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REVENUE ACT OF 1950

SEPTEMBER 21, 1950.-Ordered to be printed

Mr. DOUGHTON, 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 bill (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 disagreement 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,
37, 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, i36, 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,
179, 180, 181, 182, 183, 184, 185, 186, 187, 188, and 189 and agree 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

H. Repts., 81-2, vol. 7- 9



IREVENUE ACT OF 1950

the matter iIsiselted by,te amendilmext of the Senate numbered 189,
insert tie following:

SEC. 608. AL OI'WIG STAMPS TO BE ATTACHED IN FOREIGN
COUNTRIES TO CERTAIN TOBACCO PRODUCTS.

(a) T'onACCO AND SNUF'.--Section 2103 (c) (relating to supply of
stamps ) is hereby amelnded by (adding alt the endtthereqo the following
nteU senCten1ce: "If the government of a foreign country permits the
'revteue sltamps oJ such country to be affixed in the United States to tobacco
or snlff malnufallctured in the United States an d( imported into such
foreign countryy,then, if tobacco or snuff ma(1nufacturedC in, such foreign
country is imported info the United States from such foreign. country,
the importer il, (rmaysuch rules and' regulations as the Secretary
?mal!y prescribe, hav('Ce the United Statlirc:enue stamps attached to such
tobacco or snu'7f in such foreign country."

(b) CfI;,tAs.-- The second sentence of section 2112 (c) (relating to
alttlching1 stamps to cigarettes in foreign countries) is hereby amended by
striking out "cciglarettes" wherever (.appearing therein a(n inserting in
lieu thereof "cigars or cigarettes".

(c) lj'j,;;lCCTIV': DAITE.-The amendments made by this section shall
take effect on the first dlay of the first month which begins more than ten
ldays after the (date of the enactment of this Act.

Andl tlie Seiate agree to thle same.
Ameniment numllll)eed 31:
T'lhat tlie Ilollse rece(le from its disagreement to the amendment of

the Seintte Illumbered 31, and agree to the same with an ameindiient
a.s follows:

Strike out tlie matter proposed to be stricken out by the Senate
amIll(lldllnent ami o0n pnge 153, after line 4, of the House bill, immedi-
ately p)ree(''(liilg the matter inserte(l by the amnendlment of the eienate
ntilli(bre(l 190, insert tlie following:
SEC, 609. ARTICLES SOLD FOR USE OF AIRCRAFT ENGAGED IN

FOREIGN TRADE.
/Effectire with respect to articles purchased (by the user thereof) on or

(Iftr the first day of the first month which begins more than ten days
after the date of the (enactment of this Act, section 3413 (a) (3) (A) (ii)
(relating to refunds in the case of articles used or resold for use as ships'
stores, etc.) is hereby amended to read as follows:

"(ii) used or resold for use for any of the purposes, but
subject to the conditions, provided in section 3S151;".

And tlie Selnte agree to tlhe sale.

Am\leI(tmllnmIt n1lznl)ere(d 38:
''Tnat tlie louse recede from its d(isagreemlent to tlie amendment of

tll( S'iintetO Iilil)(lmre 38, and agree to tlie same with ilan iame ndmelinet,
als follows:

O(n l)age 11 of thle Senate engrossed amendments strike out lines
1 5a,,i 16 an (1 illsert the following:

,rceptals ?provide(l in section 103. the amendments made by this part
shall be applicable only with respect to taxable
And tlhe Semnte agree to tlie sane.
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Amendment numbered 39:
That the Iouse recede front its disagreement to the amendment of

tlhe Senate numbered 39, and agree to the same with an amnenldlelt
as follows:
On page 15 of tile Senate engrossed amendments strike out lines

3, 4, and 5 and insert the following:
(b) AMENDMENrytvT OF SECTION If1 (a).-So much of section 14 (relating

to normallytax 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 1-House recede from its disagreement to the amendment of

the Senate numbered 40, and agree to the same with the following
amendm ents:
On page 16 of the Senate engrossed amendments strike out the

semicolon in line 15 and insert a period, and strike out lines 16, 17,
and 18.

Onl page 17 of the Senate engrossed amendments, beginning in line
21, strike out "a surtax of 19 per century of the amount of the cor-
poration surtax net income in excess of $25,000." and insert the fol-
lo\wig: a surtax determined by computing a tentative surtax of 19 per
centumn of the amount of the corporation surtax net income in excess of
$25,000, and by reducing such tentative surtax by an amount equal to
I per century of the lower of (A) the amount of the credit provided in
section 26 (a), or (1B) the amount by which the corporation surtax net
income exceeds $25,000.
And the Senate agree to the same.
Amendment numbered 41:
T'lhat tlie House recede from its disagreement to the amendment

of the Senate numbered 41, and agree to the same with an amneld-
ment as follows:
On page 21 of the Senate engrossed amendments strike out lines

11 to 15, inclusive, and insert the following:
"(ii) Surtax.-A surtax on the corporation surtax net

income, in an amount completed as provided in section
15 (b) (2), or i1n an amount equal to one and one-half
times the surtax which would be computed under section
15 (b) (2) ij the corporation surtax net income were
reduced by $25,000, whichever amount is the lesser."

And the Senate agree to the same.
Amendment numblered 44:
That the House recede from its disagreement to the amendment of

the Senate numnlered 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:
(3) EIffective with respect to taxable years beginning after June 30,

1950, and with respect to taxable years beginning on January .1,
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1950, and ending on December 31, 1950, section 201 (a) (1) (relating
to tax on life insurance companies) is hereby amended by striking
out "at the rates provided in section 13 or section 14 (b) and in
section 15 (b)" and inserting in lieu thereof "computed as provided
in sCCtinl 13 (b) and in section 15 (b)".

(I) ],'fective with respect to taxable years beginning after June 30,
1950, and with respect to taxable years beginning on January 1,
1950, andl ending on December 31, 1950, section 20/f (a) (1) (relating
to insurance companies other than life or mutual) is hereby amended
by striking out "at the rates specified in section 13 or section 14 (b)
and in section 15 (b)" and inserting in lieu thereof "computed as
provided in section 13 (b) and in section 15 (b)".

And the Senate agree to the same.
Amendmentlnmbere d 45:
That the House recede from its disagreement to the amendment

of the Senate numbered 45, and agree to tlhe same with the following
amen(lmecnts:
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 "tle (late of tlh enactment of the Revenue Act of
1950" and insert the following: August 31, 1950
And the Senate agree to the same.
Amendment nluml)ered 49:
That tlhe louse recede from its (diRagrccimnt to the amendment of

the Senate nlumbered 49, and agree to tle same with an amendment
as follows:
On page 29 of the Senate engrossed amendments strike out lines 7

and 8 and( insert tlie following:
The amendments meade by this part shall be applicable only with respect

to taxable
And the Senate agree to the same.
Amendment numbered 50:

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

16 to 18, inclusive, and insert the following:
(a) AMrENDMENT OF SECTION 10S.-Section 108 is hereby amended

by striking out subsection (e) and inserting in lieu thereof the
Oni page 31 of the Senate engrossed amendments strike out the quo-

tation marks in line ;7, and insert after line 17 the following:
"(g) SPECIAL CLASSES OF TxA IA YERS.- This section shall not apply

to an insurance company subject to SupplemeTnt G or an investment com-
pany/ subject to Supplement('."

