disagreement to the amendment of
the Senate numbered 152, and agree to the same with an amendment
as follows:

Omit the matter proposed to be inserted by the Senate amendment
and on page 186 of the House bill, line 18, strike out “or’’ and insert
a comma and the following: credtt or abatement and the Senate agree
to the same.

Amendment numbered 157: A N

That the House recede from its dlsagreement to the amendment of
the Senate numbered 157, and agree to the same with an emendment
as follows:

. In lieu of the matter proposed to be mserted by the Senate amepd—
ment insért the:following:

" (@) No refund shall be made oj any atnount paid by or collected jrom
any manufacturer, producer, or im orter n respect of the tax zmp
by subdivision (3) e f ection 600 of t e revente act of 1924, or subdzmetga
(3) of section 900 of the revenue act of 1921 or of the redenie act of 1 .91 8,

unless either—

" (1) Pursuant to a yudgment of a court m an action duly begun phor
“to April 30, 1928;.or:.- .

(2) It1s establwhed to the satwfactwn af the. commwewner that such
amount was in excessof the amount properly payable upon the . aalc .or
lease of an article subject to tax; or that such amount was: not. collected
directly or mdzrectly, Jrom the.piirchaser on lessee, or that such amount,
although - collected from' the. purchaser..or lessee, was returned to.kim; or

(3) The commaissioner certifies to the proper. disbursing, officer. that
such manufacturer, producer, or importer, has d with t]{tye'qommw-
sioner, under regulations prescribe by the” Mmismdper Vloutk | the
appr if the Secretary’ a'bond in guch $um dnd with Wuch shreties

cbmmw {onieir ‘deénis. ' necesstiry, 'tonditioned ﬂb‘hf the’ ‘{mnte e
repaymend to the Umtefi States, of such portion of the: aniount ‘refu
a8 ie not distiibuted by ‘sueh manufacturer,” produier, ‘or’ iMpor
within six months, after the date of the“payment' ‘of 'the! reﬂt 15> thi
persons who' purchaeed for Durposes of ‘consuniption (whether from"
maaufacmrer, producer, tmporte)' or from aniy’ other persoh) th% Mdee .
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in respect of which the refund is made, as evidenced by the affiddavits
(*n such form and containing such statements as the commissioner may
prescribe) of such purchasers, and that such bond, in the case of a claim
allowed after February 28, 1927, was filed before the allowance of the
clarm by the commissioner. ~
®) second proviso under the heading ‘Internal revenue’ .in
section 1 of the first deficiency act, fiscal year 1928, and the second
proviso of the fourth paragr;;ph under the heading ‘‘Internal Revenue
Service’’ in section 1 of the Treasury and Post Oﬂg:e appropriation act
for the fiscal year 1929, are regealed and a period. ’ '
And the Senate agree to the same.

Amendment numbered 164: -

That the House recede from its disagroement to the amendment of
the Senate numbered 164, and agree to the same with an amendment
as follows: :

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

Sec. 442. Tax on steamship tickets.—(a) Subdivision & of Schedule
A of Title VIII of the revenue act of 1926 is amended to read as follows:

“6. Passage ticket, one way or round trip, for each opassenger, sold
or tssued in the Unued States for passage i)y any vessel to a port or
place not_in the United States, Canada, Mexico, or Cuba, if costing
not exceeding $30, $1; costing more than $30 and not exceeding £60, $3;
costing more than 860, 86. This subdivision shall not apply to passdge
tickets costing $10 or less.”

(b) Subsection (a) of this section shall take effect on the expiration
of thirty days aftér the enactmend of this act.

And the Senate agree to the same.

Amendment numbered 186: 3

That the House recede from its disagreement to the amendment of
the Senate numbered 186, and agree to the same with an amendméht
as follows: .

In lieu of the matter proposed to be inserted by the Senate amend-
menl:; insert or the Undersecretary and a comma; and the Senate agree
to the same. ' ‘

Amendment numbered 187: o L

That the House recede from its disagreement-to the amendment
of the Senate numbered 187, and agree to the same with an:amend-
ment as follows: ' S

On page 37 of the Senate eni;rossed amendments, -lines \7 -and 8,
strike out ‘‘ Extinguishment of liability by bar of statute of limita-
tions’’ and insert Effect of expiration of period of limitation: and the
Senate agree to the same. . EERE

Amendment numbered 190: . o "
That the House recede from its disagreement to the, amendment
of the Senate numbered 190, and agree to the same with an amend-
ment, as follows: , ‘ et
In lieu of the matter proposed to be stricken out by the gena'té
amendment insert the following: o b e g
Sec. 611, Collections stayed by claim in _abatement.—If any iniernal-
revenue tax (or any inferest, penalty, additional amount, or addition to
ruch tax) was, within the period of imitation properly applicable theréto,
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assessed prior to June 2, 1924, and if a claim in abatement was filed,
withfor without bond, amj if the collection of any part thereof was stayed,
then the payment of - ‘such part (made before or within one year after the
enactment of this Act) shall not be considered as an overpayment under
the provisions of section 607, relating to payments made afier the expira-
tion of the period of limitation on assessment and collection.

And the Senate agree to the same.

Amendment numbered 214:
. That the House recede from its disagreement to the amendment
of the Senate numbered 214, and agree to the same with an amend-
ment as follows:

On nage 41 of the Senate engrossed amendments, line 21, after
“taiclable insert (whether distributed or mot); and the Senate agree
to the same.

Amendment numbered 215:

That the House recede from its disagreement to the amendment of
the Senate numbered 215 and agree to the same with an amendment
as follows:

On page 42 of the Senete engrossed amendments, line 11, strike
out ““a return or an amended” and insert an original; and the Senate
‘agree to the same.

Amendment numbered 216:

That the House recede from its disagreement to the amendment of
the Senate numbered 216, and agree to the same with an amendment
as follows:

On page 44 of the Senate engrossed amendments, line 4, after the
‘period, insert The basis of any such new ship shall be rediceil by the
amount of the gain rom such sale exempt jrom taxation under this para-
graph and a period; and the Senate agree to the same.

Amendment numbered 217:

That the House recede from its disagreement to the amendment of
the Senate numbered 217, and agree to the same wmh an amendment
gs'follows: =

In lieu of the matter' proposed to be inserted by the Senate a.mend-
ment insert the following: ‘

Sec. 708. Defiriition of the term “motor boat’’ —The term ‘““motor
boat”, when used in the aét of September 21, 1922, includés a jacht or
pleasure boat, rega,rdless of ngt or tonnage, whether sarl, steam, or
motar. pro elle , owned by a.resident of the nited States or brougkt mndo
the United States for sale:or:charter 1o, a resident thereof, whether or not
such yacht or boat 18 brought into the United States under its own power,
but does not include a %ach! or boat used or intended to be used in trade
or commerce, nor a yacht or boat built, or for the building of which a con-
tract was entered indo, prior to December 1, 1927.

And the Senate agree to the same.

Amendment numbered 218:

That the House recede from its disagreement to the amendment of
the Senate numbered 218, and agree to the same with an amendment
as follows:

On page 44 of the Senate engrossed amendments, line 17, strike
out ‘“Penalties’” and insert F orlgmurcs and the Senate agree to the

same.
H R—70-1—vo0l 4—-T2
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Amendment numbered 219: '

That the House recede from its disagreement to the amendment
of the Senate numbered 219, and agree to the same with an amend-
ment as follows:

On page 45 of the Senate engrossed amendments, line 2, strike
out ““709” and insert 7/0; and the Senate agree to the same.

