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REVENUE ACT OF 1950

SepTEMBER 21, 1950.—Crdered to be printed

Mr. DouarTON, from the committee of conference, submitted the
following

CONFERENCE REPORT

[Tc accompany H. R, 8920)

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bil (H. R. 8920)
to reduce excise taxes, and for other purposes, having met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:

That the Senate recede from its amendments numbered 48, 64, 87,
99, and 110.

That the House recede from its dissgreement to the amendments
of the Senate numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 15, 16,
17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 32, 33, 34, 35, 36,

7, 42, 43, 46, 47, 51, 52, 53, 54, 58, 59, 60, 63, 66, 67, 69, 70, 71, 77,
78, 79, 80, 81, 84, 85, 89, 90, 93, 94, 95, 96, 97, 98, 101, 104, 105, 112,
115, 116, 117, 118, 119, 120, 123, 124, 125, 126, 127, 128, 129, 130,
131, 132, 133, 134, 135, 136, 138, 139, 140, 141, 142, 143, 144, 145,
147, 148, 150, 151, 152, 153, 154, 155, 156, 158, 160, 161, 163, 164,
165, 166, 167, 168, 169, 170, 171, 172, 173, 174, 175, 176, 177, 178,
1}’11'9, 180, 181, 182, 183, 184, 185, 186, 187, 188, and 189 and agrece to
the same. '

Amendment numbered 14:

That the House recede from its disagreement to the amendment
of the Senate numbered 14, and agree to the same with an amendment
as follows:

Strike out the matter proposed to be stricken out by the Senate
amendment and on page 153, after line 4, of the House bill, following
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the matter inserted by tiie amendment of the Senate numbered 189,
insert the following:

SEC. 608. ALLOWING STAMPS TO BE ATTACHED IN FOREIGN
COUNTRIES TO CERTAIN TOBACCO PRODUCTS.

(@) Tonacco axp Sxuvrr.—Secction 2103 (¢) (relating to supply of
stamps) s hereby amended by adding at the end thereof the following
new sentence: “If the government of a foreign country permits the
revenue stamps of such country to be affired in the United States to tobacco
or snuff manufactured in the Untled States and imported into such
foreign country, then, if tobacco or snuff manufactured in such foreign
country 1s imported into the Uniled States from such foreign country,
the importer may, under such rules and regulations as the Secretary

. v . -
may preseribe, have the United Stal revenue stamps attached to such
tobacco or snuff in such foreign country.” ,

() Crears.—The second sentence of section 2112 (c) (relating to
altaching stamps to cigarettes in foreign countries) is hereby amended by
striling out “cigarcttes” whercver appearing therein antt inserting in
licw thereof “cigars or cigareties’.

() Ikrrecrive Dare—The amendments made by this section shall
take effcct on the first day of the first month which begins more than ten
days after the dale of the enactment of this slet.

And the Senate agree to the same.

Amendment numbered 31:

That the House recede from its disagreement to the amendment of
the Senate numbered 31, and agree to the same with an amendment
as follows:

Strike out the matter proposed to be stricken out by the Senate
amendment and on page 153, after line 4, of the House bill, immedi-
ately preceding the matter inserted by the amendment of the Henate
numbered 190, insert the following:

SEC. 609. ARTICLES SOLD FOR USE OF AIRCRAFT ENGAGED IN
FOREIGN TRADE,

Isflective with respect to articles purchased (by the user thereof) on or
after the first day of the first month which begins more than ten days
dafter the date of the enactment of this Act, section 3443 (a) (3) (A) (1)
(reluting to refunds in the case of articles used or resold for use as ships’
stores, etc.) 1s hereby amended to read as follows:

“(1) used or resold for use for any of the purposes, but
subject to the conditions, provided in section 3461;7.
And the Senate agree to the same.

Amendment numbered 38:

That the House recede from its disagreement to the amendment of
the Senate numbered 38, and agree to the same with an amendment,
as follows: )

On page 11 of the Senate engrossed amendments strilke out lines
15 and 16 and insert the following: )

[reept as provided in section 103, the amendments made by this part
shall be applicable only with respect to taxable

And the Senate agree to the same,
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Amendment numbered 39:

That the ITouse recede from its disagreement to the amendment of
the Senate numbered 39, and agree to the same with an amendment
as follows: v

On page 15 of the Senate engrossed amendments strike out lines
3, 4, and 5 and insert the following:

() Axexpyment oF SEcrion 14 (a).—So much of scction 1/ (relating
to normal tax on special classes of corporations) as precedes subsection
(b) thereof is hereby amended to read as follows:

“SEC., 14, TAX ON SPECIAL CLASSES OF CORPORATIONS IN CASE
OF TAXABLE YEARS (OTHER THAN THE CALENDAR
YEAR 1950) BEGINNING BEFORE JULY 1, 1950.

And the Senate agree to the same.

Amendment numbered 40;

That the House recede from its disagreement to the amendment of
the Senate numbered 40, and agree to the same with the following
amendments:

On page 16 of the Senatle engrossed amendments strike out the
semicolon in line 15 and insert a period, and strike out lines 16, 17,
and 18.

On page 17 of the Senate engrossed amendments, beginning in line
21, strike out “‘a surtax of 19 per centum of the amount of the cor-
poration surtax net income in excess of $25,000.” and insert the fol-
lowing: @ surtax determined by computing a tentative surtax of 19 per
centum of the amount of the corporation surtax net income wn excess of
825,000, and by reducing such tentative surtax by an amount equal to
1 per centum of the lower of (A) the amount of the credit provided in
section 26 (a), or (I3) the amount by which the corporation surtax net
income exceeds $25,000.

And the Senate agree to the same.

Amendment numbered 41:

That the House recede from its disagreement to the amendment
of the Senate numbered 41, and agree to the same with an amend-
ment as follows: _

On page 21 of the Senate engrossed amendments strike out lines
11 to 15, inclusive, and insert the following: :

“() Surtar.—A surtax on the corporation surtax net
income, in an amount compuled as provided in section
15 (b) (2), or in an amount equal to one and one-half
times the surtax which would be computed under section
16 (b) (2) if the corporation surtar net income were
reduced by $25,000, whichever amount is the lesser.”

And the Senate agree to the same,

Amendment numbered 44 :

That the House recede from its disagreement to the amendment of
the Senate numbered 44, and agree to the same with an amendment
as follows:

On page 24 of the Senate engrossed amendments strike out lines
1 to 13, inclusive, and insert the following:

() Iiffective with respect to tarable years beginning after June 30,
1960, and wnth respect to taxable years beginning on January 1,
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1950, and ending on December 81, 1950, section 201 (a) (1) (relating
to tax on life insurance companies) s hereby amended by striking
out “‘at the rates provided in section 13 or section 1/ (13/) and n
scetion 15 (b)” and inserting in liew thereof “‘computed as provided
wn section 13 (b) and in section 15 (b)”. -

(4) Itflective with respect to taxable years beginning after June 30,
1950, and with respect to laxable years beginning on January 1,
1950, and ending on December 31, 1950, section 204 (a) (1) (relating
to insurance companies other than life or mutual) is hercby amended
by striking out “‘at the rates specified in section 18 or section 14 (b)
and wn section 15 (b)” and wnserting in liew thereof ‘“‘computed as
provided in section 18 (b) and in section 16 (b)”.

And the Senate agree to the same.

Amendment numbered 45:

That the House recede from its disagreement to the amendment
of the Senate numbered 45, and agree to the same with the following
amendments:

On page 25 of the Senate engrossed amendments strike out all after
“chapter” in line 16 down to and including 23 (s)” in line 19, and
strike out all after “chapter” in line 25 down to and including ‘23 (s)”
in line 3 on page 26.

On page 26 of the Senate engrossed amendments, beginning in
line 6, strike out “the date of the enactment of the Revenue Act of
1950” and insert the following: Awgust 31, 1950

And the Senate agree to the same. -

Amendment numbered 49:

That the House recede from its disagrcement to the amendment of
the Senate numbered 49, and agree to the same with an amendment
as follows:

On page 29 of the Senate engrossed amendments strike out lines 7
and 8 and insert the following:

The amendments made by this part shall be applicable only with respect
to tarable

And the Senate agree to the same.

Amendment numbered 50:

That the Ilouse recede from its disagreement to the amendment of
the Senate numbered 50, and agree to the same with the following
amendments:
~ On page 29 of the Senate engrossed amendments strike out lines

16 to 18, inclusive, and insert the following: |

(a) AsmenprmenT o Skcrion 108.—Section 108 is hereby amended
by striking out subsection (e) and inserting in liew thereof the

On page 31 of the Senate engrossed amendiments strike out the quo-
tation marks in line 17, and insert after line 17 the following:

“(g) Srrcrar, Crasses or Taxpayers.— This section shaﬁ not apply
to an insurance company subject to Supplement G or an investment com-
pany subject to Supplement Q.

(by Ervecrive Dare.— The amendment made by subsection (a) in
striling out subsection (e) of section 108 of the Internal Revenue Code
shall not apply in the case of any taxable year described in subsections
(@), (b), or (¢) of such section. .

And the Senate agree to the same.
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Amendment numbered 55:

That the House recede from its disagreement to the amendment of
the Senate numbered 55, 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. 202, INCOME TAX EXEMPTIONS FOR MEMBERS OF THE
ARMED FORCES SERVING IN COMBAT AREAS.

(@) Excrusion Froy Gross Incosrr.—Section 22 (b) (13) (relating
to exclusions from gross income) is hereby amended to read as follows:
“(18) Additional allowance for certain members of the armed
orces.—

/ “(A) Enristep PErsoNNEL.—Compensation recetved for
active service as a member below the grade of commissioned
officer in the armed forces of the United States for any month
during any part of which such member served in a combat zone
after June 24, 1950, and prior to January 1, 1952.

“(B) Comarrssronep Orricers.—In the case of compensa-~
tion recetved for active service as a commaissioned officer in the
armed forces of the.Uniled States for any month during any
part of which such officer served in a combat zone after June 24,
19560, and prior to January 1, 1962, so much of such compen-
sation as does not exceed $200.

“(C) Definitions.—Ior the purposes of this paragraph—

“(2) the term ‘commissioned qofficer’ does not include a
commissioned warrant officer;

“(0) the term ‘combat zone’ means any area which the
President of the United States by Executive Order desig-
notes, for the purposes of this paragraph, as an area in
which armed forces of the United States are or have (after
June 24, 1950) engaged in combat;

“(191) service is performed in @ combat zone only if per-
Jormed on or cfter the date designated by the President by
Lzecutive Order as the date of the commencing of combatant
activities in such zone, and on or before the date designated
by the President by Lxecutive Order as the date of the
termination of combatant activities in such zone; and

“(w) the term ‘compensation’ does not include pensions
and retirement pay.”