(b) ElI''ECrTlV I ),l7Tl.---The amendment t made by subsection (a) in
striking out subsectionl (e) oj section 108 of the Internal Revenue Code
shall not apply in the case o/ any taxable year described in subsections
(a), (b), or (c) ol such section.
And the Senate agree to the same.
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Amendment numbered 55:
That the H-ouse 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.
(a) EXCLUSION FROM GROSS INCOfE.-Section 22 (b) (13) (relating

to exclusions from gross income) is hereby amended to read as follows:
"(S1) Additional allowance for certain members of the armed

forces.-
"(A) ENLISTED PERSONNEL.-Compensation received 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) COMMISSIONED OFFICERS.-In the case of compensa-

tion received for active service as a commissioned officer in the
armed forces of the. United States for any month during any
part of which such officer served in a combat zone after June 24,
1950, and prior to January 1, 1952, so much of such compen-
sation as does not exceed $200.

"((C) Definitions.-For the purposes of this paragraph-
"(i) the term 'commissioned officer' does not include a

commissioned warrant officer;
"(ii) the term 'combat zone' means any area which the

President of the United States by Executive Order desig-
nates, 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;

"(iii) service is performed in a combat zone only if per-
formed on or cfter the date designated by the President by
Executive Order as the date of the commencing of combatant
activities in such zone, and on or before the date designated
by the President by Executive Order as the date of the
termination of combatant activities in such zone; and

"(iv) 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:

(b) WITlHHOL)DING OF INcoArr,T,Ix ON WAsGE.-Effective with
respect to wages paid after October 31, 1950, section 1621 (a) (relating
to definition of wages for income tax wiithholding purposes) is herebyamended 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 whieh such member performed service in a
combat zone as determined under section 22 (b) (13), or".

And the Senate agree to the same.
Amend(lment numnl)ered 57:
That the House recede from its disagreement to the amendment of

tlhe Senate numbered 57, and agree to the same with an amend(lent
as follows:

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

(c) RECEIPTS.-Sections 1625 (a) and 1633 (a) (relating to receipts
for employees) are hereby amended by adding at the end of each the follow-
ing: "In the case of compensation paid for service as a member of the
armed( forces, the statement shall show, as wages paid during the calendar
year, the amount of such compensation paid during the calendar year
which is not excluded from gross income under chapter 1 (whether or not
such compensation constituted wages as defined inr 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 i in
gross income."
And tlhe Senate agree to the same.
Amendment numbered 61:
That the House recede from its disagreement to the amendment

of theesenate numbered 61, and agree to the same with the following
amende(menlts:

()On page 42 of the Senate engrossed amendments, beginning in line
9, strike out, "newspapers, magazines, or other I)eriodicals" and( insert
the following: any part of the bu:;iness of another publisher of a news-
paper, magazine, or other periodical
On page 4:3 of the Senate engrossed amendments, strike out lines

3, 4, and 5 alnd insert the following:
(c) IlsFFECTIvE DATE.-The amendments made by this section shall

be applicable with respect to taxable years beginning after December 31,
19]15, except 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 taxpayerfor such year,
if allowance of credit or refund with respect to such year is barred on
the date of the enactment of this Act by reason of any law or rule of
lawv; ain(d

(2) the election provided( in section 23 (bb) of the Internal Revenue
('ode shall not (despite the lac't sentence of such section) be applicable
with respect to any expenditure for which a deduction was claimed
by the taxpayler under his latest treatment, prior to the date of the
enactment of this Act, o' such expendittu'e in con.nectionl with his
tax liability for such taxable year.

And the Senatteagree to the same.

Amn(l(entdet nu1mlered 62:
Th'lat the. iHouse rece(e from its disagreementt to tlie amendment of

the Senate lnubere(d 62, and agree to the same witl the following
anLenl(denl s:
(n Ipage 43 of the Senate engrossed amenidlents strike out lines

7, 8, and 9 and insert tlie following:

6
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SEC. 205. PA YM1ENT OF INCOME TAX B Y INSTALLMENT PA YMENTS,
AND RETURNS OF ESTATES AND TRUSTS.

(a) PAYMEN'T OF INCOtME TtX BY INSTALLM.IENT PAYMERNTS.-
Effective with respect to taxable years ending on or
On page 45 of the Scnate engrossed amendments insert after line

0 the following:
(b) FILING OF RETURNS AND PAYMENT OF TAX BY FIDUCIARIES OF

ESTATES AND TRUSTS.-
(1) Section 53 (a) (1) (relating to time for filing returns) is 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 Alarch 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, thereturn 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 (lay of the fourth month followingthe close of the fiscal year".

(3) 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 -louse recede from its disagreement to the amendment

of the Senate numbered 65, and agree to the sime withl an amend-
ment, ns follows:L

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
SEC. 207. PERCENTAGE DEPLETION.

(a) TRANSPORTATIONiFROM IrIMIN.--The second sentence of section
114 (b) (4) (B) (relating to the definition of gross income front property)is hereby amended to read as follows: "The term 'mining' as used herein
shall be considered to include not merely the extraction of the ores or
minerals from the ground but also the ordinary treatment processesnormally applied by mine owners or operators in order to obtain the
commercially marketable mineral product or products, anld so much of the
transportation of ores or minerals (whether or not by common carrier)from 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 50 miles unless the Secretary finds that the physical and other
reouirements are such that the ore or mineral must be transported a greaterdistance to such plants or mills."

7
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(b) EFFECTIYV DATE.--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 louse reccte from its disagreement to the amendment of

the Senate numbnl)red 68, 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: 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 lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: August 31, 1950
And the Senate agree to the same.
Amendment numberedl 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 lieu 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 lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: (determined without the application of section
875) or within 90 days after 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 Iouse 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 lieu 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 lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

(b) AMENDMENT OF SECTION 117 () .-The first sentence of section
117 (j) (1) is 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) (C)".
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 same.
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 Housa 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

Anld 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.



10 REVENUE ACT OF 1950

Amendment numbl)cered 92:
That tlhe House recede from its disagreement to thle amendment of

the Senate Inumbered 92, and agree to the same with an amendment
as follows:
O l)n ge 52, line 11, of the Senate engrossed amendments, strike

out "212 (a)" and(l insert tlie following: 211 (a)
And the Senate agree to the same.

Amendment numllbered 100:
T'llat tle IHomse recede from its disagreement to the amendment of

tlie Senate numbered 100, and agree to thle same with an amendment
as follows:

In lieu of tle matter proposed to be inserted by the Senate amend-
ment insert tlie following: 213
And the Senate agree to thle same.
Amendment numbered 102:
'h'lat tlce H-ouse recede from its disagreement to tlie amen(lment of

the Senate numbered 102, and agree to the same within an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment illsert tle following: 214

Alld tlie Senate agree to the same.
Amendmentrnumbered 103:
'That tlie ITouse recede from its disagreement to tlie amendment of

tile Senate numbered 103, an(l agree to the same witli atl amendment
as follows:

In lieu of the matter proposed to bc inserted by the Senate amend-
meint insert tile following: 215

Andl tlhe Senate agree to tlie same.