Amendment numbered 220:

That the Houso recede from its disagreement to the amendment of
tho Senate numbered 220, and agree to the same with an amendment
as follows:

On page 45 of the Senate engrossed amendments, lme 18, strike
out “710" and insert 7/1; and the Sonate agree to the same.

Amendment numbered 222:

That the House recede from its disagreement to the amendment of
the Senate numbered 222, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 7/2; and the Senate agree to the same.

Amendment numbered 223

That the House recede from its disagreement to the amendment
of the Senate numbered 223, and agree to the same with an amend-
ment as follows:

On page 46 of the Sonate engrossed amendments, line 6, strike out
“712’ and insert 713; and the Senato agree to the same. ‘

“Amendment numbered 224:

That the House recedo from its disagreement to the amendment of
the Senute numbored 224, and agree to the same with an mnendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 774; and the J-}elmte agree to the same.

Amendment numbered 225:
That the ITouse rocede from its dlsagreement to the amendmept of
“tho Senate numbered 226, and agreo to the same with an amendment
as follows:
In licu of the matter proposed to be inserted by the Senate amend-
ment insert 716; and the Senate agree to the same. ‘

Amendment numbered 226: ' ~ ‘ RS

That the House recede from its disagreement to the amendment
of the Senate numbered 226, and agree to the same with an- amend—
ment as follows:
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In lieu of the matter proposed to be inserted by the Senate amend-
ment insert 716; and the Senate agree to the same.

W. C. HawLgy,
ALrLen T, TREADWAY,
IsAA0 BACHARAOH, -
Jno. N. GARNER,
- Ji W. CoLLIER,: «
Managers on the part of the: Houcc
Reep Smoor, -
Geo. P. McLmaN,
Davip A. Reep,
PeErER G. GERRY,-
L ‘Par 'HARRISON; '
Managers on the part of the Senata



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendments of the Senate
to the bill (H. R. 1) to reduce and equalize taxation, provide revenue,
and for other purposes, submit the following written statement in
explanation of the effect of the action agreed upon by the conferees
and recommended in the accompanying conference report:

Amendment No. 1: This amendment makes a clerical change; and
the House recedes, -

Amendment No. 2: This amendment makes a clerical change;
and the Senate recedes.

Amendment No. 3: This amendment makes a clerical change; and
the House recedes.

Amendment No. 4: This amendment makes a clerical change; and
t}ﬁe House recedes with an amendment making a further clerical
change.

Amendments Nos. 5, 6, and 7: These amendments make clerical
changes; and the House recedes.

Amendment No. 8: This amendment makes a clerical change; and
the Senate recedes,

Amendments Nos. 9 and 10: These amendments make clerical
changes; and the House recedes with amendments making further
clerical changes. ‘

Amendments Nos. 11 and 12: The House bill made the income tax
title of the new bill applicable to the taxable year 1927 and succeeding
taxable years and provided that income and excess-profits taxes for
taxable years preceding the taxable year 1927 should remain subject
to prior revenue acts except as expressly modified by the new act.
This covered not only provisions as to rates but the administrative

provisions as well, nate amendments 11 and 12 provide that the
new income tax title shall be%in with the taxable year 1928 instead
of the taxable year 1927, The House recedes. This action on the

part of the conferees necessitates that the House also recede on a
“number of other amendments of the Senate carrying out this same
purpose, which are noted below under their respective numbers,

Amendment No. 13: The House bill made no change in the
surtax rates of the existing law. The Senate amendment adjusts
surtax rates on incomes in excess of $20,000, the reduction aggregat-
ing $25,000,000; and the Senate recedes.

Amendment No. 14: This amendment makes a clerical change;
and the House recedes.

Amendment No. 15: The House bill reduced the corporation rate
from 13)4 per cent to 1114 per cent, The Senate amendment
reduced the rate to 1214 per cent. The House recedes with an
amendment fixing the rate at 12 per cent.

Amendment No. 16: The House bill provided that corporations
with net incomes of not more than $15,000 in excess of the credits
provided in section 26 should be subject to a graduated tax of from

10
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5 per.cent to 9 per:cent. The Senate amendment strikes out this
provision; and the House recedes. s SRS
Amendments Nos. 17, 18, 19, and 20: These amendments make
olerical changes; and the House recedes. R C
+Amendment No. 21: The House bill.omitted: the %"ovisi()n in prior
revenue acts-purporting to tax the salaries of the: President, of the
judges of the Supreme and inferior courts of the United States, and
of all other officers and employees of: the '‘United States, Alaska,
Hawail, etc.; on the ground that in so far as-this cdmpensation: can
be taxed under the Constitution it-s covered in ‘theigenoral definition:
of income. The Senate amendment in:ternis  makes the salary of the
President of the United States taking office after the enactment of
the new aot taxable; and the Seriate recedes. T o
‘Amendment: No.. 22: The House bill allowed the owner of a co-
operative’ apartment to deduct the amount of his payments to the
cooperative. corporation representing his share of the interest and:
taxes paid byi.the corporation. This amendment and amendments
34. and 39 strike out these provisions; and the House recedes.- '
Amendment No. 23: This amendment makes a clericalichange ; and
the House recedes. . : . R
‘Amendment No. 24: This amendment makes a clerical change;
and the Senate recedes. : CLo ' :
Amendment No. 25: This amendment makes a clerical change;
and the Senate recedes, . . AT o e
~Amendments Nos, 26, 27, and 28: The Senate amendments are
intended: primarily to permit doctors and other professional men to
deduct their expenses: in attending meetings of their organizations,
These expenses usually are not deductible under the existing law/, and
the effect of the amendment was to authorize nonbusiness deductions.
The Senate recedes, e : » g
-Amendment; No. 29: The effect of this amendment is ‘to permit
the deduction of taxeés assessed against local benefits of a kind ‘tend-
ing to.increase: the. value of the property assessed in so far as-such.
taxes are properly allocable to maintenance or interest charges, the:
uestion arising principally in connection with taxes levied by certain
3rainage districts; and the House recedes. . . C e :
Amendment No, 30: Under existing law difficulty has been experi--
enced in ‘determining and allowing the deduction for depreciation in.
cases where property is held by one person for life with remainder to:
another person; and the deduction, in the case of :property held in
trust, is allowable only to the trustee.. :The Senate-amendment pro-.
vides; that a life- tenant, for the purpose of this deduction, shall be
considered .as' the absolute ownerj: so. that he. will be entitled: to. the
deduction during his life, and. that thereafter the:deduction, if: any,
will be allowed to, the remainder.man.. - In.the case of -&)‘boperty held :
in trust; the -allowable. deduction is to be apportioned: between'the
income: beneficiaries:and the trustee in accordance with the pertinént
pirovisions of the will; déed; or:other instrument creating the trust, or;’
in the absence of such provisions, qn the basis of:the:trust. income:
which:sis: allocable: to the, trustee and: the :beneficiaries, respectively,
For:example; if the trust instrument: provides .that the: income of the:
trust computed without regard to depreciation shall: be distributed
to. a named beneficiary, such beneficiary s will be -entitled: to: the
depreciation allowance to the exclusion of the trustee, while if the.