And the Senate agree to the same.

Amendment numbered 56:

That the House recede from its disagreement to the amendment
of the Senate numbered 56, 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:

(0) Wirunorning or Ixcomr Tax on Waaes—Iffective with
respect 1o wages paid after October 31, 1950, section 1621 (a) (relating
to definition of wages for income tax withholding purposes) is hereby
amended by inserting before paragraph (2) thereof the following:

(1) for active service as a member of the armed forces of the
United States performed prior to January 1, 1952, in a month
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during any part of which such member performed service in a
combat zone as determined under section 22 (b) (13), or'.
And the Senate agree to the same.

Amendment numbered 57:

That the House recede from its disagreement to the amendment of
the Senate numbered 57, and agree to the same with an amendment
as follows:

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

(¢) REecriprs.—Sections 1626 (a) and 1633 (a) (relating to receipts
for employees) are hereby amended by adding at the end of each the follow-
wng: ‘‘In the case of compensation paid for service as a member of the
armed forces, the stalement shall show, as wages paid during the calendar
year, the amount of such compensation pard during the calendar year
which is not excluded from gross income under chapter 1 (whether or not
such compensation constituted wages as defined 1n section 1621 (a));
such statement to be furnished if any tax was withheld during the calendar
year or if any of the compensation paid is includible under chapter 1 in
gross income.”’

And the Senate agree to the same,

Amendment numbered 61:

That the House recede from its disagreement to the amendment
of the Senate numbered 61, and agree to the same with the following
amendments:

On page 42 of the Senate engrossed amendments, beginning in line
9, strike out ‘““newspapers, magazines, or other periodicals” and insert
the following: any part of the business of another publisher of a news-
paper, magazine, or other periodical

On page 43 of the Senate engrossed amendments, strike out lines
3, 4, and 5 and insert the following:

(¢) Ikrrecrive Dare.—The amendments made by this section shall
be applicable with respect to taxable years beginning after December 31,
1945, exeept that in the case of any taxable year beginning prior to January
1, 1950—

(1) the amendments shall not be applicable with respect to expendi-
tures for which a deduction was not allowed the taxpayer for such year,
1f allowance of eredit or refund with respect to such year is barred on
the date of the enactment of this et by reason of any law or rule of
law; and '

(2) the election provided in scetion 23 (bd) of the Internal Revenue
Code shall not (despite the la<t sentence of such section) be applicable
with respect to any expenditure for which a deduction was claimed
by the tdxpayer under his latest treatment, prior to the date of the
enaciment of this Act, of such erpenditure in connectvon with his
tax liability for such tarable year.

- And the Senate agree to the same,

Amendment numbered 62:
That the House recede from its disagreement to the amendment of
the Senate numbered 62, and agree to the same with the following

amendments: ) )
On page 43 of the Senate engrossed amendments strike out lines

7, 8, and 9 and insert the following:
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SEC. 205, PAYMENT OF INCOME TAX BY INSTALLMENT PAYMENTS,
AND RETURNS OF ESTATES AND TRUSTS.

(@) Pavysent oF IncoxMr Tax BY INSTALLMENT PAYMENTS. —
Liffective with respect to taxable years ending on or

On page 45 of the Senate engrossed amendments insert after line
6 the following:

(b) Frning or RETURNS AND Pavsent or Tax By FIpucrAries oF
I'srares anp TrRusrs.—

(1) Section 63 (a) (1) (relating to time for filing returns) s hereby
amended to read as follows:

“(1) GenERAL RULE.—Returns made on the basis of the calendar
year shall be made on or before the fifteenth day of March following
the close of the calendar year, except that in the case of the return of
the fiduciary of an estate or trust, the return shall be made on or
before the fifteenth day of April following the close of the calendar
year. Returns made on the basis of a fiscal year shall be made on or
before the fifteenth day of the third month following the close of the
fiscal year, except that in the case of the return of the fiduciary of an
estate or trust, the,return shall be made on or before the fifteenth day
of the fourth month following the close of the fiscal year.”’

(2) Section 56 (a) (relating to time for payment of tax) is hereby
amended by inserting before the period at the end thereof the following:
“, except that in the case of the tax imposed upon an estate or trust
the tax shall be paid on the fifteenth day of April 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 fourth month following
the close of the fiscal year.

(8) The amendments made by this subsection shall be applicable
only with respect to taxable years ending after the date of the enact-
ment of this Act. -

And the Senate agree to the same.

Amendment numbered 65:

That the House recede from its disagrecement to the amendment
of the Senate numbered 65, and agree to the same with an amend-
ment, as follows:_ :
~ Inlieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: '

SEC, 207, PERCENTAGE DEPLETION.

(@) Transporrarion Frox Ming.—The second sentence of section
114 (b) (4) (B) (relating to the definition- of gross income from property)
18 hereby amended to read as follows: “The term ‘mining’ s used herein
shall be considered to include not merely the extraction of the ores or
manerals from the ground but also the ordinary treatment processes
normally applied by mine owners or operators in order to obtain the
commercially marketable mineral product or products, and so much of the
transportation of ores or minerals (whether or not by common carrier)
Jrom the point of extraction from the ground to the plants or mills in
which the ordinary treatment processes are applied thereto as is not in
excess of 60 miles unless the Secretary finds that the physical and other
requirements are such that the ore or mineral must be transported @ greater
distance to such plants or mills.”
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() Errecrive Darr—The amendment made by subsection (a)
shall be applicable with respect to taxable years beginning after December
31, 1949.

And the Senate agree to the same,

Amendment numbered 68:

That the House recede from its disagreement to the amendment of
the Senate numbered 68, and agree to the same with an amendment,
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 208

And the Senate agree to the same.

Amendment numbered 72:

That the House recede from its disagreement to the amendment of
the Senate numbered 72, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: August 31, 1960

And the Senate agree to the same,

Amendment numbered 73:

That the House recede from its disagreement to the amendment of
the Senate numbered 73, and agree to the same with an amendment,
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 209

And the Senate agree to the same,

Amendment numbered 74:

That the House recede from its disagreement to the amendment of
the Senate numbered 74, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: (determined without the application of section
876) or within 90 days afler the expiration of such period

And the Senate agree to the same.

Amendment numbered 75:

That the House recede from its disagreement to the amendment of
the Senate numbered 75, and agree to the same with an amendment,
as follows:

Restore the matter proposed to be stricken out by the Senate
amendment, omit the matter proposed to be inserted by the Senate
amendment, and on page 62, line 2, of the llouse bill strike out ““70”
and insert the following: 50

And the Senate agree to the same.

Amendment numbered 76:

That the House recede from its disagreement to the amendment of
the Senate numbered 76, and agree to the same with an amendment,
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 210

And the Senate agree to the same.
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Amendment numbered 82:

That the House recede from its disagreement to the amendment
of the Senate numbered 82, and agree to the same with an amend-
ment, as follows:

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

(b) AmMeEnNDMENT oF SEtcrion 117 (7).—The first sentence of section
117 () (1) 1s hereby amended by inserting before the period at the end
thereof the following: *‘, or (C) a copyright, a literary, musical, or
artistic composition, or similar property, held by a taxpayer described
in subsection (a) (1) (O)".

And the Senate agree to the same.

Amendment numbered 83:

That the House recede from its disagreement to the amendment of
the Senate numbered 83, and agree to the same with the following
amendments:

Strike out the matter proposed to be stricken out by the Senate
amendment and on page 66, line 24, of the House bill strike out “3”’
and insert the following: 6

On page 67, line 8, of the House bill strike out 3" and insert the
following: 6

On page 68, line 3, of the House bill strike out ‘3"’ and insert the
following: 6

On page 68, line 6, of the House bill strike out ““3’’ and insert the
following: 6

On page 70, line 15, of the House bill strike out “3”’ and insert the
following: 6

On page 73 of the House bill, beginning in line 8, strike out all after
“date.” down through the period in line 12, -

And the Senate agree to the samae.

Amendment numbered 86:

That the House recede from its disagreement to the amendment of
the Senate numbered 86, and agree to the same with an amendment,
as follows:

Omit the matter proposed to be inserted by the Senate amendment
and, on page 66 of the House bill, beginning in line 8, strike out all
after “Act’” down to and including “date’ in line 12, -

And the Senate agree to the same.

Amendment numbered 88:

That the House recede from its disagreement to the amendment of
the Senate numbered 88, 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: 211

And the Senate agree to the same.

Amendment;, numbered 91:

That the House recede from its disagreement to the amendment of
the Senate numbered 91, 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: 212

And the Senate agree to the same.
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Amendment numbered 92:

That the House recede from its disagreement to the amendment of
the Senate numbered 92, and agree to the same with an amendment
as follows:

On page 52, line 11, of the Senate engrossed amendments, strike
out “212 (a)” and insert the following: 211 (a)

And the Senate agree to the same,

Amendment numbered 100:

That the House recede from its disagreement to the amendment of
the Senate numbered 100, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 213

And the Senate agree to the same.

Amendment numbered 102;

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 licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 214

And the Senate agree to the same.

Amendment numbered 103:

That the IHouse recede from its disagreement to the amendment of
the Senate numbered 103, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert. the following: 215

And the Senate agree to the same.

Amendment numbered 106:

That the louse recede from its disagreement to the amendment of
the Senate numbered 106, and agree to the same with the following
amendments:

On page 54, line 18, of the Senate engrossed amendments, strike
outl “218” and insert the following: 216

On page 61 of the Senate engrossed amendments strike out the
quotation marks in line 15, and insert after line 15 the following:

“@) Cross Rererexcre.—For special rule with respect to
gain derived from the sale or exchange of property the adjusted
basis of which is determined with regard to this section, see
section 117 (g) (3).”

On page 61 of the Senate engrossed amendments, after line 18,
insert the following:

(¢) Garxy Arrripurapne ro Axorrizarion Drepucrion.—Section
117 (9) 18 hereby amended by striling out the period at the end of para-
graph (2) and inserting in licw thereof *‘; and”, and by inserting after
paragraph (2) the following new paragraph:

“(8) gain from the sale or exchange of property, to the extent that
the adjusted basis of such property is less than 1ts adjusted basis
determined without regurd to section 1244 (relating to amortization
deduction), shall be considered as gain from the sale or exchange of
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property which ts neither a capital asset nor property described in
subsection (7).’ . )
On page 61 of the Senate engrossed amendments, line 19, strike out
“(e)” and insert: (d)
And the Senate agree to the same.

Amendment numbered 107:

That the House recede from its disagreement to the amendment of
the Senate numbered 107, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 217

And the Senate agree to the same.

Amendment numbered 108:

That the House recede from its disagreement to the amendment of
the Senate numbered 108, and agree to the same with the following
amendments:

On page 62 of the Scenate engrossed amendments strike out all
after line 1 over to and including line 9 on page 63, and insert the
following:

SEC. 218, STOCK OPTIONS.