Amendment numl)ered 106:
'I'hat tle louse recede from its disagreement to the amendment of

tlie Senate( numbered 106, and agree to tihe same witli tlie following
1llellndmnllltll :

(n page 54, line 18, of tlle Senate engrossed amendmnelnts, strike
out "218"'andl insert tlie following: 216
(n page 61 of the Senate engrossed amendments strike out the

quotatlioll marks il line 15, an(l insert after line 15 the following:
"(i) CReoss IR,: ERKN'clE.-For special rule with respect to

(lain derived from the sale or exchange of property the a(djussted
basis of which is determined with regard to this section, see
section 1 17 () (3)."

On page 6I of the Senate engrossed amendments, after line 18,
insert tlie following:

(C) (A,1IV ATTRIBUTABLE 'TO I/AORTIZA.T7ION DEDUCVTON.-Section
117 (g) is hereby amended by striking out the period at the end of para-
graph, (2) and inserting in lieu thereof '"; and", and by inserting after
paragra) ph (2) the following new paragraph:

"(3) gain from tlhe sale or exchange of property, to the extent that
the adjusted basis of such property is less than its adjustedd basis
determined wiithoutt regard to section 121,1I (relating to am1nortization
deduction), shall be considered as gain from the sale or exchange of
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property which is neither a capital asset nor property described in
subsection (j)."

On page 61 of tlie Senate engrossed amendments, line 19, strike out
"(c)" all insert: (d)
And the Senate agree to the same.
Amendment numbered 107:
That the House recede froin its disagreement to the amen(ident of

the Senate numbered 107, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amenn d-
ment insert the following: 217

Ancd the Senate re to the same.
Amendment numbered 108:
That the House recede from its disagreement to the amendment of

tlhe Senate numbered 108, and agree to tlhe same with the following
amendments:
On page 62 of tle Senate 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.

(a) :TREATRMENT OF CERTAIN ,,fEMPLOYEE STOCK OPTIONS.--Supple-
meit 1B of chapter 1 is hereby amliended by adding at the end thereof the
following new section:
"SEC. 130A. EMPLOYEE STOCK OPTIONS.

"(a) TREIATMENT OF 1RESTRICTED STOCK OPTIOVS.-If a share of
stock is traTnsferred to an individual pursuant to his exercise after 19.49
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 six months after the transfer of such share to him-

"(1) no income shall result at the time of the transfer of such
share to the individual upon 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) 710 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 (6) shall not apply unless (A) the indi-
uidual, at the time 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 (1) the option is exercised by him within
three months after the date he ceases to be an employee of any of such
corporation s.

" (b) SPlCIAr, RULEHLIIIERE OPTION PRICE IS BETIYEEN 85 PERCENT
AND 95 PEr;CErNT OF, VALUE OF STOCK.-If no disposition of a share of
stock acquired by an individual upon his exercise after 1949 of a restricted
stock option is made by him within two years from the (late of the granting
of the option nor within six 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 thle fair marketvale 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 compensation (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 increased by
an amount equal to the amount so includible in his gross income.

"(c) ACQUISITION OF NEW STOCK.-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

"(c)" and insert the following: (d)
On page 66, line 6, of the Senate engrossed amendments strike out

"(d)" and insert 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 House recede from its disagreement to-thel 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 lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following: 220
And tlhe Senate agree to the same.
Amendment numblered 113:
That the House recede from its disagreement to the amendment of

the Senate numbered 113, and ngree 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: 19419
And the Senate agree to the same.
Amendment t numbered 114:
That tle Iousc recede from its disagreement to tlhe amendment of

the Senate numbered 114, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by tile Senate amend-
ment insert the following: 221
And the Senate agree to the same.

12
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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

"225" and insert the following: 222
And the Senate agree to the same.
Amendment numbered 122:
That the Iouse 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 Senate 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:

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

"(7) There shall be excluded all income derived from research
for (A) the United 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, university, 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
freely available to the general public, there shall be excluded all income
derived from research performed for any person, and all deductions
directly connected with such income.

And the Senate agree to the same.

Amendment numbered 146:
That the House recede from its disagreement to the amendment of

the Senate numbered 146, and agree to the same with the followingamendments:
On page 77, line 6, of the Senate 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,

13



REVENUE ACT OF 1950

Amendment numil)ored 157:
Tlat tle Ioulse recede from its disagreement to the amendment of

the Sienate numbered 157, and agree to the same with an amendment
as follows:

In liie of (the matter proposed to be inserted by the Senate amend-
ment insert tlhe following:
SEC. 302. EXEMPTION OF CERTAIN ORGANIZATIONS FOR PAST

YEA RS.
(a) TRADE ORIlUSI;NESS NOT UNRELATED.-For any taxable year

beginning prior to January 1, 1951, no organization shall be denied
exemption 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 'unrelated business income under the provisions of Supplement U of
the Internal Revenue ('ode, as amended by this Act, or if such trade or
business is the rental 1b such organization of its real property (including
personal property leased with the real property).

(b) P1ERIOD op LIMITATIONS.-In the case of an organization which
uould otherwise be exempt under section 101 of the Internal IRevenue
Code were it not carrying on a trade or business-for profit, the filing of
the information return required byI section 54, (f) of the Internal Revnuet
(Code (relating to returns by tax-exempt organizations) for any taxable
year beginning prior to January 1, 1051, shall be deemed to be the filing
of a return for the purposes of section 275 of the Internal Reveinue Code
(relating to period of limitation upon assessment and collection). In,
the case of such an organization which 'was, by the provisions of section
'( U(/) of the Internal RIferene (odle, specifically noi required to file such
in formation rd(turn, for the purposes of the preceding sentence a return
shall be deemed to have been filed ttrh timei when, such return, should
/hare been filed had it been so required. The provisions of this subsection!
shall not app(l to a taxable yeCar of suclh-nrtLhg-anizationwith respect to
wh ic/l, prior to September 2, 1950, (1) any amount of tax was assessed
or paid, or (2) a notice ofj d(iciency under section 272 o' the Internal
(R(enliue Code was sent to the tax.paycr.

(c) )lDESNIA oF l),;ioC'rIOXs.----- gift or bequest to an organization
prior to January 1, 1951, for religious, charitable, scientific, literary, or
educational llpurposes (including the encouragement of art and the pre-
renltion o/ cruelty , to children or animals) otherwise allowable as a deduc-
tion lnder section 23 (o) (2), 23 (q) (2). 162 (a), 505 (a) (2), 812 (d),
861 (a) (3), 100/, (a) (2) (1>), or 100/1 (b) (2) or (3) of the Internal
le)'(-'uef ('ode, lmy lnot be denied under such sections if a denial of
ex.mittion to (.'isl('.r iin.-ization for the taxable ?year of the organization
in which such gift or beuest l(was made is 1pevented by the provisions of
sub.ecrtton., (a) r, (b) ol this setionl.

A.tnd tlie Senalte ari'tee to tle same.