1



12 REVENUE BILL

instrument:provides that the trustee in determining the distributable
- income shall first make duc allowance for keeping the trust corpus
intact by retaining a reasonable amount of the current income for
that purpose, the allowable deduction will be granted in full to the
trustee.. The bill contains similar provisions as to the deduction for
depletion. The Senate amendment provides for an equitable appor-:
tionment of the deduction in these cases; and the House recedes. - -
Amendments Nos. 31 and 32: The purpose and effect of these
amendments, which relate to the deduction for depletion in the
case of property held by one person and the remainder to another
person and in the case of property held in trust, is similar in affect
to amendment numbered 30; and the House recedes. _
Amendment No. 33: This amendment extends the provisions of
the bill relating to deductions for charitable contributions or gifts
to trusts, to cases arising under the revente act of 1921, The House
recedes with an amendment defining narrowly the circumstances
under which such deduction shall be allowed retroactively, so that
it will apply only ‘to the case for the relief of which the amendment
was intended. - : ' , S :
Amendment No. 34: The purpose of this amendment, which relates
to the deductions granted to owners of cooperative apartinents, is
explained in connection with amendment numbered 22; and the
House recedes. E ' o
Amendment No. 35: The Senate amendmnent provided that ‘an:
employer who had established a pension reserve could transfer the
reserve to a pension trust, of the type exempt under section 165 of:
the bill, and would be permitted to deduct the amounts so trans--
ferred; the deduction to be prorated over a period of years equivalent
to the time during which the reserve was acoumulated. There are
two other classes of cases which should be provided for: (1) The
creation of a pension trust by an employer who has had a pension
plan in existence, but who has been paying the pensions out of cur-
rent income, for example, without the establishment of a pension
reserve; and (2) the employer who creates a pension trust and adopta
for the first time a pension plan, Upon the creation of a pension
trust, tho payments of the employer, in any of the above cases,
consist of contributions covering the pension liability accruing durin
the year (which are allowed as a deduction under section 23 (a) of
the new law, assuming the reasonableness of the contribution) and
payments made during the year, for example, on account of the
pension liability which would have accrued during prior years had:
the plan been in existence, or to build up reserves in order to place
thé plan-upon a basis which is actuarily sound. The House recedes:
with an amendment permitting the spread of ‘the payments of the
latter type above described over a period of 10 years, - = '
Amendment No. 36: This amendment proposes to allow as a
deduction from income all expenses paid or incurred in contesting:
liability for. any tax, Federal, State, municipal, or otherwise; and
the Senate recedes. L :
Amendment No. 37: This is a clerical amendment which is neces--
sary in connection with amendments numbered 30, 31, and 32; and’
the House recedes. : ' - . ‘»
- Amendment No. 38: This amendment makes a clerical change;
and the House recedes. = - : S L
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** Amendment No. 39: This amendment, which i‘eletee to additional
deducglons to- oWwners of cooperatlve eparbments, is dlscussed above'
with ameéndmient numbered 22; and the House recedes. ' : ' -

Amendment No. 40: This amendment increasés frofiv $20, 000 to
$30,000 the maximum amount which can be considered as eemed
net income for the purpose of the eamed inéome credlb The
House recedes.

Amendment No, 41: This amendment mekes a clencal *change'
and the House recedes.

Amendments Nos. 42, 43, and 44: These amendments Were mede
necessary by the action ‘of the Seiiate (by amendments'l'l ‘and:12) in
making the new income tax title first apply to 1928, instedd of 1927,
as in'the I-Iopse bill." The House recedes; in accordence wwh the
action of 'thé conferees on Senate amendments 11 and’ 12. °

Amendments Nos. 46, and 47: ’I‘hese a,mendments meke
clerical changes; and the iIouee recedes,

Amendments Nos, 48, 49, and 50: These amendments were made
necessery by the action of the Senate (hy emendmente 11and 12) in
making the new income tax title first apply to 1928, instead of 1927,
as in the. House bill. ‘The House recedes, in accordarce Wlth the
action of the conferees-on Senate amendmerits 11 and 12,

" Afnendments'Nos, 51, 62, and 53 ; These amendments meke clencal
change; and the House recedes; -

driient No. 564: The House bl“ retemed the pi'evxsibns of
the present law (sec. 257 of the revenus act of 1926) relating to the
examination and ‘inspection of income-tax returns. :The Senite'
amendment permits the examination and inspection of such'returns
under the same rules :and regulations as govern the exanunatmn of
publi¢ doouménts genemlly, and the Senate recedes.

Amendments ' Nos, 55,66, 67, and' 58: These amendments meke
clerical changes; and the House recedes

Amendment No, 59; This amendment was made necessary by
the action of the Senate (by amendments 11 and 12) 'in’ making
the new income-tax title first apply to 1928, instead of 1927 as in'the
House bill: "The House recedes, in’ “sccordance with the actloh of
t.he conferees on Senate amendments 11 and 12,

Amendment No. 80: This emendment mekes 4 elencal chenge,
and the House xecedes

Amendment No; 61 The Senate emendment exempts corpora-
tions: organized by an' exempt farmers” cooperetlve marketmg 'or
pui'chasmg association or the members thereof for the! purpose of’
financing the ordinary orop operetions 'of such: members 'or ‘other:
producers and operated in ¢onjunction with the cooper&tlv’e ‘market-'
ing or pm‘ehe&ng essoclatlon The chse recedes thh 8 clencel
amendment, - ey

AInendments Nos 62, 63 64 65 and 66 ’I‘hese amendments mekex
clerical’ ohanges ‘and the }fouse recedes o b