() Trearsent or Crrrary INurrovere Stock Orrions.—-Supple-
meit I3 of chapier 1 is hercby amended by adding at the end thereof the
Sfollowing new section:

“SEC. 130A. EMPLOYEE STOCK OPTIONS.

“(a) TrReATMENT OF Rpsrricrep Srock Orrrons.—If a share of
stock s transferred to an individual pursuant to his exercise after 1949
of a restricted stock option, and no disposition of such share is made by
him within two years from the date of the granting of the option nor
within stz months after the transfer of such share to ham—

“(1) no wncome shall result at the time of the transfer of such
share to the individual wpon his exercise of the option with respect
to such share;

“(2) no deduction under section 23 (a) shall be allowable at any
time to the employer corporation of such individual or its parent or
subsidiary corporation with respect to the share so transferred; and

“(3) no amount other than the option price shall be considered as
received by either of such corporations for the share so transferred.

This subsection and subsection (b) shall not apply unless (A) the indi-
vidual, at the tvme he exercises the restricted stock option, is an employee
of the corporation granting such option or of a parent or subsidiary cor-
poration of such corporation, or (I3) the option 1s exercised by him within
three months after the date he ceases to be an employee of any of such
corporations.

“(b) Srecrar, Rurr Wuere Oprion Prick 18 BETWEEN 86 PERCENT
AND 95 Prrcent or VALur or Srock.—If no disposition of ¢ share of
stock acquired by an individual wpon his exercise after 1949 of a restricted
stock option is made by him withan two years from the date of the granting
of the option nor within siz months after the transfer of such share to him,
but, at the time the restricted stock option was granted, the option price
was less than 95 per centum of the fair market value at such time of such
share, then, in the event of any disposition of such share by him, or in
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the event of his death (whenever occurring) while owning such share,
there shall be included as compensairon (and not as gain upon the sale or
exchange of a capital asset) in his gross income, for the taxable year in
which falls the date of such disposition or for the taxable year closing
with his death, whichever is applicable, an amount equal to the amount
(if any) by which the option price is exceeded by the lesser of—
“(1) the fair market value of the share at the time of such disposi-
tion or death, or
“(2) the fair market value of the share at the time the option was
granted.

In the case of the disposition of such share by the individual, the basis of
the share in his hands at the time of such disposition shall be 1ncreased by
an amount equal to the amount so includible in his gross income.

“(c) Acquisrrion or New Srock.—If stock trans-

On page 63, line 13, of the Senate engrossed amendments strike out
“112 (b) (11) or”.

On page 63, line 20, of the Senate engrossed amendments strike out
““(¢)’”’ and insert the following: (d) .

On page 66, line 6, of the Senate engrossed amendments strike out
“(d)” and inscrt the following: (e) :

On page 66, line 7, of the Senate engrossed amendments strike out
“(c)”’ and insert in lieu thereof the following: (d)

And the Senate agree to the same.

Amendment numbered 109:

That the IHouse recede from its disagreement to the amendment of
the Senate numbered 109, and agree to the same with an amendment
as follows:

On page 67, line 2, of the Senate engrossed amendments strike out
“221” and insert the following: 219

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 amendment
as follows:

In licu of the matter proposed to be inserted by the Scnate amend-
ment insert the following: 220

And the Scnate agree to the same.

Amendment numbered 113:

That the Iouse recede from its disagreement to the amendment of
the Senate numbered 113, and agree to the same with an amendment
as follows:

On page 69, line 3, of the Senate engrossed amendments strike out
“1950” and insert the following: 1949

And the Senate agree to the same,

Amendment numbered 114: ,

That the House recede from its disagreement to the amendment of
the Senate numbered 114, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 221

And the Senate agree to the same.
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Amendment numbered 121:

That the House recede from its disagreement to the amendment of
the Senate numbered 121, and agree to the same with an amendment
as follows:

On page 72, line 15, of the Senate engrossed amendments strike out
“9225" and insert the following: 222

And the Scnate agree to the same.

Amendment numbered 122:

That the House recede from its disagreement to the amendment of
the Senate numbered 122, and agree to the same with an amendment
as follows:

On page 73, line 12, of the Scnate engrossed amendments strike
out 226’ and insert the following: 223 :

And the Senate agree to the same.

Amendment numbered 137:

That the House recede from its disagreement to" the amendment of
the Senate numbered 137, and agree to the same with an amendment
as follows: o

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

“(7) There shall be excluded all income derived from research
Jor (A) the Unated States, or any of its agencies or instrumentalities,
or (B) any State or political subdivision thereof; and there shall be
excluded all deductions directly connected with such income.

“(8) (A) In the case of a college, universily, or hospital, there
shall be excluded all income derived from research performed for any
person, and all deductions directly connected with such income.

“(B) In the case of an organization operated primarily for the
purposes of carrying on fundamental research the results of which are
Jfreely available to the general public, there shall be excluded all income
derwed from research perforined for any person, and all deductions
directly connected with such income,

And the Senate agree to the same.

Amendment numbercd 146:

That the House recede from its disagreement to the amendment of
the Senate numbered 146, and agree to the same with the following
‘amendments:

On page 77, line 6, of the Scnate engrossed amendments insert after
‘“occupancy” the following: , and occupied,

On page 77, line 9, of the Senate engrossed amendments strike out
““less’’ and insert the following: not more

And the Senate agree to the same.

Amendment numbered 149:

That the House recede from its disagreement to the amendment of
the Senate numbered 149, and agree to the same with an amendment
as follows:

On page 79, line 22, of the Senate engrossed amendments insert
after “indebtedness” the following: with respect to such corporation or
such organization

And the Senate agree to the same,
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Amoendment numbered 157:

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

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

SEC. 302, EXEMPTION OF CERTAIN ORGANIZATIONS FOR PAST
YEARS.

(a) Trapr or Business Nor UNxrenLarep.—IFor any taxable year
beginning prior to January 1, 1951, no organization shall be denied
exemplion under paragraph (1), (6), or (7) of section 101 of the Internal
Revenue Code on the grounds that it is carrying on a trade or business
for profit if the income from such trade or business would not be taxable
as unreluted business tncome under the provisions of Supplement U of
the Internal Revenue Code, as amended by this Act, or if such trade or
business 1s the rental by such organization of its real property (including
personal property leased with the real property).

(b) Prrrion or Lixirarions.—In the case of an organization which
would otherwise be exempt under section 101 of the Internal Revenue
Code were it not carrying on a trade or business-for profit, the filing of
the information retwrn required by section 84 (f) of the Internal Revenue
Code (relating to returns by tax-ceempt organizations) for any tarable
year beginning prior to Janvary 1, 1951, shall be deemed to be the filing
of a return for the purposes of section 275 of the Internal Revenve Code
(relating to period of limitation upon assessment and collection). In
the case of such an organization which was, by the provisions of section
84 (f) of the Imternal Revenue Code, spéeifically noi required to file such
formation rcturn, for the purposes of the preceding sentence a return
shall be deemed o have been filed at the time when such return should
have been filed had it been so required. The provisions of this subsection
shall not apply to a laxable year of such-an—organization with respect to
which, prior to September 20, 1950, (1) any amount of tax was assessed
or paid, or (2) a notice of dcfictency under section 272 of the Internal
Revenue Code was sent to the tacpayer.

(¢) Dexian or Depverrons.—aA gift or bequest to an organization
prior to January 1, 1951, for religious, charitable, scientifie, literary, or
edueational purposes (including the encouragement of art and the pre-
vention of cruelly, to children or animals) otherwise allowable as a deduc-
tion under section 23 (0) (2), 28 (q) (2). 162 (a), 505 (a) (2), 812 (d),
861 (a) (3), 1004 (a) (2) (I3), or 1004 (b) (2) or (3) of the Internal
Revenue Code, may not be denied under such sections {f a denial of
exemption to suc organization for the tarable year of the organization
in which such gift or becuest was made s prevented by the provisions of
subsections () or (b) of this scetion. '

And the Senate agree to the same.

Amendment numbered 159:

That the House recede from its disagreement {o the amendment of
the Senate numbered 159, and agree to the same with the following
amendments: :

On page 84, line 23, of the Senate engrossed amendments strike
out “other than” and insert the following: in ercess of

On page 85, line 5, of the Senate engrossed amendments strike out
“other” the second time 1t appears ana insert the following: more
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On page 85, line 9, of the Scnate engrossed amendments strike out
“other” and insert the following: less

On page 88 of the Senate engrossed amendments strike out the
quotation marks in line 9 and alter line 9 inscrt the following:

“(4) Accusvrnarep vcomr.—If the amounts permancntly sct
aside, or to be used exclusively, for the charitable and other purposes
described in subsection (@) during the taxable year or any prior tar-
able year and not actually paid out by the end of the taxable year—

“(A) are unreasonable in amount or duration in order to
carry out such purposes of the trust; or
“(B) are used to a substantial degree for purposes other than
those described in subsection (a): or
“(O) are invested in such a manner as to jeopardize the inter-
ests of the religious, charitable, scientific, elc., beneficiaries,
the amount otherwise allowable under subsection (a) as a deduction
shall be limited to the amount actually paid out during the taxable
year and shall not exceed 15 per centum of the net income of the
trust (computed without the benefit of subsection (a)).”
And the Senate agree to the sane,

Amendment numbered 162:

That the House recede from its disagreement to the amendment of
the Senate numbered 162, and agree to the same with the following
“amendments: -

On page 89, line 7, of the Senate engrossed amendments strike out
“section’” and insert the following: secitons

On page 99, line 18, of the Senate engrossed amendments strike out
“other than’ and insert the following: 7n excess of

On page 90, line 24, of the Senate engrossed amendments strike
out “other’” the second time it appears and insert the following: more

On page 91, line 2, of the Senate engrossed amendments strilie out
“other” the sccond time it appears and insert the following: less

On page 93 of the Senale engrossed amendments strike out the
quotation marks in line 20, and after line 20 insert the following:

“Sec. 3814. DENIAL OF EXEMPTION UNDER SECTION 101 (6) IN THE
CASE OF CERTAIN ORGANIZATIONS ACCUMULATING
INCOME.

“In the case of any organization described n section 101 (6) to which
section 3813 s applicable, if the amounts accumulated out of income
during the taxable year or any prior tazable year and not actually paid out
by the end of the taxable year—

“(1) are unreasonable in amount or duration in order to carry
out the charitable, educational, or other purpose or function con-
stituting the basis for such organization’s exemption under seclion
101 (6); or

“(2) are used to a substantial degree for purposes or functions
other than those constituting the basis for such organization’s ex-
emption under section 101 (6); or

“(8) are invested in such a manner as to jeopardize the carrying
out of the charitable, educational, or other purpose or function con-
itozgut(zgz)q the basis for such organization’s exemplion under scction

exemption under section 101 (6) shall be denied for the taxable year.”
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On page 94, line 12, of the Senate engrossed amendments strike
out “section 3813” and insert the following: sections 3813 and 381

On page 95, line 17, of the Senate engrossed amendments after
“section 3813”7 insert the following: and section 8814

On page 95, line 20, of the Senate engrossed amendments strike
out ‘“‘such section’” and insert the following: section 3813

And the Senate agree to the same.