Amendment numbered 159:
''That thl IIoious recede from its (lisngreement to tlie amelndm(lent of

tlie Senate numbered 1,59, and agree to the same will the following
111amendment's:

()O1 Imge 8-4, line 23, of tle Senate engrossed ame(ndments striike
out otherr t1l1h'" anild illsert t(he following: in excess of
(n pagle 85, line 5, of tlie Selnate (engrosso(f amnlllendents strike out

'"other" liesecondd time it appl)l)ears and insert the following: more

14
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On page 85, line 9, of the Senate engrossed amendments strike out
'_'other" and insert the following: less
On page 88 of tlie Senate engrossed amendments strike out the

quotation marks in line 9 an after line9 insert the following:
"(/4) ACCUMULATED INCO.ME.-If the amounts permanently set

aside, or to be used exclusively, for the charitable and other purposes
described in subsection (a) during the taxable year or any prior tax-
able year and not actually paid out by the end of the taxable year-

"(AI) 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

"(C) are invested in such a manner as to jeopardize the inter-
ests of the religious, charitable, scientific, etc., 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 tile Senate agree to the same.
Amendment numbered 162:
That the House recede from its (lisagreement to the amendment of

tlhe Senate numbered 162, and agree to the same withl the following
a lmenl(ldments:
On page 89, line 7, of the Senate engrossed amendments strike out

"section" andl insert thec following: sections
On page 90, line 18, of tlec Senate engrossed amendments strike out

"other than" and insert the following: in excess of
On page 90, line 24, of tic Senate engrossed amendments strike

out "other" tlhe second time it appears acnd insert the following: more
On page 91, line 2, of the Senate engrossed amendments strike out

"other" the second time it appears and insert the following: less
On page 93 of tlhe Senate engrossed amendments strike out tlhe

quotation marks in line 20, andl after line 20 insert the following:
"SEc. 3814. DENIAL OF EXEMPTION UNDER SECTION 101 (6) IN THE

CASE OF CERTAIN ORGIANIZATIONS ACCUMiULAT'ING
INCOME.

"In the case of any organization described in section 101 (6) to which
section 3813 is applicable, if the amounts accumulated out of income
(luring the taxable year or any prior taxable year and noot 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 section
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 un(ler section 101 (6); or

"(3) are invested in such. a manner as to jeopardize the carrying
out of the charitable, educational, or other purpose or function con-
stituting the basis for such organization's e:elinption under section
101 (6),

exemption under section 101 (6) shall be denied for the taxable year."

15
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On p)age 94, line 12, of tile Senate engrossed amendments strike
out "sectliol1n 3813" and insert tile following: sections 3813 and 3814
On page 95, line 17, of thle Senate engrossed amendments after

"section :3813" insert the following: and section 3814
On page 95, line 20, of the Senate engrossed amendments strike

out suchh section" and insert the following: section 3813
And the Senate agree to the same.
Amendment Il'numbered 190:
That tlic House recede from its disagreement to tle amendment of

the Senate numbered 190, and agree to the same with namendment
as follows:
On page 111, line 4, of the Senate engrossed amendments strike out

"608" and insert tlhe following: 610
And tlle Senate agree to tlic sane.
Amendment numbered 191:
'Tlat tile Senate recede from its disagreement to the amendment of

thelHouse (made by' II. Res. 842) to the amendment of the Senate
numbered 191, and agree to the same with an amendmenmet as follows:

In lieu of tile matter proposed to be inserted by the H-ouse amend-
lcllnt insert tile following:

TITLE VII--EXGCESS PROFITS TAX
SEC. 701. EXCESS PROFITS TAX.

(a) The iHouse C'ommittee on Ways and AMeans and the Senate Com-
mittee on Fi7lnance are hereby directed to report to the respective IHouses of
Congress a bill /or raising revenue by the levyinIg, collection, and payment
of corporate excess profits taxes with retroactive effect to October 1, or July
1, 1950, 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 Eighty-first Congress after November 15, 1950, if the Congress is in
se.ssiol ini o10 after such late; and if the congresss is not in session in
1950 after November 15, 1050, said bill shall be reported during the first
session of the Elighty-second Congress, and as early as practicable during
said session,.

(b) The Joint Committee on Internal Revenue Taxation, or any duly
authorized subcommittee thereof. is hereby authorized and directed to
makle a full and complete study of the problems involved in the taxation
of excess profits accruing to corporations as the result of the national
lde(ense p1ro0ram in which the United States is nIow engaged. SThe joint
committee shall report the results of its study to the House committeee
on l'ays? and A means and the Senate Committee on 'iLnance as soon as
practicable.
And tile House agree to tlhe same.
Amendment numbered(192:
'That the House recede from its disagreement to the amendment

of tlie Senate numbered 192, alld agree to the same with an amend-
melnt as follows:

In lieu of tle matter proposed to be inserted by the Senate amend-
melnt insert tlle following:
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DANIEEL A. REED,
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TOM CONNALLY,
HARRY F. BYRD,
E. D. M]ILLIKIN,
HUGH BUTLER,

Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THIIE IIOUSE

The managers on the part of tle House at the conference on the
disagreeing votes of the two Iouscs on the amendments of the Senate
to the bill (H1-. R. 8920) to reduce excise taxes, and for otlier purposes,
submit the following statement in explanation of the effect of the action
agreed upon by the conferees and recommended ill the accompanying
conference report:
Amendments Nos. 1 to 37, inclusive: These amendments strike out

all of the provisions of title I of the I-louse bill, which dealt with excise
taxes. However, those provisions of the House bill which increase
tle revenue derived from excise taxes are shifted to title VI of the
bill by Senate amendments Nos. 183, 184, 185, 186, and 188. The
Ilouse 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 section 133 of the House
bill (relating to tlhe attaching of stamps in foreign countries to certain
tobacco products), the HIouse 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 amenld-
ment No. 31, whllich strikes out section 162 of the House bill (relating
to credits and refunds of manufacturers' excise tax in the case of articles
sold for use of aircraft engaged in foreign trade), the H-ouse recedes
wit.l an amendlllment adding to title VI of the bill a newv section 609
\which is identical to section 162 stricken from the House bill. 'l'he
conferees recognize that there are inequities in our' excise tax system
rand believe that the sulbect should have continuing consideration.
Amendment No. 38: ' his is the first of a series of amendments add-

ing a ne\v title I to the bill providing for increases in income-tax rates.
Tills 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. Thisisaccomplished 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 nalproxi-
mately 25 percent. In the case of individuals who have fiscal years
beginning prior to October 1, 1950, and ending subsequent to that
(late, prol)ortionate cuts in the reductions are made by computing a

portion of the tax on tile 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 subsections (a)
and (b) of a new section 121, relating to increase in rate of corporation
income taxes. This amendment and Senate amendment No. 40
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define normal tax net income and surtax net income, and eliminate
the'so-called notch provisions, in substantially tlhe same manner as
provi(led in section 218 of thloe House bill. Under amendll ent No. 39
a normal tax of 25 pIrcent is imposed oln corporations for taxable
years begnining after June 30, 1950, and a nornlml tax of 23 percent is
imposed( on corpIorations for tile calendar year 1950. Special provision
is mad11e by Senate naendlment No. 50 for taxable years (other than tlhe
calendar year 1950) which begin before July 1, 1950, and end after
June 30, 1950. T'lie House recedes witll an amendment which makes
a clerical iamend(lenit to section 14 of the Internal Revenue Code.
Amen(men(t No. 40: In addition to definingg corporation surtax net