"Amendment' No: 67: This amendment mtreduces into- the lawi' ;
new kind of exempt organization, namely, ‘teachers’ retirement furnd
associations of a'purelylocal chareeter’ he exeinptlbn is'conditioned|
on the association complymg with' two’ eorlditions Fitst, that except’
for ] ayment of retirement benefits, no part of thé net’ eermngs shall
inure' to the' benefit of ‘any ‘private shareholdér or individudl and
. second, the income of the association must consist exclusively of
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receipts from public taxation, assessments against the teaching salaries
of members and income from investments; and the House recedes.
Amendments Nos. 68, 69, and 70: The House bill provided for a
special tax on “personai hoiding companies” in order to discourage
the retention by such companies of excessively large accumulations of
surplus for the purpose of avoiding surtaxes on their members.
The Senate amendments strike out the provisions of the House bill
and restore the present law (section 220 of the revenue act of 1926);
and the House recedes, the effect being to restore the existing law.on
the subjeoct. -
Amendments Nos. 72, 77, 78, 79, and 80: The House bill eliminated
the provisions of existing law relative to corporate distributions of
earnings and profits accumulated, or increase in value of property,
prior to March 1, 1913. These amendments restore the provisions
of the existing law; and the House recedes.
Amendment No. 71: This amendment makes a clerical change;
and the House recedes. : » ,
Amendments Nos. 73, 74, and 75: The purpose of these amendments
is to clarify and establish the law with respect to the basis of property
acquired by transfer in trust other than a transfer in trust by bequest
or devise, by gift on or before December 31, 1920, by the exercise of a
power of appointment, by transmission at death, and by transfer in
contemplation of or intended to take effeot at or after death. -
Section 113(a)(3) is amended (No. 73) by striking: out the last
sentence of the House bill, with the effect of including within the
paragraph transfers in trust made after December 81, 1920, even if
made in contemplation of death or to take effect in possession. or
enjoyment at or after death. The basis provided in such cases is the
basis the property would have in the hands of the grantor, adjusted
for gain or loss recognized to the grantor when the transfer was made;
and the House recedes. x
Section 113(a)(4) is amended (No. 74) so as to provide that the
basis in the case of property passing under a power of appointment,
regardless of the time of acquisition, shall be the fair market value
on the date of acquisition, which is the rule of the existing law; and
the House recedes. o
Section 113(a)(5) is amended (No. 75) so’ as to provide that in
the case of specific bequest of personalty or a general or specific
devise of realty or the transmission of realty by intestacy the basis
shall be the fair market value of the property at the time of the death.
of the decedent. In these cases it may be said, as a matter of sub-
stance, that the property for all practical purposes vests in the -bene-
ficiary immediately upon the decedent’s death, and therefore the.
value at the date of death is a proper basis for the determination of
gain or loss to the beneficiary. The same rule is applied to real and
personal property transmitted by the decedent where the sale is
made by the executor. In all other cases the basis is the fair market
value of the property at the time of the distribution to the taxpayer,
The latter rule would obtain, for example, in the case of personal
roperty not transmitted to the beneficiary by specific bequest, but
y general bequest or by intestacy. It would also apply in cases
where the executor purchases property and distributes it to the
beneficiary; and the House moegee, with the following amendment:
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- A special rulé is provided in section 113 (a) (5) by which to deter-
mine the basis of proYerty transferred in trust with the right reserved
to the grantor at all times prior to his death to revoke the trust
where the sale or other disposition of Property' occurs after the death
of the grantor: 'This rule includes sales or other dispositions by the
trustee and aldo by a beneficiary of the trust. In view of the complete
right of révocation in such cases on the part of the grantor at all times
between the date of creation of the trust and his death, it is proper
‘to view the ?prbglerty for' all practical purposes as belonging to the
grantor rather than the beneficiaries and to treat the property as
vesting in the benefciaries according to the terms of the trust instru-
ment, not at the date of creation of the trust, but rather on the date
of the grantor’s death, for the purpose of determining gain or loss on
‘eale or'other disposition of the property after the grantor’s death by
the trustee or by a beneficiaty.. Accordingly, it is provided that the
‘basis of such property in the hands of the Eersons entitled thereto
by the terms of the trust instrument after the grantor's death shall
be the same as if the trust instrument had been a will executed
‘on the date of his death. Thus property acquired by virtue of revo-
cable trusts of the kind described is treated, for all practical purposes
the same as though it had been transmitted by the grantor by will
at his death. S . ‘

Amendment No. 76: The House bill delegated to the commis-
sioner, with the approval of .the Seo’retaxg, power to prescribe regu-
lations legislativé in charactér for the determination of the basis,
after the period’ of affiliation, of property  acquired by a corporation
during the period of affiliation from an affiliated corporation. In the
restoration of the privilege to.file consolidated returns it was neces-
sary to cover property required in 1929 or thereafter, and the Senate
amendment provides that in such case the basis shall be determined
in accordance with the legislative regulations prescribed under the
consolidated-return provisions; and the House recedes.

Amendments Nos. 77, 78; 79, and 80: These amendments are above
discussed in connection with amendment numbered 72; and the
House recedes. - ’ o '

- Amendment No. 81: The House bill provided for the exemption of
‘the compensation of any individual employed by Alaska or Hawaii
or any political subdivision thereof as a teacher in any educational
institution. The Senate amendment extends ‘the exemption to all
‘officers or employees of any State or Territory or political subdivi-
sion thereof, whether or not engaged in a governmental function,
‘and of any corporation 95 per cent of the stock of which is owned or
controlled by a State, Territory, or political subdivision (such’ as
public-utility corporations), The amendment extends the exemy
tion accorded by the Constitution (se¢ Stone, J., in Metcalf & Eddy
v. N{litchell, 269 U. S. 614, and cases there cited); and the Senate
recedes, - - ‘ ' o

Amendmeht No, 82: Under existing law and the House bill a State,
‘Territory, ’E)_blitical*eubdivisibn,‘%or the District of Columbia which
‘may be éntitled to-the proceéds from the dgeration of ‘a public utility
is entitled to a refund of that portion of the income tax paid by the
public utility which is attributable to the income aceruing directly ' to
such State, Tértitory, political subdivision, or the District of Colum-
-bis, ‘btit only in oases where the contrasct under which the utility is
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operated was entered into prior to September 8, 1916, The Senate
amondment extonds the exemption to all such cases regardless of the
date of the contract, thus extending the constitutional exemption;
aud the Sonate recedes. N

Amondmont No. 83: This amendment deals with the situation
(illustrated by the case of the St. Charles River Bridge) where a
State or political subdivision, pursuant to a contract to which it is
not a party, is to acquire a bridge and payment therefor in whole or
in part is to be made from the earnings from the bridge.. So much
of the tax on the net income as is attributable to the earnings which
but for the tax would accrue to or for the benefit of the gtate or
political subdivision shall be refunded to the State or political sub-
division. No rofund is to be made unless the entire amount of the
refund is applied toward the purchase price of the bridge. The
House recedes. ; .

Amendmonts Nos, 84 and 85: These amendments make clerical
changes; and the House recedes. .

Amendments Nos. 86 and 87: These amendments were made
necessary by the action of the Senate (by amendments 11 and 12)
in making the new income-tax title first apply to 1928 instead of 1927,
.as in the House bill. The House recedes, in accordance with the
action of the confereces on Senate amendments 11 and 12,

Amendment No, 88: This amendment provides for allocating the
income from the operation of bridges between the United States and
contiguous foreign countries in accordance with an agreement to be
entered into between the President of the Unitcdagtates and the
proper authorities of such foreign country. The allocation can be
made in proper cases under the existing law; and the Senate recedes.