Amendment numbered 190:

That the IHouse recede from its disagreement to the amendment of
the Senate numbered 190, and agree to the same with an amendment
as follows:

On page 111, line 4, of the Senate engrossed amendments strike out
“608” and insert the following: 610

And the Scnate agree to the sane,

Amendment numbered 191:

That the Scenate recede from its disagreement to the amendment of
the House (made by H. Res. 842) to the amendment of the Senate
numbered 191, and agree to the same with an amendment as follows:

In licu of the matter proposed to be inserted by the IHouse amend-
ment insert the following:

TITLE VII—-EXCESS PROFITS TAX

SEC., 701. EXCESS PROFITS TAX.

(¢) The IHouse Committee on Ways and Means and the Senate Com-
mittce on Iinance are hercby directed to report to the respective Houses of
Congress a bill for raising revenue by the levying, colléction, and payment
of corporate excess profits taxes with retroactive effect to October 1, or July
1, 19560, said bill to originate as required by article I, section 7, of the
Constitution.  Said bill shall be reported as early as practicable during
the ISighty-first Congress after November 16, 1960, if the Congress s in
sesston in 1950 after such date; and 1f the Clongrcss s not an session in
1950 after November 15, 1950, said bill shall be reported dureng the first
session of the IYighty-second Congress, and as early as practicable during
savd session.

&) The Joint Commaittee on Internal Revenue Taxation, or any duly
authorized subcommiltee thereof, is hereby authorized and directed to
make a full and complete study of the problems involved in the taration
of excess profits accruing to corporations as the result of the national
defense program in which the United States 1s now engaged. The joint
commilice shall report the resulls of its study to the [Touse Committee
on Ways and Aleans and the Senate Commatlee on I'inance as soon as
practicable,

And the House agree to the same,

Amendment numbered 192;

That the House recede from its disagreement to the amendment
of the Senate numbered 192, and agree to the same with an amend-
ment as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
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That the House recede from its disagreement to the amendment
of the Senate to the title of the bill and agree to the same.

R. L. Doucnron,
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Daniun A, Rigb,

Roy O. WooDRUFF,

Tiomas A. JENKINS,
Managers on the Part of the IHouse.

Warrer IF. Grorgg,

Tom CoNNALLY,

Harry F. Byrp,

E. D. MiLuixin,

Huau BurLer,
Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagrecing votes of the two Houses on the amendments of the Senate
to the bill (H. R. 8920) to reduce excise taxes, and for other purposes,
submit the following statement in explanation of the effect of the action
agreed upon by the conferees and recommended in the accompanying
conference report:

Amendments Nos. 1 to 37, inclusive: These amendments strike out
all of the provisions of title I of the House bill, which dealt with excise
taxes. However, those provisions of the House bill which increase
the revenue derived from excise taxes are shifted to title VI of the
bill by Senate amendments Nos. 183, 184, 185, 186, and 188. The
House recedes from its disagreement to each of the amendments Nos.
1 to 37, inclusive, other than amendments Nos. 14 and 31. In the
case of amendment No. 14, which strikes out scction 133 of the House
bill (relating to the attaching of stamps in foreign countries to certain
tobacco produets), the House recedes with an amendment adding to
title VI of the bill a new section 608 which is substantially identical
to section 133 stricken from the House bill. In the case of amend-
ment No. 31, which strikes out section 162 of the House bill (relating
to credits and refunds of manufacturers’ excise tax in the casc of articles
sold for use of aireraft engaged in foreign trade), the House recedes
with an amendment adding to title VI of the bill a new scction 609
which is identical to section 162 stricken from the House bill.  'The
conferces recognize that there are inequities in our excise tax system
and believe that the subiect should have continuing consideration.

Amendment No. 38: This is the first of a series of amendments add-
ing a new title I to the bill providing for increases in income-tax rates.
This amendment adds sections 101 to 104, inclusive, to the bill which
(together with section 131, added to the bill by Senate amendment
No. 50) result in an increase in the individual income tax for all taxable
years ending after September 30, 1950, This is accomplished as
follows: For taxable years beginning after September 30, 1950, the per-
centage reductions of the tentative tax provided by the Revenue Act of
1945 and by the Revenue Act of 1948 are entirely eliminated. For the
calendar year 1950 the percentage reductions are cut by approxi-
mately 25 percent. In the case of individuals who have fiscal years
beginning prior to October 1, 1950, and ending subsequent to that
date, proportionate cuts in the reductions are made by computing a
portion of the tax on the basis of existing tax rates and the other
portion of the tax on the basis of the tax rates applicable to taxable
years beginning after September 30, 1950. The House recedes with
an amendment clarifying the effective date provision contained in the
Senate amendment.

Amendment No. 39: This amendment adds to the House bill the
heading “Part II—Corporation Income Taxes” and subscetions (a)
and (bggof a new section 121, relating to increase in rate of corporation
income taxes, This amendment and Senate amendment No. 40

21
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define normal tax net income and surtax neb income, and eliminate
the ‘so-called notch provisions, in substantially the same manner as
provided in section 218 of the House bill.  Under amendment No. 39
a normal tax of 25 percent is imposed on corporations for taxable
years beginning after June 30, 1950, and a normal tax of 23 percent is
imposed on corporations for the calendar year 1950.  Special provision
is made by Senate amendment No. 50 for taxable years (other than the
calendar year 1950) which begin before July 1, 1950, and end after
June 30, 1950.  The House recedes with an amendment which males
a clerical amendment to section 14 of the Internal Revenue Code.

Amendment No. 40: In addition to defining corporation surtax neb
income, this amendment provides for a surtax of 20 percent on cor-
poration surlax net income for taxable years beginning after June 30,
1950, and a surtax of 19 percent for the calendar year 1950. Special
provision is made by Senate amendment No. 50 for taxable years
(other than the calendar year 1950) which begin before July 1, 1950,
and end after June 30, 1950, Senate amendment No. 40 (together
with Senate amendment No. 48, which adds a new section 26 (j) to
the Internal Revenue Code) also allows a credit in the case of a taxable
vear which is the calendar year 1950 for a certain percentage of
partially tax-exempt interest received by a corporation. The House
recedes with amendments which provide that, in lieu of such credit,
the surtax for the ealendar year 1950 shall be reduced by one percent
of the lower of the corporation’s credit under section 26 (a) or the
rmount by which the corporation’s surtax net income exceeds $25,000.
The eredit under secetion 26 (a) is, in cffect, the amount of the partially
tax-exempt interest adjusted as provided in the Internal Revenue
Code.

Amendment No. 41: This amendment makes certain amendments
in section 207 (1) of the Internal Revenue Code to reflect the new
corporate tax rates provided in Senate amendments Nos. 39 and 40.
The House recedes with a technieal amendment,

Amendment No. 42; This amendment relates to the normal tax and
surtax on regulated investiment companies, and amends section
362 (b) of the Internal Revenue Code to refleet the new corporate
tax rates provided in Senate amendments Nos., 39 and 40. The
Iouse recedes. ‘

Amendment No. 43: This amendment relates to the computation
and payment of tax on consolidated returns, Tt provides that the
2 pereent additional surtax provided by section 141 (¢) of the Internal
Revenue Code shall not apply to the portion of the consolidated corpo-
ration surtax net income attributable to Western [Hemisphere trade
corporations in the afliliated group, The Tlouse recedes.

Amendment No. 44: This amendment makes certain  technical
amendments.  The Touse recedes with further technical amendments.

Amendment No. 45: This amendment makes certain amendments to
scetion 26 (h) of the Internal Revenue Code, relating to eredits allowed
corporations with respeet to dividends received., The House rvecedes
with two amendments eliminating the limitations on the eredit allowed
in seetion 26 (b) (2) (A) and (B) in respect of dividends received on
the preferred stock of certain public utilities, and with a further
amendment providing that the provisions of amendment No, 45 with
respect to dividends in kind shall apply to such dividends received
after August 31, 1950, instead of after the date of the enactment of
the Revenue Act of 1950,
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Amendment No. 46: This amendment, relating to amount of credit
for dividends paid on certain preferred stock, corresponds to section
218 (c) of the House bill with the neccessary changes to reflect the
different tax rates provided by the Senate amendments. The House
recedes.

Amendment No. 47: This amendment csrresponds to section 218
(d) of the Eouse bill. It amends section 26 of the Internal Revenue
Code by adding a new subsection (i) which provides a credit for
Western Hemisphere trade corporations applicable in computing both
normal tax net income and surtex net income. The House recedes.

Amendment No. 48: This amendment provides corporations a
special surtax credit for the calendar year 1950 in respect of partially
tax-exempt interest. This amendment is no longer necessary in view
of the amendment to Senate amendment No. 40 and is climinated.
The Senate recedes.

Amendment No. 49: This amendment provides the effective dates
for the increases in the corporate rates. The House recedes with a
clarifying amendment. -

Amendment No. 50: This amendment provides for the computation
of the individual income tax in the case of a taxable year (other than
the calendar year 1950) which begins prior to October 1, 1950, and
ends after September 30, 1950, and for the computation of the cor-
poration income tax in the case of a taxable year (other than the cal-
endar year 1950) which begins before July 1, 1950, and ends after June
30, 1950. The House recedes with technical amendments.

Amendment No. 51: Effective with respect to wages paid on or
after October 1, 1950, this amendment changes the percentage rate
of withholding of tax from 15 to 18 pcrcent and provides new wage
bracket withholding tables to reflect the increased tax rates. The
House recedes. .

Amendment No. 52: This is a clerical amendment which changes
the heading of title IT of the bill. The House recedes.

Amendment No. 53: This amendment strikes out section 201 of
the House bill providing that where proceeds of insurance are paid
in installments the interest element in each installment be subjected
to income tax. 'The House recedes.

Amendment No. 54: This amendment extends for one year the
application of sections 22 (b) (9) and (10) of the Internal Revenue
Code, which permit a corporation to exclude from income certain
amounts attributable to discharge of indebtedness. The IHouse
recedes.