income, this amenl(cIdment provides for a surtax of 20 percent on cor-
poraltion surtax net income for taxable years beginning after June 30,
1950, and a, surtax of 19 percent for the calendar year 1950. Special
provisioll is made by Senate amendment No. 50 for taxable years
(otlher tlIan tile calen(lar year 1950) whicll begin before July 1, 1950,
anl endl after Jule 30, 1950. Senate amendment No. 40 (together
witll Senatei amendment No. 48, which adds a 1new section 26 (j) to
tie Internal Reveniue Code) also allows a credit in tlhe case of a taxable
yenar wlicch is the calendar year 1950 for a certain percentage of
partially tax-exempt interest received by a corporation. The Iouse
receldes with amenildments wllich provi(le that, in lieul of such credit,
ti1e surt ax for (.lie calel(lar year 1950 sIhall be reduced by1one percent
of t1le lower of tlie corporation's credit under section 26 (a) or the
amount, Iby which tlie corporation's surtax net income exceeds $25,000.
l'lie cre(lit under section 26 (a) is, in effect, the amount of the partially
tax-exemllpt interest adjusted as provided in tlie Internal Revenue
Cole.
Amendment No. 41: 'Il']is amen(lliniet makes certain amendments

ill section 207 (a) of the Internal Revelnue Code to reflect tlhe new

corporate taxrates provided in Senate amendments Nos. 39 and 40.
''lle I ousle recedes witli a techciical amendl(lmlnt.

Amle(ndll(mlnt No. 42: Tills amendment relates to t]he normal tax and
surtax on reg]tlate(l ilnvestiltmet companllies, an(l amendl s section
362 (1)) of tl! I ternal Rlevenue Code to reflect tlie new corporate
taix Irates provided in Senate amend(inents Nos. 39 and 40. T'he
IHou!:e recedes.

Amnllllllllellt No.' 43: This amendment relates to the comlputation
and playmentlt, of tax on c(onsolidat(ed returns. It provides tllat th
2 IperIcent additional surtax provided by section 1411 (c) of tlle Iternal
Revenell Co(le sliall not apply to tlie )portion of the consoli(lated corlpo-1ration slrt:ax net1 income alttllriutalile to Western Iemisl)here trade
corpolratiions ill tle a fliialited( g-roup. ''lle Irouse rece!(les.Amendvl(Iment No. 4-1: T''lis amelldmenlt, makes certain technical
andl('imeliIts. 'lThe louse rece(es will futlller technical amendments.

Amllenm(ell(llt No. ,15: 'T'lhis amendllmenvt makes certain aimei(dments to
section 26 (b) of tie lInternal Reven ue Code, relating' to credlits allowed
colporatiollis w\itli 'res"pct to (lividen(ls receive(l. Thle Iouse recedes
with two()aamendments elimitnatiing (tle limitations on t.he credit allowed
in section 26 (I) (2) (A) an(l (13) in respect of dividends received oil
tlie preferred stock of certain l)public utilities, and witll a fhrthler
anllllnm(let providingg t tlthe- provisions of amendlumeLnt No. 45 withi
respect to d(ividelns in killn slhall apply to s31ch dividen(ls received
after Augulst 31, 1950), instead of alter the date of the enactment of
the Rlevenule 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 necessary changes to reflect the
different tax rates provided by tlhe Senate amendments. The H-ouse
recedes.
Amendment No. 47: Thia amendment corresponds to section 218

(d) of tile House 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 surtax net income. The Hlouse recedes.
Amendment No. 48: This amen(lmentt 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 eliminated.
The Senate recedes.
Amendment No. 49: This amendment provides tile effective dates

for tile 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 tle comI)utation 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. Tie House recedles 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 percent andl 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 II of the bill. The Hlouse recedes.
Amendment No. 53: This amendment strikes out section 201 of

tle House bill providing that where proceeds of insurance are paid
in installments the interest clement in each installment be subjected
to income tax. The I-ouse recedes.
Amendment No. 54: This amendment extends for one year tlie

application of sections 22 (b) (9) and( (10) of tile Internal Revenue
Code, which permit a corporation to exclude from income certain
amounts attributable to discharge of indebtedness. The House
recedes.
Amendment No. 55: This amendment (together with Senate amend-

inents Nos. 56 and 57) grants an exclusion from gross income in the
case of compl)esation received prior to January 1, 1952, for service as
a member of the armed forces of tlhe United States based on the time
spent iln a comlba)t zone in the taxable year in which the compensation
was received. In the case of an enlisted man, the exclusion would
be tile same portion of his total compensation for service for the tax-
able year as t1Ce number of months (luring any l)art of which lhe served
in a coml)at zone in the taxable vear is of tlle total number of months
lie serve(I anywhere in the taxal)le year. In the case of an officer, the
exclusion would be $200 times the number of months (luring any part
of whicl lie served in a combat zone during tie taxable year.
Tlo -louse recedes with an anmendment which will base tlhe exclu-

sion on service prior to January 1, 1952, in a combat zone. In the
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case of an enlisted man, tile exclusion will be the compensation re
ceived during the taxable year for service for any month during any
part of whli(c lie served ill a combat zone. II the case of an officer,
the exclusion will 1be tile first $200 of the compensation received for
service for any month duringg any1 part of which lhe served in a combat
zone, anl( tlle balance of such compensation received in any taxable
year will not be exclud(led. 'Tle fact that the compensation is re-
ceived outside a combat zonl or in a differentyenar (including years
after 1951) from that ill which such service is performe(l will be
immaterial.
Amndliment No. 56: ''lhis amen(t entl would exempt from the

requirement of witlilioldlig wages paid oil or after tile first day of
the seCnld month whichbegins after the date of enactment of the
act for active service as a memtrl)r of the armed forces of the United
States for a montll duringanly part of which such member served in
a combat zone. 'Tlie House recedes with an amendment to provide
thatlno witlllolding of tax will be made on wages paid on or after
November 1, 1950, for service performed prior to 1952 in a combat

Amendment No. 57: This amendment relates to tile income tax
withholding statenilt furnlished mnielbers of tlhe armed services.
11Thelouse recedes with an amendmellt which requires the statement
to show (1) the amount of taxal)le compensation Ipaid during the
calendar year, and (2) the amount of tax withlilld during such year.
Thel anllmen(l ent requires the statement to be furnished if any tax
was withheld (Iurig tletaxable year or if (even though no tax was
witllheldl) any taxable coml)ensation was paid during the calendar
year.

Animendlent No. 58: Tllis is a clerical amendlment.. The House
rec'''( s.

Amend(?melnt No. 59: This amendment provides that thle provisions
of tl: bIill relating to treatment of bondl preinium il case of d(ealrs il
tax-ex(empt secrllities shall be applicable to taxable years ending after
June 3(), 1950, but in tle case of a taxable year beginning before and
lndling after such date such provisions are to apply only with respect

to obligations acquired after such (late. Under tihe House bill such
provisions would have applied to taxable years bh(-ilinlg after 1949.
The H-ouse recedes.