Amendments Nos. 89 ‘and 90: These amendments were made
necessary by the action of the Senate (b{ amendments 11 and 12) in
making the new income-tax title first apply to 1928 instes.d of 1927, as
in the House bill. The House recedes, in accordance with the action
of the conferces on Senate amendments 11 and 12,

Amendment No. 91: The House bill made no provision for the
filing by afliliated corporations of a consolidated return after the
taxable year 1928. The Senate amendment permits the ﬁlin% of a
consolidated return by an affiliated group providing the affiliated
group consents to regulations issued by the commissioner prior to the
making of the return relating to the computation of the consolidated
net income of the group and of the net income of the members of
the group after the period of affiliation. ,

Among the regulations which it is expected that the commisgioner
will prescribe are: (1) The extent to which gain or loss shall be
recognized upon the sale by a member of the affiliated group of
stock issued by any other member of the affiliated group or upon
the dissolution (whether partial or complete) of a member of the group;
(2) the basis of property (including property included in an inventory)
acquired, during the period of affiliation, by a member of the affiliated
group, including the basis of such property after such period of
affiliation; (3) the extent to which and the manner in which net
losses sustained by a corporation before it became a member of the
groug shall be deducted in the consolidated return; and the extent
to which and the manner in which net losses sustained during the
period for which the consolidated return is filed shall be deducted in
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any taxable year after the affiliation is terminated.in whole or in
part; (4) the extent to which and the manner.in which ghm .or loss
1s. to be recognized, upon the withdrawal of one or more corporations
from;the group, by reason of transactions occumng during the period

-of affiliation; and (5) that the corporations filing the consolidated
return must designate one of their.members as' the agent for . the
group, in order that all notices may.-be mailed to the agent, defi-
ciencias collected, refunds made, interest computed, and -proceedings
before: the Board ‘of Tax Appes,ls conducted as though the agent were

- the tax%ayer. o

The House recedes with a. elanf mg amendment to subdlvnsxon (e)
of the Senate amendment providing specifically that an insurance
company. subject to the tax impose 'by section 201 or 204 -shall’not
be included in the same consolidated return with a: corporatxon
subject to the tax imposed by section 13." -

Amendment No, 92: This amendment makes a clemcal change,
and the House recedes.

" Amendment No. 93; This amendment was made necesaary by the
action of the Senate (by amendments 11.and.12)'in making the ' new
income-tax title first apply to 1928, instead of 1927 as in the’ House

“bill; . The House rececF in accordance with the actlon of. the
conferees on Senate amencimente 11 and 12.

-Amendment, No. 94: This amendment makee a clemcal change,
and the House recedes.. - o
A Amendment No. 95: This amendment was made necessary by the
action of the Senate (by amendments 11 and 12) in making the new
income-tax title first apply to.1928, instead of 11927 as.in the House
bill. The House recedes, in accordance with the action of ' the
-conferees on. Senate amendments 11 and 12,

Amendment No. 96: This amendment mekes a clerioal change,
and the House recedes.

‘Amendment -No. 97: The House blll prov1ded that a8 ﬁduomry
requlred to make a return under the income-tax. title should :be sub-
ject to all the provisions of that title which apply to mdxvxduals

he Senate amendment subl]eots the fiduciary to all the pI‘OVlSlODS

of law applying to individuals; and the House recedes. . i

Amendment No. 98: Thls amendment makee 8 clerlcal change,
and the House recedes. "

Ameudment No. 99: The House bl“ provxdes that Wlthholdmg at

" thesource in the.case of interest payments on.tax-free covenant bonds
to a foreign corporation where the. hablht{ assumed: by. the: obhgor
does not exceed 2 per cent of the interest, shall be.at the rate of 1114
per cent. The Senate amendment fixes the rate at 1214 per cerit

and the: House recedes with an amendmenb by which- the rate lS

fixed at 12 per cent. ...
Amendments Nus., 100 and lOl These amendment.s make elencal
changes; and the House recedes. . . . =
Amendment No. 102: The H(mse bill prondes fm-: thhholdmg at
the source in the case of foreign: corporations at the rate .of 1134 ‘per
cent,. The Senate amendment fixes: the rate :at 1234 per:cent.

The House recedes w:th an emendment ﬁxmg the ute etnl2x ‘per

cent \
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Amendments Nos. 103 to 110, inclusive: These amondments make
clerieal ohanges; and the House recedes,

Amendments Nos, 111, 112, 113, and 114: In accordance with
Senate amendment 15, these amendments change the rates in tho
case of insurance companies from 1144 to 12};1)01' cent; and the
House recedes with an amendment making the rates 12 per cent.

Amendments Nos. 115, 116, 117, and  118: In the case 'of an'in-
surance company (other than a life or mutual) under existing law
and under the Houso bill the gain or loss from' the sale or other dis-
position of proporty (including securities) is not recognizéd. The
effect of these amendments is to recognize such gains and losses; and
the House recedes. ' S R

Amendments Nos, 119 to 129, inoclusive: These amendments make
clerical changes; and the House recedes, ‘ o

Amondment No. 130: The House bill requires that the -amount of
all income taxes imposed for 1928 and subsequent yoars shall'be as-
sessed within three years after the return was filed and provides that
no court proceeding without assessment may be begun after the
expiration of such period. The Senate amendment reduces the
period to two yoears. The House recedes with an amendment which
establishes a like period for the filing of claims for refund or credit of
income taxes for 1928 and subsequent years. . SRR

Amendments Nos, 131, 132, 133, and 134: Tho House bill provided
that waivers filed after the expiration of the period of limitation, in the
case of income taxes imposed by the new law, should be valid. The
Senate amendments eliminate this provision; and the House recedes.

Amendment No. 135: This amendment makes a clerical change;
and the House recedes. ' ' :

Amendment No. 136: The House bill permitted the assessment of
the liability of a transferee of a transferee within one year after the
expiration of the period of limitation for assessment against the
preceding transferee, The Senate amendment provides that the
aggregate period of limitation can not exceed three years from: the
date of the expiration of the period of limitation for assessment
against the taxpayer; and the House recedes. -

Amendment No. 137: This amendment makes a clerical change;
and the House recedes. :
~ Amendment No. 138: The effect of the Senate amendment is to

restore as of January 1, 1926 (the effective date of its repeal) section
322 of the revenue act of 1924, which provided that where the amount
of a gift is required to be included in the gross estate of the decedent
the estate should be credited with the amount of the gift tax; dnd the
House recedes. - o

Amendment No. 139: The purpose of this amendment is to mddiiy
the definition of the term “deficiency’’ for the purpose of permitting
an appeal to the Board of Tax Appeals in cases where a disputed
item arises in a taxable year in which the rate of tax has been retro-
actively lowered. Under existing law the right to contest the'dis-
puted item exists by way of a claim and suit for refund unless the
difference in the tax caused by the retroactive reduction is abated;
and the Senate recedes. K Do :

Amendments Nos. 140 and 141: The House bill increased the
exemption from the tax on admission and dues from 75 cents to $1.



REVENUB BILL. . . 1

The .Senate amendment increases ‘the exempmon to 83 end uhe
House recedes.

.Amendment No. 142: The existmg law unposes; in the cese of
theater -tickets, eto., sold by brokers, a tax.of 6. per cent of the:
broker’s charge if it does not exceed 5() -cents, and & tax of 50 per:
cent if it does exceed 50 cents. The Senate 'amendment fixes the.
dividing line at 75 cents instead of 650 centa;:and the House recedesa.

Amondment No, 143: This amendment mekes a clerical chenge,,
and the House recedes,

Amendments Nos. 144, 145, end 146 'I‘he Houee b;ll reduoed t.he
dues tax from 10 per cent to 5 por cent of the amount paid as dues
or. members’ fees to any social, athletic, or = rtmg -olub ‘where the
dues or foes exceed $10 a year or gald as initiation feea if the fees
amount. to more than $10. or if the dues or members” fees; not includ.
ing initidtion fees, exceed: $10. per year, The Senate amendments
restore the rate to 10 per cent and:increase the amount payable
as dues.o: membership fees, without the xmposmon of the tax, from
$10 to $25; and the House recedes.

Amendment No. 147+ This amendment mekes a clerical change,
and the.House recedes, .