Amendment No. 55: T'his amendment (together with Senate amend-
ments Nos. 56 and 57) grants an exclusion from gross income in the
case ol compensation received prior to January 1, 1952, for service as
a member of the armed forces of the United States based on the time
spent in a combat zone in the taxable year in which the compensation
was received. In the case of an enlisted man, the exclusion would
be the same portion of his total compensation for service for the tax-
able year as the number of months during any part of which he served
in a combat zone in the taxable year is of the total number of months
he served anywhere in the taxable year. In the case of an oflicer, the
exclusion would be $200 times the number of months during any part
of which he served in a combat zone during the taxable year. :

The House recedes with an amendment which will base the exclu-
sion on service prior to January 1, 1952, in a combat zone. In the
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case of an enlisted man, the exclusion will be the compensation re
ceived during the taxable year for service for any month during any
part of which he served in a combat zone. In the case of an officer,
the exelusion will be the first $200 of the compensation received for
service for any month during any part of which he served in a combat
zone, and the balance of such compensation received in any taxable
year will not be excluded, The fact that the compensation is re-
ceived outside a combat zone or in a different year (including years
after 1951) from that in which such service 1s performed will be
immaterial.

Amendment No. 56: This amendment would exempt from the
requirement of withholding wages paid on or after the first day of
the second month which begins after the date of -enactment of the
act for active service as & member of the armed forces of the United
States for a month during any part of which such member served in
a combat zone. The House recedes with an amendment to provide
that no withholding of tax will be made on wages paid on or after
November 1, 1950, for service performed prior to 1952 in a combat
zone,

Amendment No. 57: This amendment relates to the income tax
withholding statement furnished members of the armed services.
The House recedes with an amendment which requires the statement
to show (1) the amount of taxable compensation paid during the
calendar year, and (2) the amount of tax withheld during such year.
The amendment requires the statement to be furnished if any tax
was withheld during the taxable year or if (even though no tax was
withheld) any taxable compensation was paid during the calendar
rear,

’ Amendment No. 58: This is a clerical amendment. The House
recedes.,

Amendment No. 59: This amendment provides that the provisions
of the bill relating to treatment of bond premium in case of dealors in
tax-exempt securities shall be applicable to taxable years ending after
June 30, 1950, but in the case of a taxable year beginning before and
ending alter such date such provisions are to apply only with respect
to obligations acquired after such date. Under the House bill such
provisions would have applied to taxable years be inning aftor 1949,
The House recedes.

Amendment No. 60: This amendment strikes out section 203 of the
House bill; relating to credits allowed corporations with respect to
dividends received in property other than money. The provisions of
this scetion, with a change in the offective date, are incorporated in
section 122 as added to the bill by Senate amendment No. 45, The
House recedes,

Amendment No, 61: This amendment adds to seetion 23 of the
Internal Revenue Code a new subsection (bb) providing, effective
with respect to taxable yvears beginning after December 31, 1945, for
the deduction by u publisher from gross income of expenditures (with
certain exceptions) to establish, maintain, or increase the circulation
of a newspaper, magazine, or other periodical, but allows the publisher
to elect to capitalize, instead ol deducting, that portion of such
expenditures which is chargeable to capital nccount under regulations
prescribed by the Secretary.  Such clection to capitalize is binding
for the taxable year for which made and such treatment must be
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adhered to with respect to similar expenditures made in all subse-
quent years unless the Sceretary permits a change. This Scnate
amendment also makes a conforming change in section 113 (b) (1) (A)
of the Internal Revenue Code. The House recedes with a clarifying
amendment as to the expenditures which are to be excepted from the
rule of the new subsection and with a further amendment providing
for certain limitations on the retroactive application of the provision
in the case of any taxable year beginning after December 31, 1945,
and before January 1, 1950.

These retroactive limitations are as follows: (1) The provisions of
the new subsection shall not be applicable with respect to circulation
expenditures for which a deduction was not allowed the taxpayer for
such year, if allowance of a credit or refund with respect to such year
is barred on the date of enactment of the bill by reason of any law or
rule of law; and (2) the clection provided in the new subsection shall
not (despite the last sentence of such provision) be permitted with
respect to any circulation expenditure for which a deduction was
claimed by the taxpayer under his latest treatment (prior to the date
of enactment of the bill) of such expenditure in connection with his
tax liability for such year. The first limitation has the effect of
preventing its application to expenditures which have been capitalized
for any taxable year beginning after December 31, 1945, and before
January 1, 1950, where the allowance of credit or refund for such year
attributable to such deduction would be barred on the date of enact-
ment of the bill.  Accordingly, such capitalization will continue to
be reflected in basis. However, where the allowance of a credit or
refund for such taxable year is not barred on the date of enactment
of the bill, such expenditures by such a taxpayer may not be capi-
talized (unless he so elects) and he may obtain a refund by claiming
a deduction for such expenditures in lieu of their previous capitaliza-
tion, The second limitation prevents a taxpayer who, for any tax-
able year beginning aflter December 31, 1945, and before January 1,
1950, claimed a deduction from gross income for a cieulation expendi-
ture from subsequently electing under section 23 (bb) of the code, to
capitalize such expenditures for such a year in licu of the deduction.
Whether a deduction is to be considered claimed by such a taxpayer,
for the purposes of this limitation, depends on his latest treatment
(for example, in a return, claim for refund, or petition or amended
petition to the Tax Court), prior.to the enactment of the bill, of such
expenditure in connection with his tax liability for such year.

Amendment No. 62: This amendment adds to the bill section 205,
relating to payment of income tax by installment payments. This
section is identical to seetion 603 of the House bill which is stricken
by Senate amendment No. 182, The Ifouse recedes with an amend-
ment adding a provision contained in the IHouse hill to extend for one
month the date for filing the return of (and for paying the tax imposed
upon) an estate or trust.

Amendment No. 63: This amendment restores, with respect to
certain corporate distributions made pursuant to a plan of liquidation
adopted after December 81, 1950, and effected during any one calendar
month in 1951, the provisions of sections 112 (b) (7) and 113 (a) (18) of
the Internal Revenue Code (relating to election as to recognition
of gain in certain corporate liquidations and relating to the basis of
property received in such liquidations). The House recedes.
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Amendment No. 64: This amendment provides for the nonrecogni-
tion of «ain in certain cases where, pursuant to a plan of reorganization,
a shareholder of a corporation which is a party to the reorganization
reccives stoek (other than preferred stock) in another corporation, a
party to the reorganization, without the surrender by such share-
holder of stock. The Senate recedes,

Amendment No. 65: The Tlouse bill (1) increased the percentage
depletion allowance for coal, (2) allowed percentage depletion for the
first time for certain minerals, and (3) provided that the gross income
from mining upon which pereentage depletion allowances are based
should in no case include transportation beyond the property. 'The
Scnate amendment (1) strikes out these provisions of the House bill,
(2) provides, effective with respect to taxable years beginning after
December 31, 1949, that gross income from mining shall include
transportation from the point of extraction from the ground to the
plants or mills in which the ordinary treatment processes are applied
thereto, and (3) amends, effective with respect to taxable years
beginning after December 31, 1946, the definition of “ordinary treat-
ment processes’ with respect to bentonite.

The House recedes with an amendment which eliminates these
provisions of the Senate amendment relating to bentonite and limits
the transportation permitted by the Senate amendment to be included
as eross income from mining to so much of such transportation as does
not exceed 50 miles unless the Secretary finds conditions to be such
that the mineral must be transported to a greater distance to the
plant or mill in which the ordinary treatment processes are applied.

Amendment No. 66: This amendment sirikes out section 205
of the House bill which provided for the taxation as dividends to the
stockholder of distributions made out of corporate carnings and profits
accumulated prior to March 1, 1913, or out of appreciation in the
value of property which acerued before that date. The House recedes.

Amendment No. 67: This amendment strikes out section 206 of the
House bill relating to the treatnient for income-tax purposes of dis-
tributions to domestic corporations in liquidation of certain foreign
subsidiaries.  The House recedes.

Amendment No, 68: This is a clerical amendment.  The House
recedes with an amendment making a change in section number,

Amendment No. 69: This is a technical amendment conforming to
Senate amendment No. 66. The House recedes.

Amendment No. 70: This is a elerical amendment. The House
recedes.

Amendment No. 71: Section 115 (g) of the Internal Revenue Code
provides for the treatment as taxable dividends of amounts dis-
tributed by a corporation in cancellation or redemption of its stock
if the cancellation or redemption and the related distribution are
effected so us to be ussonl-iﬂhy equivalent to the distribution of a
taxable dividend. Scction 207 of the House bill amended section
115 (2) to cover the situation where shares in a parent corporation
are purchased by its subsidiaries or where shares of one corporation
are acquired by another corporation and both corporations are con-
trolled directly or indirectly by the same interests. The Senate
amendment limits the application of the bill to purchases by a sub-
sidiary. The House recedes.
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Amendment No. 72: Section 207 of the HMouse hill (relating to
trentment of certain redemptions of stock as dividends) applied only
with respect to amounts received after December 31, 1949, The
Senate amendment provided a later eflective date. The House
recedes with an amendment making such provisions applicable to
amounts received after August 31, 1950.

Amendment No. 73: This is a clerical amendment. The House
recedes with an amendment making a change in section number.,

Amendment No. 74: Under the House bill certain distributions in
redemption of stock included in a decedent’s gross estate were exeepted
from the application of section 115 (g) of the Internal Revenue Code
if made within the period of limitations provided in section 874 (a).
The Senate amendment provided that the period within which dis-
tributions might be made tax-free should include the period of any
suspension under section 875, where applicable. The House recedes
with an amendment permitting the distribution to be tax-free if made
within the period provided in seclion 874 (a) or within 90 days after
the expiration of such period, but specifically excluding any suspension
under section 875. Thus, under the conference amendment, no
suspension of the 3-year period of limitations provided for by section
874 (a) will operate to extend the time within which such distributions
must be made.

Amendment No. 75: Under the House bill distributions in redemp-
tion of stock included in a decedent’s gross estate would be relieved
from the application of section 115 (g) of the Internal Revenue Code
only if the value of such stock comprised more than 70 percent of the
value of the decedent’s net estate.  The Stnate amendment eliminated
this limitation. 'The House recedes with an amendment restoring the
provisions of the House bill, but providing that the value of the stock
of the corporation must comprise more than 50 percent of the value of
the net estate. The percentage relationship is computed by taking,
as the numerator, the value of the stock included in determining the
value of the decedent’s gross estate, and by taking, as the denomina-
tor, the value of the decedent’s net estate.

Amendment No. 76: This is a clerical amendment. The IHouse
recedes with an amendment making a change in section number.

Amendments Nos. 77 and 78: The bill as passed by the House
amended section 117 (a) (1) of the Internal Revenue Code so as to
exclude copyrights, patents, inventions, designs, and literary, musical,
or artistic compositions, and similar property from the definition of
“capital assets” when held by certain taxpayers. Amendments Nos.
77 and 78 remove patents, inventions and designs from this exclusion,
The House recedes.