Amendm(lent No. 60: This amendm(lent strikes out section 203 of the
-ouse l)ill, relating to credits allowed corporations with resIect to
divi(lends received ill property otller than money. The provisions of
this section, witli a change in theell(ffctive date, are incI)O'rrated il
section 122 is addedto t(he bill by Senate amendment No. 45. Tile
House rece(es.
Amendment No. 61: This amendliment adds to section 2:3 of the

Internal Revelnue Code a new sub)Section (bb) providing, effective
with resl)ect to taxable years beginning after Decemben r 31, 1945, for
thle educationn by a plblisllsher from gross income of explen(litures (with
certainly excepl)tions) to establish, nmilntain, or increase the circulation
of a newspaper, Imagazine, or other perio(dical, blut allows t ie pullislhr
to elect to capitalize, instead of (le(lducting, that portion of such
expenlditulres whlicll is chargeal)le to cal)it-al account under regulations
prescrib(l by tlhe Secretary. Such election to capitalize is binding
for tile taxable year for wliich 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 Secretary )permits a change. This Senate
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 tile 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 reductionn was not allowed the taxpayer for
such year, if allowance of a credit or refund with respect to such year
is barred on the (late of enactment of the bill by reason of any law or
rule of law; and (2) tlie election provided in the new subsection shall
not (despite the last sentence of such provision) be permitted with
respect to any circulation expenditure forlwhich a deduction was
claimed by the taxpayer under his latest treatment (prior to the (late
of enactment of tlhe 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 tile date of enact-
ment of the bill. Accordingly, sucli 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 tile bill, sucl expenditures by such a taxpayer may not be capi-
talized (unless lie so elects) and lie may obtain a refund by claiming
a reductionn for suclh expenditures in lieu of their previous capitaliza-
tiol. Tlhe secon(l limitation prevents a taxl)ayer who, for any tax-
able year I)beinnilng after December 31, 1945, and before January 1,
1950, claimed a deduction from gross income for a circulation exp)endi-
ture from subsequently electing ulndler section 23 (bb) of the code, to
capitalize slilc expenditures for sucl a year in lieu of thle deduction.
lWhether a deduction is to be considered claimed by such a taxpayer,

for the purposes of thlis limitation, depend(Is 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
exellnd(iture in connection with his tax liability for such year.
Amellndmnt No. 62: Tlis amendment adds to tlhe bill section 205,

relating to payment of incoIme tax by installment pIaylents. This
section is identical to section 603 of the Iouse bill which is stricken,
by Senate amendmllent No. 182. The Iouse recedes with an amend-
inet (addling a l)rovision contained in thle I louse bill to extend for one
montll the late for filing tle return of (and for paying tlhe tax imposed
upon) an estate or trust.

Amlendmcent No. 63: This amendment restores, with respect to
certain corporate distributions made pursuant to a plan of liquidation
adopted after December 31, 1950, and effected during any one calendar
month in 1951, the provisions of sections 112 (b) (7) and 113 (a) (18) of
tlhe 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). Tile House recedes.
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Amnlnlldment No. 64: Tlis amendment provides for the nonrecogni-
ion of Tlailn ill ce(a ill cases where, lpursllnt to a plan of reorganization,

iI slnre(llol(ler of a corl)oration wlichl is n party to the reorganization
receives stock otherr t(11ha preferred stock) in another corporation, a

p)aily to (.le reorganization, witlhollt the surrender by such share-
11oldl(er of stock. 'T11(e Seniete rece(les.

Am.Inmellint No. 65: 1The Ilouste bill (1) increased the percentllage
deplete ion allowance for coal, (2) allowed percentage (depletion for the
first t iine for certain minerals, anll (3) provi(led tliat the gross income
from mining ipon wlillpcercentlage depletion allowances are based
should in no case include transportation beyond the property. The
Senate amendment (1) strikes out. these provisions of the House bill,
(2) provides, effective with respect to taxable years beginning after
DecemIber 31, 1949, that gross income froin mining shall include
transportation from the point of extraction from the ground to the,
plants or mills in which the ordinary treatmentt processes are applied
thereto, alnd (3) aliendls, effective with respect to taxable years
beginningafter l)ecemblner 31, 1946, the definitionn of "ordinary treat-
nimet processes" with respect to bentonite.

'The House recedes will an anendmllnent which eliminates those
provisions of tile Ilelte allenllCdmentl relating to bentonite and limits
tlhe transportation permlitte(l by tle Senate amendment to be included
as Irsoss income from miining to so much of sucll transportation as does
not exceed 50 miles unless the Secretary finds conditions to be such
that tlhe mineral nIust be transported to a greater distance to the
plant 1or nill iln wlich tlhe or(linary treatment processes are applied.

Amlendlmeni t No. G6: This amnenldment strikes out section 205
of tile llouse bill which provi(le(l for thle taxation as dividendls to the
stockholder of distlriluitions made( ollt of corporate earnings and profits
accllnullalteld prior to Marl(ch 1, 1913, or out of appr.l{ciation in tile
value of property whlicl accrued before tllat (ate. The House recedes.

Amenmlllent No. 67: lThis ,amendment strikes out section 206 of the
House bill relating to thel treatment for income-tax p)urI)oses of (is-
tribultions to dloi)iestic corpl)oraions in liquidation of certain foreign
sulsidiaries. JT'le 11ouse recedes.

Am(endm(ent.No. (;<: T1'his is a clerical amendment.. The House
recedes withl an mellldment, Iiinlkig a change in section number.

Amenldmenl t No. 9!): 'lhlis is a tec('llnical amelndmlenlt conforming to
Senate namenlldment No. 600. Th'le House recedes.

Amenldm(ent No. 70: This is a clerical amendment. The House
rec( (l(d s.

Amntllil(ldel t No. 71: ,Sect-ion 115 (g) of tlle Internal Revenue Co(le
provides for tlie treatment asi ttalable dividendss of amounts (dis-
tribluted( by a corporation in c ncellati(on or redemption of its stock
if tle cancellationn or rl(lel ptioll and( tlie related distribution are
(eli'(cl tel So s to I)e essentially equivalent to tlhe (listril)ultionl of a
taxable (livid(endl. Section 207 of tlhe IIouse bill amended section
11,5 (g) to cover tlie situiltion where siharles in a parent. corporLation
are purchllse(l by its subsidiaries or where shares of one corporation
ar'e ac lquiireld byIanotllhr corporation and both corpo'llaions a1're con-
trolledI lirectlv or indirectly by tile sme interests. The Senate
amen(llnent limits tlme apl);)ication of the bill to purchases by a sub-
sid(iary. Tl'le loulse recedes.
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AmenIlimenit No. 72: Section 207 of tile House bill (relating to
treatment of certain redemptions of stock as dividellls) applied olly
with resl)ect to amounts receivCel after December 31, 1949. Tie
Senate amendment provided at later effective (nate. Tie iouse
recedes with an amendment making such provisions appl)licable to
amounts received after .August 31, 1950.