Amendment No. 148:.The House bill repealed the automobile tax
and prdvided. for a refund of one-half the: tax paid in case of auto-
mobilds sold by the manufacturer (for example) to the dealer (inc¢lud-
ing also: a chassis: manufacturer, for.example, who has purchased a
body ‘and & tax upon the-aale has been paid) and held by him on the
date: of ‘the repedl of ‘the tax. The Senate.amendment provides:for-
refund (or if the tax has not been paid, for the abatement) of the x’ull
amount of taxin such cases;} and the 'House recedes,

Amendment No, 1491 The House bill provided that. the 'refund of
the tax on automobiles held by a dealer on the:date of the enactment
of the act!could be:a fpphed as ‘s credit against the tax shown by
subsequent returhs ‘of the manufacturer. The Senate amendment
strikes out:this ;i\}'ovmndn; and the Senate recedes. - ,

Amendments Nos.! 150, 151, 152: ‘These amendmente ‘make eler.-
ical changes; and 'the House reeedee with amendments makmg fur-
ther:clerical changes. - :

Améndments: - Nos. 153 and 154: These amendmente made the'
changes necessary on account of the repeal of the automobile tax, in-
_the. provisions relating to the refund of ‘taxes paid by purchasers
after the repeal' of the tax, under the conditions: preecnbed in the
House bill (sec. 423); and the House recxdes.

‘Amendments Nos. 155 and 156: These amendments make clencal;
changes and the House recédes. ' '

- Amendment; No. 157 The House: bdl rohlbxted refunds of auto-
mobile docessories taxes, except in the following cases:: (1): Pursuant-
to a'judgment of ‘a court in ah action begun prior to the date of the
enactment 'of the ideficiency 'act of 1927; ‘or-(2): unless the: amount .
was an’ ordmar{ oyerpayment of the eméunt -due uponi the sale/of
an"article actually subject to the tax; or (3)if the ‘mannfaotui'er ‘had:
collécted ithe:amount of the tax from the purchaser, he had refunded
such-amount 'to- thé purchaser} or: (4) unless:the: manufacturer: to:
whom the! refuhd 'is to :be made filed' a:bond:conditioned upon: the
retuin of any part-of the refund whwh he hee not. been a.hle to bm:
back to thé consumer.: - ‘-
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‘The ‘Senate amendment struck out the provisiong of the House
bill and denied refunds except in the following cases: (1) Pursuant:
to & judgment of a court in an action begun prior to February 28,
1028; or (2) it is established to the satisfaction of the commissioner:
that the amount to be refunded was not added separately on the
invoico to the purchaser, or, if so added, had been returned to the

urchasbqi'l; or (3) a bond was given, similar to the requirement of the

ouse bill, ’

The House recedes with an amendment denying refunds except
in the following cases: (1) Pursuant to a judgment of a court in an
action duly begun prior to April 30, 1928; or (2) unless the amount
was an ordinary overpayment of the amount due upon the sale of
an artiole actually subject to the tax; or (3) the amount was not
collected, direotly or indirectly, from the purchaser or if collected
has been returned to him prior to the making of the refund; or (4)
a bond is given upon the conditions described above.

Amendment No. 159: This amendment permits cigars to be packed
in boxes of 20; and the House recedes,

Amendment No. 159: The House bill increases the exoise: tax
on the use of foreign-built boats to five times the rate imposed by
existing law. The Senate amendment eliminates this provision and
repeals entirely the tax imposed by existing law, substituting therefor
a definition (sec. 707, amendment 217) applicable to paragraph 370
of the tariff aot of 1922, under which the tariff duty will be imposed
upon yachts and boats of the kind now subjeot to the excise tax; and :
the House recedes on amendment 159 and recedes with an amendment -
on amendment 217, o

Amendment No. 160: Under existing law and the House bill the
narootics tax imposed on retail dealers is $6 a year. The Senate
amendment reduces the tax to $3 a year; and the House recedes.

Amendment No. 161: This amendment exempts from the stamp
tax imposed by section 801 of the revenue act of 1926, stocks, bonds,
and otﬁr certificates of indebtedness issued by: certain cooperative

farmer or fruit growers’ associations; and the House recedes.

- Amendment No. 162: The House bill repeals the stamp tax imposed
by subdivision 4 of Schedule A of Title VIII of the revenue act of:
1926 on sale of produce on exchanges. The Senate amendment
restores this tax; and the House recedes.

Amendment No. 163: The House bill reduces the stamp tax,
imposed by subdivision 3 of Schedule A of Title VIII of the revenue
act of 1926 on sales or transfers of capital stock from 2 cents on each:
$100 of face value or fraction thereof to 1 cent. The Senate amend-
ment restores the existing law; and the House recedes. -

Amendment No. 164: The Senate amendment exempts from tax
steamship tickets for transportation to Cuba, as in the case of trans-.
portation to Canads and Mexico; and the House recedes with a-
clerical amendment prescribing the effective date of the amendment,

Amendment No. 165: The House bill requires postmasters in all
cities of more than 50,000 inhabitants to have for sale a suitable
quantity of revenue stamps. The Senate amendment requires this
to be done in cities of over 25,000 inhabitants; and the House recedes.

Amendments Nos. 166 and 167: The Senate amendments - provide-
for the reduction to the prewar level of the rates of tax upon wines
containing ‘more than 21 per cent and not more than 24 per cent:
of absolute alcohol; and the House recedes. 4
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Amendment No, 168: This amoendment was' made necessary by !
the action of the Senate (by amendments 11 hhd: 12) in making:the
new income tax title first apply to 1928, instead of 1027, as in the
House bill. The House recedes, in accox‘dance with the actmnf of
the conferees on Senate amendments 11 and 12

Amendment No. 169: This amendment makes a olerncal cha.nge,
and the House recedes,

Amendments Nos. 170, 171, 172, nnd 173: Theso - aniendments,”
which relate -to the vahdlty of Wwaivers exccuted after-tho. oxpiration :
of ‘the period -of Hmitation intonded to be waived; are similai: to
amendments Nos. 131, 132, 133, and 134 above. 'The ‘House bill -
made such waivers effcotive oven though executed after the expiration
of such period. The Senate amendment confines the:provisions. to -
wan&ers executed before the expiration of the. period; and the House’
recedes: AU

Amendment No. 174: This-amendment makes valld 4nd eﬂ'octive
any waiver exocuted after the expiration of the period of: limitation,.
notwithstanding the effect of amendments Nos. 170 to 173 m(,lus:ve,
if entered into after the enactment of ‘this act and bhefore 5&nuary 1,
1929;. The amendment also provides that the above amendments to
section 278 of the revenue act of 1926 shall not he construed as'in any.
manner affecting the validity of waivers mnade pnor to the e'mctment. i
of this act; and the House rocedes, -

Amendments 'Nos. 178:and 176 The Senate amendments rov1de
for the reopening of the statute of limitations upon the filing. of-
claims for refund in cases where the taxpayer prior:.to January 1,
1928, filed the waiver upon the assessment of taxes for the taxable ‘
years 1917, 1918, 1919, 1920, and 1921; and the Senate recedes, - .