Amendment No. 79: This amendment eliminates the amendment
made by the House bill to section 117 (j) of the Internal Revenue Code
which, in general, would have treated gain and loss from the sale or
exchange of property used in a trade or husiness as gain and loss from
the sale or exchange of capital assets.  The House recedes.

Amendment No. 80: This is a conforming amendment to amend-
ment No. 83. The House recedes.

Amendment No, 81: This is a conforming amendment to amend-
ment No, 79, The House recedes.

Amendment No. 82: This amendment excludes copyrights and
literary, musical, or artistic compositions, and similar property in the
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hands of certain taxpayers from, and includes certain cattle used for
breeding or dairy purposes in, the definition of “property used in a
trade or business” which is entitled to the benefits of section 117 (3)
of the Internal Revenue Code.  The IHouse recedes with an amend-
ment which eliminates that part of the Senate amendment dealing
with eattle.  While it may be necessary for Congress to legislate with
respeet to the tax treatment of sales of livestock, the conferces agreed
that eattle alone should not be dealt with to the exclusion of other
livestock, the treatment of which wuas not in conference, and that the
subject matter is deserving of further study. It is the hope of the
conlerees that, pending such study and further legislation, the Treas-
ury will follow the decision of the Kighth Circuit Court in the Albright
case (173 Ied. (2) 339). ‘ -

Amendment No. 83: This amendment eliminates the provisions of
the House bill which would change the holding period used for deter-
mining whether a capital gain or loss is long-term or short-term from
6 to 3 months. The House recedes with conforming amendiments.

Amendment No. 84: This is a conforming amendment to amend-
ments Nos, 77 and 78. The House recedes.

Amendment No. 85: This is a clerical amendment. The House
recedes,

Amendment No. 86: This is a conforming amendment to amend-
ment No. 83, The House recedes with a clarifying amendment.

Amendment No. 87: This amendment provides for the effective
date of that part of amendment No. 82 which would include certain
cattle in the definition of “property used in a trade or business’’ which
is entitled to the benefits ol seetion 117 (j) of the Internal Revenue
Code. In view of the action on that part of amendment No. 82, the
Scenate recedes,

Amendments Nos. 88, 89, 90, 91, 92, and 93: These amendments are
clerieal.  The House recedes with amendments making the necessary
changes in section numbers and cross-references.

Amendments Nos, 94, 95, and 96: These amendments make tech-
nical and clavifving changes in the section dealing with collapsible
corporations. T'he House recedes.

Amendment No. 97: This amendment extends the application of
section 117 (m), added to the Internal Revenue Code by this bili, to
a shareholder who, at any time after the commencement of the manu-
facture, construction, or production of property by a collapsible cor-
poration, owned stock which was considered as owned at such time
by another sharcholder who then owned (or was considered as own-
ing) more than 10 pereent in value of the outstanding stock of the
corporation.  T'he House recedes.

Amendment No. 98: This is a clerical amendment. The House
recedoes,

Amendment No, 99: This amendment, effective for taxable years
beginning after December 31, 1950, adds a section to the bill which
provides that amounts received by an assignor for the assignment of
certain oil, gas, and mineral rights, where such rights terminate upon
the receipt by the assignee of a fixed or determinable amount of oil,
gas, or minoral, shall be treated as amounts received from the sale
or exchange of capital assets,  The Senate recedes.

Amendments Nos, 100, 101, 102, 103, 104, and 105: These amend-
ments are clerical. The House recedes with amendments making
the necessary changes in section numbers,
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Amendment No. 106: This amendment inserts in the Internal Rev-
enue Code a new section 124A, applicable with respect to taxable years
ending after December 31, 1949, providing for the amortization over a
period of 60 manths of emergency facilities constructed or acquired
after December 31, 1949, and certified as necessary in the interest of
national defense during the present emergency period. The determi-
nation of that part of an investment in a facility which is attributable to
defense purposes will be made under such standards and procedures as
may be included in regulations prescribed by the certifying authority
with the approval of the President. The amortization deduction
may be taken at the clection of the taxpayer, in lieu of deprecia-
tion, and may be discontinued (and depreciation resumed) before the
expiration of the 60-month period. The provision is similar to scc-
tion 124 of the code which authorized the amortization of emergency
facilities during World War TI. This amendment also makes a tech-
nical change in scction 23 (t) of the code to conform it to the new
section 124A, The House recedes with amendments, one of which
adds to section 117 (g) of the code a new paragraph (3) providing
that gain from the sale or exchange of property, to the extent that
the adjusted basis of such property is less than its adjusted basis
determined without regard to section 124A, shall be considered as
ordinary income. For example, on December 31, 1950, a taxpayer
making his income-tax returns on the calendar-year basis acquires at a
cost of $10,000 an emergency facility (used in his business) which nor-
mally would have a useful life of 20 years. Under section 124A he
elects to begin the 60-month amortization period on January 1, 1951,
He takes amortization deductions in the amount of $4,000 for the years
1951 and 1952 (24 months). On Decembér 31, 1952, he sells the
facility for $9,500. The adjusted basis of the facility on that date
is $6,000 ($10,000 cost less $4,000 amortization). Without regard to
section 124A, the facility would have been depreciated at the rate
of 8500 a year, and its adjusted basis on December 31, 1952, would
have been $9,000 ($10,000 cost less $1,000 depreciation). The
difference between the facility’s actual adjusted basis ($6,000), and
its adjusted basis determined without regard to section 124 A ($9,000)
is $3,000. Accordingly, under the House amendment, of the $3,500
gain on the sale of the facility ($9,500 sale price less $6,000 adjusted
basis), $3,000 would be treated as ordinary income and $500 as long-
term capital gain.

If the taxpayer acquired other property, in a tax-free exchange, for
an emergency facility with respect to which the amortization dedue-
tion was allowed, the basis of such other property would be deter-
mined with regard to section 124A of the Internal Revenue Code, and
therefore the provisions of seetion 117 (g) (3) of such code would apply
with respeet to gain realized on a sale or exchange of such other prop-
erty. The provisions of section 117 (g) (3) likewise apply with
respect to gain realized upon the sale or exchange of an emergency
facility (or other property, as deseribed in the preceding sentence) by a
taxpayer in whose hands the basis of such facility (or other property)
is determined by reference to the basie thereof in the hands of another
person who was allowed deductions with respect to such facility under
section 124A.

Amendment No. 107: This amendment is clerical. The House
recedes with an amendment making a change in section number.
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Amendment. No. 108: This amendment adds a new section 130A
to the Tntornal Revenue Code to provide special income tax treat-
ment of income in respeet of “restricted stock options” in cases where
the optlion price is at least 85 percent of the fair market value of the
stock subject to the option. The house recedes with amendments
providing ordinary incomoe treatment, at disposition of the stock in
certain cases, to the amount of the “spread”, at the time the option
was granted.  The amendments revise subsection (a) of section 130A
and insert a new subscction (b).

New subsection (b) provides a special rule applicable where the
option price in respeet of a restricted stock option is, at the time the
option is granted, between 85 and 95 percent of the fair market value
of the stock. This rule provides that if no disposition of a share of
stock, acquived by an individual upon his exercise after 1949 of a
restricted stock option, is made by him within 2 vears from the date
of the granting of the option, nor within 6 months after the transfer
of such share to him, but, at the time the restricted stock option was
granted, the option price was less than 95 percent of the [air market
velue at such time of such share, then, in the event of any disposition
of such share by him, there shall be included as compensation (and
not as gain upon the sale or exchange of a capital asset) in his gross
income, for the taxable year during which the date of such disposition
falls, an amount equal to the amount, if any, by which the option
price is exceeded by the lesser of (1) the fair market value of the share
at the time of such disposition or (2) the fair market value of the share
at the time the option was sranted. Death of the individual, at any
time (including death within the 2-year period or within the 6-
month period) while he owns the share of stock, has the same cffect
for the purposcs of subsection (b) as a disposition of such share by
him during the taxable year closing with his death. Subsection (b)
also provides that, in case of a disposition of such a share of stock
by the individual, the basis of the share in his hands as of the time of
such digposition shall be increased by an amount equal to the amount
includible as compensation in his gross income. The rule of subsec-
tion (a) regarding denial of deduction under section 23 (a) to the
cmployer corporation or its parent or subsidiary also applies to any
amounts treated as ordinary income under subsection (b).

In order to make it clear that the special treatment provided in sub-
section (a) and new subscction (b), when applicable, applies sepa-
rately to each share of stock, subsection (a) of section 130A has heen
rephrased Lo refer to “a share of stock’, instead of to “stock.” Ifor-
mer subsections (b), (¢), and (d) have been redesignated (¢), (d), and
(e), respectively.

The operation of new subsection (b) may be illustrated by the
following examples:

(1) Cu January 1, 1951, X, an employee of M corporation, receives
a restrieted stock option to purchase a share of stock of M corporation
for $85. The fair market value on that date is $100, On January 1,
1053, X exercises the option, the fair market value of the share on that
date being $125. On January 1, 1954, X seclls the share for $150.
The difference between the fair market value at the date the option
was granted and the option price was $15. Therefore, $15 is included
as ordinary income in X'’s gross income for 1954, This $15 in-
creases the $85 cost basis of the share to X, thus giving him a basis
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for determining gain or lous on the sale of the share of stock of $100.
Having sold the share for $150, X has a gain on the sale of $50, of
which $25 is taken into account as long-term capital gain.

(2) If the fair market value of the share in example (1) above at the
time of the sale had been only $75, and if X had sold it for $75, no
amount in respect of the sale would be includible as compensation in
X’s gross income for 1954. In such case, X'’s basis for determining
gain or loss on the sale would remain $85. ITaving sold the share for
$75, X would have a loss on the sale of $10, of which $5 would be taken
into account as a long-term capital loss.

(3) If, in example (1) above, instead of selling the share on January
1, 1954, X had made a gift of the share on that day, the $15 would
be included as compensation in X'’s gross income for 1954, Similarly,
X’s basis in respect of the share is increased to $100, which would
become the donee’s basis, as of the time of the gift, for determining
gain or loss on the share of stoclk.

(4) If, in example (2) above, instead of selling the share on January
1, 1954, X had made a gift of the sharc on that date, no amount in
respect of the transaction would be includible as compensation in
X’s gross income for 1954, X'’s basis would remain $85, which also
would become the donee’s basis, as of the time of the gift, for the
purpose of determining gain on the sharo of stock. The donce’s basis
for the purpose of determining loss would be determined under section
113 (a) (2), and would be $75.

(5) If, in example (1) above, after acqiring the stock on January 1,
19563, X died during the year 1953, at a time when the share had a fair
market value of $150, the $15 spread which existed at the time the
option was granted would be included as compensation in X’s gross
income for the taxable year closing with his death. This is the rule
whether X's death occurred during or after a 6-month period running
from the date the share was acquired. The basis of the share in the
estate of X for the purposes of determining gain or loss would be
determined under section 113 (a) (6), and wonld be $150.