Amlendiment No. 73: This is a clerical amendment. The HIouse
recedes with an amendment making a change in section number.
Amendment No. 74: Under the House b1ill certain distriblutions in

redemlption of stock incluldedl ina decedent's gross estate were excel)tcd
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 IHouse recedes
with an amendment permitting the distribution to bc tax-free if made
within the period provided in section 874 (a) or within 90 lays after
the expiration of such period, but specifically excluding any suspension
unllder 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 lecedent'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 decedlent's net estate. The Senate amendment eliminated
tils limitation. 'The House recedes with an amendment restoring the
provisions of the House bill, lbut providing tlhatte value of tlhe stock
of the corporation must comprise more than 50 percent of the value of
the net estate. The percentage relationship is cominuted by taking,
as the Inulerator, the value of the stock inclue(l in determining the
value of the decedlent's gross estate, and by taking, as the denomina-
tor, tile value of the (lecedent's net estate.
Amendment No. 76: Tllis is a clerical amendment. Tle H-louse

recedes with an amendmentt making a change in section number.
Amendments Nos. 77 and 78: 'The bill as passed by the IHouse

amen(led section 117 (a) (1) of the Internal Revenue Code so as to
exclu(le copyrights, patents, inventions, designs, and literary, musical.
or artistic compositions, and similar property from the lefinitioll of
"capital assets" when held by certain taxpayers. Amendlments Nos.
77 and 78 remove patents, inventions and designs from this exclusion.
Tle H-ouse rece(les.

Amnlml(llent No. 79: T'his amendment eliminates the amen(ldment
made by the House bill to section 117 (j) of the Internal 1{cve\nu Code
which, in general, would have treated gain and loss from tlhe sale or
exchange of property used in a trade or b)u;iness as gain an(l loss from
the sale or exchange of capital assets. I'hc House recedes.
Amendment No. 80: This is a conforming amendment to amend-

ment No. 83. The House recedes.
Amendmenlt No. 81: Thiis is a conforming amendment to amend-

ment No. 79. T'le IHouse recedes.
Amendment No. 82: This amendment excludes copyrights and

literary, musical, or artistic compositions, and( similar property in the

27



REVENUE ACT OF 1950

lands of certain taxpayers from, and includes certain cattle used for
bre(ling or (lairy l)url)os(es in, tile definition of propertyy used in a
trailed or blusiHness" whicil is entitle( to the benefits of section 117 (j)
of tie i Interllal iRevenlue Code. The House recedes with an amend-
men(twrlicll clilminaltes tlat part of the Senate amendment (dealing
witlh cattle. W\lile it may l)e necessary for Congress to legislate with
respect to thie tax treat inent of sales of livestock, the conferees agreed
tilat cattl( alone sllould not be dealt with to the exclusion of other
livestock, tie trellatlncelt of wliicli was not in conference, andl that the
sul)ject matter is deserving of further study. It is the hope of the
colll'eres tlhalt, pendiling succh study and further legislation, the Treas-
ury will follow tile decision of the Eighth Circuit Court in the Albright
case (17:3 Fed. (2) 339).
Amendment No. 83: This amendmlient eliminates the provisions of

tlhe -ousebill wliich would change the holding period used for deter-
mininrg whether a capital gain or loss is long-term or short-term from
6 to 3 months. 'T'he House recedes with conforming amendments.
Amendment No. 84: This is a conforming amendment to amend-

menits Nos. 77 and 78. Tihe House recedes.
Amendment No. 85: 'This is a clerical amendment. The House

recedes.
Amendm(lent No. 86: This is a conforming amendment to amend-

ment No. 83. The House recedles with a clarifying amendment.
Amendment No. 87: This amendment provides for the effective

date of thatl)art of amendment No. 82 which would include certain
cattle il tihe definition of propertyy used in a trade or business" which
is entitled to the benefits ol section 117 (j) of the Internal Revenue
Code. lIn view of the action on that part of amen(ln ent No. 82, the
Senate recedes.
Amiendments Nos. 88, 89, 90, 91, 92, and 93: These amendments are

clerical. 'Ile i l0Horis receles with amendments making the necessary
changes in section numbers an(llcr(oss-re(ferences.

A\menlmlltents Nos. 94, )5, and 96: 'helise amendments make tech-
nical and cla rifying c'l)(nges ill the section dealing with collapsible
corporations. 'I'lie Houlse recedes.

A\memiemenlt No. 97: 'l'his amendmilent extends the application of
secclion 117 (m),Ia(led{ totile Itcernal Revenue Code by this bill, to'
a shareholder who, at any tim after t lie commencement of the manu-
factirel, colnstruiction, or p)ro(lductiol of propertyI)y a collal)sible cor-
poratioi, owne(i stock whlicll was considered( as ownedl at such time
b)y aiot hers)harlieholder who tell owned (or was (onlsid(lrdfas own-ingl) more tlhlli 10 percent i value of thle'outistan(ldig stock of the
('orll) ora'l iol. T'l( e1 louiserecedeIl.

AmnlllllIlment No. 98: l'Ihis is a clericalamendment. The House
recedes.
Amendment, No. 99: Thli ,samendment, e(lective for taxable years

b)egirniing after l)ecellmber r31, 1950, a(l(ds a section tothl e bill which
pI,'ovi(des that amounts received by an assignor for thle assignment of
certain oil, gas, and mineral rights,where such rights terminate upon
tle receipt by the assignlee of a fixel or (leterminable amount of oil,
gas, or mineral, sliall be treated as amounts received from the sale
or exchange of can)ital assets. 'T1e Senate recedes.
Amendments Nos. 100, 101, 102, 103, 104, and 105: These amend-

ments are clerical. Tlle louse recedes with amendments makingthe necessary changes in sectionnumbers.
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Amendment No. 106: This amendment inserts in tlhe Internal Rev-
enie Code a new section 124A, applicable with respect to taxable years
ending after December 31, 1949, providing for tlec amortization over a
period of 60 months 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 election 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 sec-
tion 124 of the code which authorized the amortization of emergency
facilities during World War II. This amendment also makes a tech-
nical change in section 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 tile sale or exchange of property, to the extent tliat
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 D)ecembcr 31, 1952, he sells the
facility for $9,500. The adjusted basis of the facility on that (late
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 $500 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 124A ($9,000)
is $3,000. Accordingly, under the Iouse 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-iiicome and $500 as long-
term capital gain.