Amendment No. 177: The Senate amendmont. makes it clear tha.t
the division of the Board.of Tax Appeals must' make & determmatnon
upon the proceeding assigned to it; and the House recedes;, '

Araendments Nos; 178 and 179: The Senate ‘amendment- ‘elmu-
nateg certain superﬂuous language of the House bxll and the House
recedes,

Amendment No.. 180 ‘This amendment wntee mto the law. ¥y pro«
vision now carried in the Appro riations acts permitting. the board:,
to renew contracts for reporting: earm%s dtid the House recedes. /

‘Amenidmont No. 181: The House bill: provided that the rules: of -
gracmce and procedure. (other. than riles of evidence) promulgatod

y the-board under the authority of the statute should have.the
same force and effect as Federal equity rules.  Since it is clear, under
the statute, that the rules of the board have the force and effect of .
law, the Senate ehmmates this provnslon as unnecessary,zand the
House recedes: . - °

‘Amendment No. 182 Under exnstmg law the burden of prool‘ in ;
? roceedings:beforei the board is on the petitioner even as to issues of..
raud. '1‘%180 Senate amendment places upon :the Government -the
burden of proving fraud whenever an' issue of fraud i is mvolved; and. .
the House recedes. . BETRIE

“Amendment No. 183: The Houé’e blﬂ provxded théb no deemnon of
the .board should! be modified or. reversed: because of its’ failure: to
consider evidence not adduced before it in evidence. . The existing :
law is cleari that the board neéd not c¢onsider. evidence not. properly
placed before it and that it need not conduct independent:investiga- -
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tions of the facts of cases pending on its docket. In view of this, the
Senate eliminated the House provisions; and the House recedes,

Amendment No. 184: The House hill provided that the commis-
sioner might proceed to enforce the liability of a taxpayer against a
transferee of his property either by appropriate proceedings before
the Board of T'ax Appeals or by instituting suit against such transferee
in the courts, The proceedings under section 280 of the present law
have proved so effective in preventing the evasion of taxes and in the
collection of taxes properly due that the Senate amendment strikes
out the section giving the comimissioner the right to proceed in court
against the transferee; and the House recedes,

Amendment No. 185; Section 1108 (a) of the revenue act of 1926
permits the commissioner to apply a new regulation or Treasury
decision without retroactive eﬂ{:ct when the new regulation or
Treasury decision is not immediately occasioned by a court decision,

This desirable policy has been extended by the Senate amendinent
80 as to include aﬁ regulations and Treasury decisions whether or not
occasioned by a court decision, It is hoped that this provision will
prevent the constant reopening of cases on account of changes in
regulations or Treasury decisions, and it is believed that sound
administration pros)erly places upon the (lovernment the responsi-
hility and burden of interpreting the law’and of prescribing regulations
upon which the taxpayers may rely; and the House recedes.

Amendment No, 186: The existing law, the House bill, and the
Senate bill contain provisions permitting the execution of final agree-
ments by the Governimnent and taxpayer relating to the tax liabilit;
of any particular year or years, The House bill provides that suc
an agreement may he arpmved by the Secretary, The Senate amend-
ment permits approval by the Scoretary, the Undersecretary, or an
Assistant Secretary. The House recedes with an amendment limiting
the approval to the Secretary or the Undersecretary,

Amendment No. 187: This is a clerical amendment in the nature of
a rephrasing and simplification of the provisions of the House bill
which do not, however, operate to change the legal effect, The
House recedes with an amendment which modifies slightly the title
of the section, -

Amendment No, 188: The House bill provides that if a refund is
made after the expiration of the period of limitation within which the
taxpayer may bring suit for such refund, the repayment shall be con-
sidered to he an overpayment unless suit was duly hegun by the tax-
vayer, The Senate amendment permits the period for filing suit to
be extended upon the execution of an agreement hetween the taxpayer
and the commissioner agreeing to an extension pending a final decision -
in one or more cases named in the agreement, If the suit is favorable
to the taxpayer, the case may be recopened and the refund allowed,
of course, without the necess tiy of suit; and the House recedes.

Amendment No. 189: The House bill permits the Government to
recover erroneous refunds (oxcluding refunds which are erroneous
under sec, 608) by suit hegun within two years after the making of
such refund. The Senate amendment makes it certain that this
limitation does not apply to suits begun prior to May 1, 1028; and
the House recedes,

Amendment No. 190: The House bill (sec. 611) provided that in
cases in which & tax was asseased within the period o}) limitation upon
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assessments and thereafter (whether before or after the expiration of
such period) a claim in ahatement was filed, with or without a bond,
and if proceedings for the collection of the tax were not promptly
instituted (as would have been the case had the claim in almtemenb
not been filed), then (1) if any part of the amount covéred by the
clpim in abatement was thereafter paid, such amount should not he
refunded, solely hecause of the fact that it was paid after the running
of the statute, and (2) in cases where the amount was not paid, it
could be collected by distraint or proceedings in court hegun within
one year after the enactment of the new law., The Senate amend-
ment struck out this section; and the House recedes with an amend-
ment retaining the prohibition upon refunds, as above described, and
eliminating the authority for collection.

Amendmeonts Nos. 191 and 192: These amendments make clerical
changoes; and the Senate recedes.

Amendment No. 193: This amendment makes it clear that the
provisions of the section relating to liens for taxes aro applicable to
all liens in respect of any internal revenue‘tax whether or not the
lien is imposed by that section; and the Houso recedes.

Amendments Nos. 194 to 199, inclusive: 'These amendments
make clorical changes; and tho Senate recedes,

Amendment No, 200: Thoe House bill mado no chango in the pro-
visions of oxisting law (sce. 1107 of the revenue act of 1026) pro-
hibiting a review by the General Accounting Offico of docisions of -
the commissioner under the internal revenue laws. The Senate
amendment provides that all claims, refunds, ete., allowed by the
commissioner in excess of $10,000 shall be audited by the General
Accounting Office. The audit now nccorded by the Bureau of In-
ternal Revonue is entirely adequato to protect the interests of the
Government, and there is no necessity for the Senate amendment; and
the Senate recedes, thus leaving section 1107 applicable,

Amendment No, 201: This amendment makes a clorical change;
and the House recedes.

Amendment No, 202: The House bill makes provision for the
salaries of the logislative counsel and the special asgistant to the Sec-
retary of the Treasury, Inasmuch as these provisions have become
lew, tho Senate has eliminated them; and the House recedes.
~"Amendment No. 203: This amendment makes a olerical change;
and the House recedes,

Amendment No, 204: This ammondment was made necessary hy the
action of the Senate (by amendments 11 and 12) in makm%thc new
income-tax title firat apply to 1028, instead of 1027, as in the House
hill.. The House rocedes, in accordance with the action of the con-
ferecs on Senate amendnients 11 and 12, L

Amendments Nos, 205, 208, and 207: The House hill validated the
regulations in force prior to the decision in the McKinney case, pro-
viging that the basis for computinw gain or loss should be the value
of the property at the time of the death of the decedent, in the case
of a sale, by the executor, of propert¥ acquired from the decedont, if
the estate indicated ita acquiescence in such regulations by fallure to
file a claim for refund or credit prior to the enactment of the new law,
The Scnate amendment ‘also validates the regulations gromulgated
after the McKinney case, and providmg that the basis should be the
value of ‘the property at the time of the death of the decedent, and

H R—T70-1—v0l 4——78
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ives to the estate the opportunity to exercise ite option to acquiesce
in the regulations at any time prior to the expiration of the period of
limi&atiou for filing a claim for refund or credit; and the House
recedes.