Amendment No. 109: This amendment relates to the time of pay-
ment of tax withheld at source from nonresident aliens and corre-
sponds, except for a minor change, to section 601 (d) of the House
bill. The House recedes with an amendment making a change in
section number.

Amendment No. 110: This amendment adds to the Internal Reve-
nue Code certain rules applicable to the treatment of family partner-
ships for income-tax purposes, retroactive to taxable years beginning
after 1938. The Senate recedes. .

Amendment No. 111: This is a clerical amendment. The House
recedes with an amendment making a change in section number.

Amendment No. 112: This is a clerical amendment. The IHouse
recedes,

Amendment No, 113: This amendment changes the effective date
for the taxation of amounts paid for services performed in a possecssion
of the United States by a citizen of the United States as an employee
of the United States or any agency thereof from taxable years begin-
ning after December 31, 1949, to taxable years beginning after Decem-
ber 31, 1950. The House recedes with an amendment which restores
the effective date contained in the House bill.
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Amendment No. 114: This is a clerical amendment. Thoe House
recedes with an amoendment 1neking a change in scection number.

Amendments Nos, 115 and 116: These are clarilying amendments.
The House recedes.

Amendment No. 117; This amendment amends section 3811 of the
Internal Revenue Code to extend to Puerto Rico administrative,
collection, and enforcement provisions considered necessary because
of the changes made by the bill relating to the income-tax treatment
of individuals resident in Puerto Rico.” The House recedes.

Amendment No. 118: This amendment makes technical and con-
forming changes to section 481 (a) (7) of the Internal Revenue Code
and to section 211 (a) (7) of the Social Sccurity Act, each of which
relates to the computation of net carnings from self-employment in
the case of residents of Puerto Rico. These changes are nccessary
because of the changes made by the bill in the tax treatment of resi-
dents of Puerto Rico. The House recedes. i

Ar;mndmenb No. 119: This is a clerical amendment. The House
recedes.

Amendment No. 120: This amendment provides that the amend-
ment made by Senate amendment No. 117 shall be effective on the
. date of the enactment of the bill. The House recedes.

Amendment No. 121: This amendment adds to the Internal Rev-
enue Code a new paragraph which, for certain purposes, would allow
a regulated investment company, at its option, to treat certain divi-
dends as having been paid in the taxable year preceding that of their
actual payment. The House recedes with an amendment making a
chango in section number.

Amendment No. 122: This amendment provides that section 502 (f)
of the Internal Revenue Code, relating to use of corporation propert,
by a sharcholder, shall not apply to rents reccived during taxable
years ending after December 31, 1945, and prior to January 1, 1950,
1if such rents were received for the use by the lessee, in the operation
of a bona fide commercial, industrial, or mining enterprise, of property
of tho corporation. The House recedes with an amendment making
a change in section number,

Amendment No. 123: This amendment strikes out section 218
of the House bill, relating to increase in rate of corporation-income
taxes. Theincrease in corporate rates is effected under Senate amend-

ments Nos. 39 and 40.  The House recedes. :
~ Amendments Nos. 124 and 125: These are clerical amendments
which change the headings of part I of title III of the bill, and of
Supplement U of chapter 1 of the Internal Revenue Code, respectively,
to conform to the changes made by Senate amehdment No. 151.  The
House recedes. :

Amendment No. 126: This is a technical amendment to conform the
rate of tax on organizations subject to the Supplement U tax at
corporate rates to the increased corporate tax rate provided in Senate
amendment No. 39. 'The House recedes.

Amendments Nos, 127 and 128: These are clarifying amendments.
They make clear that the word “church’ in the new section 421 (b) (1)
of the Internal Revenue Code as it appeared in the House bill, includes
a convention or associntion of churches as an organization exempt
from the Supplement U tax. The House recedes.
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Amendment No. 129: This is a technical amendment to conform to
Senate amendment No. 151, which eliminates the proposed tax on
accumulated investment income. The House recedes.

Amendment No. 130: This amendment continues the exclusion of
dividends, interest, and annuities from unrelated business net income
for purposes of the Supplement U tax as provided for in the compa-
rable House bill provision and sets forth specifically the royalties
which atre also to be excluded from unrelated business net income.
The House recedes. -

Amendment No. 131: This amendment is a change in paragraph
number. The House recedes. ,

Amendment No. 132: This is a technical amendment. The pro-
vision stricken thereby from the House bill is covered in Senate
amendment No. 135. The House recedes.

Amendments Nos. 133 and 134: These amendments are changes in
paragraph numbers. The House recedes.

Amendment No. 135: This amendment adds a new paragraph,
(5) to the now section 422 (a) of the Internal Revenue Code which
broadens the exclusion from unrelated business net income subject to
the Supplement U tax provided in section 422 (a) (2) in the House
bill for capital gains or losses. T'he House recedes.

Amendment No. 136: This amendment is a change in a paragraph
number. The House recedes.

Amendment No. 137: This amendment extends the House bill
provision which excluded, from unrelated business income subject to
the Supplement U tax, income derived from resecarch for the United
States or any of its agencies. The amendment adds to the code in
lieu of the House provision a section numbered 422 (a) (7) which
excludes all income derived from work performed under a contract
with the United States or any of its agencies or instrumentalities or
with any State or political subdivision thereof. The amendment
also adds a provision, numboered section 422 (a) (8), excluding income
derived by a college, university, or hospital from research performed
for any person.

The House recedes with amendments limiting the exclusion in
gection 422 (a) (7) to income derived from research for the Federal
Government or the States and adding a subparagraph to section 422
(a) (8) providing that, in the case of an organization operated pri-
marily for the purposes of earrying on futidamental research the results
of which are freely available to the general public, income derived
from all research is to be excluded from unrelated business income.

Amendments Nos. 138 and 139: These amendments change para-
graph numbers. ‘The House recedes.

Admendmenb No. 140: This amendment is clerical. The House
recedes. .

Amendment No. 141: This amendment excepts from the definition
of “unrelated trade or business” under new code section 422 (b) as
it aplpea,md in the House bill, any trade or business which consists
of selling merchandise, substantially all of whicli has besn received
by the organization as gifts or contributions. The House recedes.

Amendment No, 142: This is a technical amendment conforming
to Senate amendment No. 159. The House recedes.

Amendment No. 143: This amendment changes the definition in
new code section 423 (a) of the phrase “Supplement U lease” to mean,
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in general, a lease for a term of more than 5 years of real property on
which there is a Supplement U lease indebtedness; whereas, under
the corresponding provision of the House bill, leases of 5 years or
more were covered where such indebtedness existed. The House
recedes.

Amendments Nos. 144 and 145: These are clerical amendments.
The House recedes.

Amendment No. 146: This amendment excepts certain types of
leases from the definition of a “Supplement U lease” as such term is
defined in new code section 423 (a). Rents from such leases will not
he subject to the Supplement U tax. The excepted types of leases
are those entered into primarily for purposes which are substantially
related to tho lessor organization’s exempt purposes; leases of premises
in a building primarily designed for occupancy by the lessor organ-
ization; certain long-term leases of portions of the premises where
both the rents derived from such leases are less than certain percent-
ages of the total rents derived from the entire premises and the area
covered under such long-term leases represents less than certain per-
centages of the total arca covered by leases on the entire premises.
The House recedes with a technical amendment conforming to Senate
amendment No. 143 and with an amendment requiring that the
huilding primarily designed for occupancy by the organization also
be occupied by the organization if a lease of premises in such a
})uilding is to be excopted from the definition of a Supplement U
ease.

Amendment No. 147: This is a technical amendment conforming
to Senate amendment, No. 143. 'The House recedes.

Amendment No. 148: This amendment clarifies the manner in
which a “Supplement U leasé indebtedness” may be incurred. The
House recedes. .

Amendment No. 149: This amendment provides that where real
property was acquired by gift, bequest, or devise prior to July 1, 1950,
subject to a mortgage or subject to a lease requiring improvements,
the mortgage indebtedness or indebtedness incurred in so improving
the property shall not be considered as Supplement U indebtedness.
A similar result is also provided under certain circumstances where an
organization described in section 101 (1), (6) or (7) acquires all the
stock of a corporation deseribed in section 101 (14). The House
reccdes with a clarifying amendment,

Amendment No. 150: This is a clerical amendment. The House
recedes,

Amendment No, 151: This amendment strikes out provisions of the
House bill which would have added sections 424 and 425 to the
Internal Revenue Code, which would have subjected to the Supple-
ment U tax certain accumulated investment income of trusts and
certain other organizations exempt under section 101 (6) of the code.
The House recedes,

Amondment No. 152: This amendment is a change in scction
number. ‘The House recedes. ~

Amendment No, 153: This amendment strikes out section 301 (c) of
the House bill which set up specific standards under which certain
organizations exempt under section 101 (6) of the Internal Revenuo
Code must operate in order to retain their exempt status. IHowover,
the provisions of this section, with modifications, are incorporated in
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new codo section 3813 as added by Senate amendment No, 162. The
House recedes.

Amendments Nos., 154, 155, and 156: These amendments are
clerical and technical conforming changes. Tho House recedes.

Amendment No. 157: This amendment adds section 302 to the bill,
for which there was no corresponding section in the bill as it was passed
by the ITouse. Section 302 deals with possible tax liability for taxable
years boeginning prior to 1951 of certain organizations which for such
years were carrying on a trade or business the profits of which were
dedicated exclusively to exempt purposes; such section also deals with
deductibility of contributions made prior to 1951 to such organizations.

Tho House recedes with an amendment which revises section 302
of the bill. As amended, section 302 (a) provides that for taxable
years beginning prior to 1951, no organization shall be denied exemp-
tion under section 101 (1), (6), or (7) of the code on the ground that
it is carrying on a trade or business for profit, if the income from this
source would not be taxable under Supplement U as amended by this
bill, or if such trade or business is the rental by such organization of
its real property (including personal property leased thercwith).

Subsection (b) of section 302 provides that the statute of limitations
against assessment of income tax shall begin to run, for any taxable
year prior to 1951, with the filing of an information return (Form 990)
in the case of an organization which would be exempt under section
101 of the codo were it not carrying on a trade or business for profit.
If under section 54 (f) of tho code such organization was not required
to file an information return, assessment 18 barred 3 yecars after the
dato such return would have been due if such organization had been
required to file such return, However, the provisions of this subsce-
tion are not to apply to a taxable year with respect to which, prior to
September 20, 1950, any amount of tax was assessed or paid, or a
notice of deficiency un(Ksr section 272 of the code was sent to the
organization.