Amendment No. 208: This amendment was made necessary by
tho action of the Senate (by amendments 11 and 12) in making the
new income tax title first apply to 1928 instead of 1927, as in the
House bill. The House recedes, in accordance with the action of
the conforecos, on Senato amondmonts 11 and 12,

Amendmeont No. 209: This amendment makes a clerical change;
and the House recedes.

Amoendment No. 210: The Houge bill contained retroactive pro-
visions removing the uncertainty of the present law as to the deducti-
bility, in computing net income, of amounts paid as estate, inheritance,
succession, or legacy taxes, and validated the deductions claimed in
the return of the taxpayer, and provided for the case where the
deduction was claimed by both the estate and the beneficiary and
the case whoro neither claimed it. The Sonate amendment adopts
the provisions of the House bill and extends them to cases where
the deduction was claimed by a claim in abatement, and in order
to make it cortain that tho deduction will be allowed either to the
ostate or to the bonoficiary in any event, the Senate amendment
allows tho deduction to tho estate if the benoficiary is barred from
filing a claim for rofund by the statuto of limitations, and vice versa.
This provision does not permit the filing of a claim for refund, how-
ever, if the period of limitation has oxpired; and the House rocedes.

Amendments Nos, 211, 212, and 213: These amendments make
clerical changes; and the f-Iouso recodes,

Amendment No. 214: Under oxisting law there is considerable
confusion as to the proper distinction to be drawn between a trust
and an association, particularly certain so-called real estate truste,
While it is not decemed advisable at this time to write into the statytes
& more cxplicit definition of a trust and an association, it was
desirable by the Senate to make specific provision retrosctively to
make definite and certain the tax liability in the past of these
organizations. The Ilouse recedes with a clarifylng amendment,
making it certain that the amounts will be taxable to the benefi
ciarics whethor or not such amounts are actually distributed, and
whether or not such amounts are distributable, to the beneficiaries,

Amendment No. 215: The House bill contained no provision of
retroactive application to taxpayers changing from the acerusl to the
installment basis for reporting income for tax purposes, The 1919
regulations of the T'reasury prescribed in such cases the mo-called
double-tax rule, The 1020 regulations, however, abandoned this
rule. In 19256 the Board of Tax Appeals held the 1920 regulations
invalid, upon the ground that they did not accurately reflect the
income of tho taxpayer during the transition period, Section 1208
of the revenue act of 1926 was a compromise provision writing into
the law for the first time a statutory recognition of the installment
basis, and adopting the double-tax rule of the 1919 regulations.
In oxder to roliove taxpayors who have not yet paid the deficiencies
resulting from the application of the double-tax rule (in accordance
with section 1208) the Senate amendment provides that in such cases
the amount of the deficiency will be computed in accordance with



the single-tax rule; and, inasmuch as the financidl itatus of taxpayers
who have already paid an amount sufficient te cover their tax linblity
when computed in accordance with'the double-tax rule; will'mot be
jeopardized, the Senate amendment: provides that the dowble-tax
rule shiall be applied in computing the right to s refund or'credit.
The Senate amendment was made ap:licabh to amy taxpayer who
filed an original return or an amended return prior to the effective
date of the revenue act of 1926, and the taxable year 1924 or any
prior taxable year. S ey

The House recedes with an amendment denw relief to e’ tax-
payer who, for example, in 1922, filed an amended return for 1918,
1019, and 1920, shifting from the accrual to the rhstaliment: basis.
This taxpayer, however, will be granted relief for the year in which
he filed an original return and for the years following. S

Amdeex:ldml?nt lf\T 0. 21(15: Section -22;% bthe merchaznt}tﬁ:me act, 1620,
provi that for a 10-year peri eginning in that year no tax
should he imposed under the revenue act of 1018 on account of gwin
derived from the sale by a citizen of the United States of a'vessel
documented under the laws of the United States and buils prior te
January 1, 1914, if the proceeds were used for the acquisition of any
ship built in American shipyards. The revenue act of 1018 was
not in effect for any year alter the year 1920, The Senate amends
the: merchant marine act so as to make the deduction'available
under revenue acts subsequent to the revemue wet of 1918. .The
House recedes with an amendment which prescribes the basis for
gain or loss on the new shiﬁ;

Amendment No. 217: This amendment is explained in connection
with amendment No. 159, and the House recedes with an amendment
making a change in the section number and clarifying the provisions
of the section,

Amendment No. 218: There is no provision of law for the admin-
istrative remission or mitigation of forfeitures under the internal
revenues laws, The Senate amendment adopts the provisions of
existing law applicable to the administrative remission or mitigation
of forfeitures under the customs laws and makes them applicable
to forfeitures under the internal revenue laws; and the House recedes
with an amendment making a change in section numbers.

Amendment No. 219: This amendment provides that refunds
and oredits in excess of $75,000 made after the enactment of this act
shall be referred to the Joint Committee on Internal Revenue
Taxation and that such refund or credit shall not be made until
after the expiration of 30 days from the date of such reference, and
also provides that a reg)ort; to Congress shall be made snnualfy by
such committee of such refunds and credits; and the House recedes,

Amendment No. 220: Under the present law the salaries of the
commissioners appointed to assist the judges of the Court of Claims
are fixed at $5,000 a year., The Senate amendment increases this
to $7,600 a year; and the House recedes with an amendment making
a clerical change, - ) .

Amendment No. 221: The House bill, in order to build up the per-
sonnel nocessary for the efficient administration of the internal
revenue laws, authorized the Secretary to fix the compensation,
without regard to the provisions of the classification act, of 23 asaist-
ants to the general counsel and 26 employees in the Bureau of Inter-
nal Revenue at salaries not in excess of $7,500 and of 50 employees
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in the Bureau of Internal Revenue at salaries not in excess of $6,000
a year. Upon the assurance that at least 15 assistants to the general
counsel and at least 15 administrative and technical employees in
the Bureau of Internal Revenue would be so classified, under the
amendments to the classification act mede by the Smoot-Welch bill,
in & grade the maximum salary of which is $7,600 a year, and that
50 employees of the bureau would be classified in a grade the maxi-
mum salary of which is $6,000 a year, the House has receded from
its disagreement to the amendment of the Senate eliminating this
section. It is also understood that the section was eliminated by
the Senate upon the assurances above described.

Amendment No. 222: This amendment makes a clerical change;
Ed the House recedes with an amendment making a further clerical

ange.

Amendment No. 223: The present law provides that the salaries
of collectors of internal revenue may be fixed under regulations
prescribed by the Commissioner of Internal Revenue with the ap-
proval of the Secretary of the Treasury, but the salary shall not be
1n excess of $6,000. The Senate amendment makes the maximum
salary $7,600; and the House recedes with an amendment making
a change in section mamber.

Amendments Nos, 224, 225, and 226: These amendments make
clerical changes; and the House recedes with amendments making
further clerical changes. '

W. C. HawwLgy,

ALLenN T. TrEaADWAY,
IsaAc BACHARACH,
JNO. N. GARNER,
J. W. CoLLIER,
Managers on the Part of the House,
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