Subsection (c) of section 302 provides that a gift or bequest for
charitable, etc., purposes, otherwise allowable as a deduction under
the appropriate income-, estate- or gift-tax provisions of the code,
may not be denied for any taxable year prior to January 1, 1951, if the
denial of exemption to the recipient organization for the time in
which such contribution was made is prevented by section 302,

The conferces were unable to consider the question of taxability for
years prior to 1951 of income derived by a college or university from
the conduct of a trade or business whether carried on directly by th
institution or through a subsidiary, This matter is in litigation anc
was not in conforence. IHowevor, it is the view of the conferces that
undue hardship will arise if such institutions are required to pay taxos
on income which has already been spent to carry out their educational
programs; and the conferees oxpross the hope that this matter may be
reviewed in subsequent legislation, :

Amendment No. 158: This amendment is a change in section num-
ber., The House rocedes,

Amendment No, 159: This amendment eliminates those provisions
of the House bill which would have denied a deduction under section
162 (a) of the Internal Revenue Code with respect to income which
was accumulated, and also the privilege of election which would
have been granted trustees to deduct under section 162 (a) for cer-
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tain distributions made after the close of the taxable year. This
amendment rotains, with modifications, the limitations proposed in
the House bill on the unlimited charitable deduction allowed trusts
under section 162 (a) of the code. These provisions appeared in
scction 102 (g) (2) and (4), as added to the code by section 321 of
the bill as passed by the House. Theso limitations, which now appear
as scction 162 (g) (1) and (2), result in the denial of a deduction under
section 162 (a) of the code for amounts attributable to income derived
fromt business activities of the trust and for amounts in excess of 15
percent of the net income if the trust has engdged in certain prohibited
transactions, directly or indirectly with the creator of, or a substan-
tial donor to, such trust. Section 162 (g) (2) (C) and (D) provide
rules with réspect to the taxable years afgfectod where the deduction
of a trust has been so limited because of engaging in prohibited
transactions. Section 162 (g) (2) (E) provides rules for the disallow-
ance to the donor of a deduction under the appropriate income,
estate, and gift tax provisions of the Internal Revenue Code, for
gifts or bequests in trust where at the time of the gift or bequest
the trust is not allowed the unlimited deduction under section 162
(a) of the code.

Thoe House recedes with clerical amendments and an amendment
which adds paragraph (4) to scction 162 (g), which paragraph provides
that the amount which would otherwise be allowed under section
162 (2) as a deduction for amounts permancntly set aside for chari-
table and related purposes during the taxable year or any prior taxable
fma.r and not actually paid out at the end of the taxable year shall be
imited to such amounts as actually paid out as are not in excess of
15 percent of the net ihcome of the trust, computed without the
benefit of section 102 (a), where the accumulations are (1) unreason-
able either in size or duration, or (2) used to a substantial degree for
other than charitable or related purposes, or (3) invested in such a
manner as to jeopardize the interests of the religious, charitable,
scientific, etc., beneficiaries. The deductions are to be so limited as
provided in this paragraph in the year in which the accumulation
becomes unreasonable or is misused and will continue to be so
limited until such situation is corrected.

Amendment No. 160: This is a technical amendment. The House
recedes.

Amendment No. 161: This is a technical amendment to conform the
effective date of part IT of title III of this bill to additions made
theroin by Senate amendment No. 159. The House recedes.

Amendment No. 162: This amendment strikes part TIT of title ITI of
the bill as it was passed by the House, the provisions of which dis-
allowed certain charitable, etc., deductions for income-, estate-, and
gift-tax purposcs for gifts and bequests to cortain organizations exempt
under section 101 (6) of the Internal Revenue Code where the instru-
ments under which the recipient organizations were operated did not
provido that such organizations might not engago in certain prohibited
acts, -However, the provisions of this part, with certain modifications,
are incorpornted in section 3813 as added to the Internal Rovenue
Code by this amendment,. '

The principal changés made by the Senate amendment are to
broaden tho categorics of organizations not subject to thé provisions
of the section; to omit the roquirement that the mandate against pro-
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hibited transactions be incorporated in the governing instrument of
the organization; to limit the categories of prohibited transactions to
those which are not at arm’s length; to omit the provisions denying
charitable deductions for certain contributions of stock in a family
business; and to provide specific rules regarding the taxable years
affected when an organization engages in a prohibited transaction.

The House recedes with clerical and technical amendments and an
amendment adding after section 3813 of the code a new section 3814.
Section 3814 provides that exemption under section 101 (6) of thae
code shall be denied for the taxable year in the case of an organization
described in section 101 (6) to which section 3813 of the code is ap-
plicable, if the accumulations out of income during the taxable year
or any prior taxable year and not actually paid out by the end of the
taxable year, are either unreasonable in amount or duration in order
to carry out the organization’s exempt purposes; or are used to a sub-
stantial degree for purposes or functions other than such organization’s
exempt purposes; or are invested in such a manner as to jeopardize
the carrying out of the organization’s exempt purposes. In effect,
section 3814 denies exemption to a section 101 (6) organization in the
year in which its accumulation of income becomes unreasonable or is
misused, and such organization will continue to be denied exemption
as long as such situation continues.

Amendment No. 163: This amendment adds to title III of the bill
as it passed the House a new part designated part IV which requires,
for taxable years beginning after December 31, 1949, that certain
organizations exempt under section 101 (6) of the Internal Revenue
Code and trusts taxable under Supplement 1¥ of the code claimin
charitable, etc., deductions under section 162 (a) of the code shal
furnish annually information respecting income, expenses, disburse-
ments, accumulations, and a balance sheet, which information is to
be made available to the public. The House recedes.

Amendments Nos. 164 to 174, inclusive: These amendments restrict
the provisions which would apply a corrected formula in computin
the income taxes of life insurance companies to 1949 and 1950, insteag
of to 1947, 1948, 1949, and 1950, as provided for by the House bill.
The House recedes.

Amendment No. 175: This amendment strikes out section 403 of the
House bill relating to income taxes of insurance companies in receiver-
ship during 1947 or 1948. The House recedes.

Amendments Nos. 176 and 177: Those amendments are clerical.
The House recedes.

Amendment No. 178: This amendment adds to the bill a new sec-
tion which amends section 404 (c) of the Revenue Act of 1942 to
limit the inclusion in the gross estate of a decedent for estate-tax pur-
poses of proceeds of life-insurance policies upon his own life, purchased
in whole or in part with premiums or other consideration paid by him
on or before January 10, 1941, and receivable by persons other than
his executor. The Houso recedes. ‘ .

Amendments Nos. 179 and 180: These amendments strike out title
VI and section 601 of the House bill providing for collection of income
tax at source on dividends. The House recedes. .

Amendment No. 181: This amendment strikes out section 602 of
the House bill, which dealt with the reduction of the rate of interest
on overpayments. The House recedes.
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Amendment No. 182: This amendment strikes out section 603 of
the House hill, relating to payment of income tax by installment
payments. 'Tho provisions of that section are incorporated in Senate
amendment No. 62. The House recedes.

Amendment No. 183: This amendment adds to the bill the head-
ing “Title VI—Excise Taxes” and scction 601 relating to retailers’
excise taxes in the case of sales of jewelry or furs by an auctioncer or
other agent. 'This section is identical to subsection (e) of scction 102
of the House bill, which was stricken by Senate amendment No. 3.
The House recedes. -

Amendment No. 184: This amendment adds to the bill a new sec-
tion 602, relating to retail sales by the United States or by its agencies
or instrumentalitics. This section is identical to section 104 of the
House bill, which was stricken by Senate amendment No. 5. The
House recedes.

Amendment No. 185: This amendment adds to the bill a new sec-
tion 603, relating to excise tax on coin-operated gaming devices.
The amendment made by this section to the Internal Revenue Code
is the same as the amendment made by section 142 (a) of the House
bill, stricken by Scnate amendment No. 17. The House recedes.

Amendment No. 186: This amendment adds to the bill a new
section 604, relating to the payment of occupational taxes by Federal
agencies and instrumentalities. This section is identical to section
144 of the House bill stricken by Senate amendment No. 19. The
House recedes.

Amendment No. 187: This amendment adds to the bill a new
section 605 which extends the 10 percent manufacturers’ excise tax
on radio receiving sets and parts to television receiving sets and parts.
The House recedes.

Amendment No. 188: This amendment adds to the bill a new
section 606 which extends the 10 percent manufacturers’ excise tax
on mechanical refrigerators and air-conditioning units to quick-freeze
units, Section 156 of the House bill (stricken by Senate amendment
No. 24) also provided for taxing quick-freeze units, but at a lower rate.
The House recedes.

Amendment No. 189: This amendment adds to the bill a new
section 607, relating to taxes on transportation. Subsection (a), relat-
ing to the tax on the transportation of persons, imposes the tax on
amounts paid without the United States for the transportation of
persons which begins and ends in the United States, and subsection
(b), relating to the tax on the transportation of property, imposes the
tax on amounts paid without the United States for the transportation of
propfrty from one point in the United States to another. The House
recedes.

Amendment No, 190: This amendment provides an effective date
for the amendments made by the new sections 601, 602, 605, and 606,
The provisions of this section are substantially the same as the cor-
responding provisions of the House bill. The House recedes with a
change in section number. :

Amendment No. 191: Senate amendment No. 191 added a new
section to the bill directing the House Committee on Ways and Means
and the Senate Committee on Finance to report to the respective
Houses a bill for raising revenue by the levying, collection, and pay-
ment of corporate excess profits taxes with retroactive effect to
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October 1 or July 1, 1950, such bill to originate as required by article I,
section 7 of the Constitution. Such bill was to be reported as early
as practicable during the first session of the Eighty-sccond Congress.
The Secnate amendment further directed the Joint Committee on
Internal Revenue Taxation to make a full and complete study of
the problems involved in the taxation of excess profits accruing to cor-
porations as the result of the national-defense program in which the
United States js now engaged, and to report the results of its study
to the House Committec on Ways and Means and the Senate Com-
mittee on Finance as soon as practicable.

The House (by the adoption of H. Res. 842) agreed to Senate
amendment No. 191 with an amendment which directed that such
bill be reported as early as practicable during the second session of the
Eighty-first Congress. In all other respects, the language of the
House amendment was identical to Senate amendment No. 191.

The Senate recedes with an amendment which provides that the bill
required by both Senate amendment No. 191 and the House amend-
ment thereto shall be reported as early as practicable after November
15, 1950, to the Kighty-first Congress, if in session after such date; and
if the Congress is not 1n session in 1950 after such date, the bill shall be
reported as carly as practicable during the first session of the Eighty-
second Congress. -

Amendment No, 192: This amendment conforms the table of con-
tents to the amendments made by the Senate to the House bill.  The
House recedes with an amendment conforming the table of contents
to the bill as agreed to in conference.

Amendment to the title: The House recedes.
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