If the taxpayer acquired other property, iln a tax-free exchange, for
an emergency facility with respect to which tlhe amoritition (leduc-
tioin was allowed, the basis of such otherproperty would be deter-
mined with regard to section 124A of the Internal Revenue Code, and
therefore the provisions of section 117 (g) (3) of such code would apply
with respect to gain realized on a sale or exchange of such other plop-
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 described in the preceding sentence) by a
taxpayer in whose hands the basis of such facility (or other property)
is determined by reference to the basis thereof in the hands of another
person who was allowed deductions witl respect to such facility under
section 124A.
Amendment No. 107: This amendment is clerical. Thle House

recedes with an amendment making a change in section number.
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Amendmenlt No. 10S: ''lis amnllelment al(ls a nlew section 130A
to thle Ilitellr'ill I(evenue Code to provide special incomiee tax treact-
ment of income in respect, of "resstric(ted sloclk options" ill (cases where
tlie option price is at least 85 Ilercent of (lie fair market valllue of tlo
stock subject to the option. 'The house recedes with amrenldments
providing ordlillary income treatment, at disposition of the stock in
certain (c:-e, t.o the anloulnt of t(l '"preiad"'', at the time the option
was granted. 'Thle anIloelndmclnts revise' sulllsction (a) of section 130A
alld illsert fa Inew sulI)SOctio (b).
New sulsection (b) provides a special rule applicable where the

option price inl res )ect of a restricted stock option is, at tlhe time the
option is granted(, I)etween 85 and 95 percent of the fair market value
of the stock. This rile provides that if no (disposition of a share of
stock, ncqllire(l by an individutlll upon his exercise after 1949 of a
restricted stock option, is made by him within 2 years from tle date
of tle granting of the option, nor within 6 montlih after tlhe transfer
of sucl sllare to himl, u)llt, nl tlie time thle restricted stock option was
grannted, the option price was less than 95 percent of tle fair market
v.Ilue at such time of suchshare, then, in the event of any disposition
of such share l)y him, there shall be included as compensation (ind
not as gain upon the sale or exchange of a capital asset) in his gross
income, for the taxable year during which the (nate of such disposition
ftlls, nan amount equal to the allount, if any, by which the option
price is exceeded by tle 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
a.t the time thle option was granted. Death of the individual, at any
time (including death within tlhe 2-year period or within the 0-
month period) while lie owns the share of stock, has the same effect
for the purposes of subsection (b) as a. disposition of such sliare by
hilli 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, tle basis of the share in his hands as of the time of
such disposition shall be increased by an amount equal to the amount
incllliblc as compensation in his gross income. The rule of subsec-
tion (a) regarding denial of deduction under section 23 (a) to the
employer 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 subsection (b), when applicable, applies sepa-
rately to each share of stock, subsection (a) of section 130A has been
rephlrased to refer to "a slare of stock", instead of to "stock." For-
mer subsections (b), (e), and (d) have been redesignated (c), (d), and
(e), respectively.
The operation of new subsection (b) mayr be illustrated by the

following examples:
(1) On} January 1, 1951, X, an eImployee of M corporation, receives

a restricted stock option to purchase a share of stock of M corporation
for $85. The fair market value on that (late is $100. On January 1,
1953, X exercises the option, the fair market value of the share o1 thnt
diato being $125. On January 1, 1954, X sells tlhe share for $150.
Tlhe difference between tho fair market value at the date the option
was granted and the option price was $15. Therefore, $15 is included
s ordinary income in X's gross income for 1954. This $15 in-

creases the $85 cost basis of tIhe hiare to X, thus giving him a basis
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for determining gain or looks 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 sllare 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. I-Having 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 stock.

(4) If, in example (2) above, instead of selling the share on January
1, 1954, X had made a gift of the share 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 share of stock. The donee'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 acquiring the stock on January 1,
1953, 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) (5), and would 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 amen(lnent 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: Thlis is a clerical amendment. T'le House

recedes.
Amendment No. 113: This amendment changes the effective date

for the taxation of amounts paid for services performed in a possession
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-
beJ 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. The House
recedes with an amendment making a change in section number.
Amendments Nos. 115 and 110: These are clarifying amendments.

The House recedes.
Amendment No. 117: T'llis 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 1HIouse 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 Security Act, each of which
relates to the computation of net earnings from self-employment in
the case of residents of Puerto Rico. These changes are necessary
because of the changes made by the bill in the tax treatment of resi-
dents of Puerto Rico. The Iouserecedes.
Amendment No. 119: This is a clerical amendment. Tle House

recedes.
Amendment No. 120: rllis amendment provides that the amenld-

ment made by Senate amendment No. 117 shall be effective on the
date of tile enactment of tho bill. The House recedes.
Amendment No. 121: This amendment adds to the Internal Rev-

enuec 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 tile taxable vear preceding that of their
actual payment. The House recedes with an amendment making a

change in section nurml)er.
Amendment No. 122: This amendment provides that section 502 (f)

of the Internal Revenue Code, relating to use of corporation property
by a shareholder, shall not apply to rents received during taxable
years ending after December 31, 1945, and prior to January 1, 1950,
if such rents were received for the use by tile lessee, in the operation
of a bona fide commercial, industrial, or mining enterprise, of property
of tile corporation. 'The House recedes with an amendment making
a change in section number.
Amendment No. 123: Tllis amendment strikes out section 218

of the House bill, relating to increase in rate of corporation-income
taxes. ''Tle increase in corporate rates is effectcd under Senate amend-
nimnts Nos. 39 and 40. The House recedes.
Amendments Nos. 124 and 125: These are clerical amendments

which change tile 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 amendment 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 tlh word "church" in the new section 421 (b) (1)
of tle Internal Reveniue Code as it, appeafr-ed in tile IHouse bill, includes
a convention or association of chll.urces as an organization exempt
from the Supplement U tax. Thle 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 ate 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 new 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 H-ouse
bill for capital gains or losses. The 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 research 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, numbered 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

section 422 (a) (7) to income derived from research for the Federal
Government or the States an diadding a subparagraph to section 422
(a) (8) providing that, in the case of an organization operated pri-
marily for the purposes of carrying on fundamental 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: T'hese amendments change para-

graph numbers. The House recedes.
Amendment 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 appeared in the House bill, any trade or business which consists
of selling merchandise, substantially all of which has been 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,
II. Relts.. 81-2, vol. 7---98
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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 indeblted(ness; whereas, under
the corresplondling provision of the House bill, leases of 5 years or
more were covered where such indebtedness existed. IThe House
re(ce.es.

Amendm(ents Nos. 144 and 145: These are clerical amendments.
The Iouse recedes.

Amendcieniit. i\o. 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
be sul)ject to the Supplement U tax. The excepted types of leases
are those entered into primarily for purposes which are substantially
related to tlh 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
)oth, tlhe 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-
ccntag'es of the total area covered by leases on the entire premises.
The Hlouse recedes with a technical amendment conforming to Senate
amendmenCt No. 143 and with an amendment requiring that the
building primarily designed for occupancy by the organization also
be occupied by the organization if a lease of premises in such a
building is to )e excI)pted from the definition of a Supplement U
lease.
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 lease in(lebtldness" 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,
thel mortgage indebtedlness or indebtedness incurred in so improving
the property sliall not be considered as Supplement U indebtedness.
A similar result is also provided tinder certain circumstances where an
organization described in section 101 (1), (6) or (7) acquires all the
stock of a corporation described in section 101 (14). The House
recedes with a clarifying amendment.
Amendment No. 150: This is a clerical amendment. The House

recedes.
Amenldment No. 151: This amendment strikes out provisions of the

House bill which would have added sections 424 and 425 to tile
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.
Tlle H-ouse recedes.
Amendment No. 152: This amendment is a change in section

number. The House recedes.
Amendment No. 153: This amendment strikes out section 301 (c) of

thelHouse bill which set up specific standards under which certain
organizations exempt under section 101 (6) of the Internal Revenue
Code must operate in order to retain their exempt status. However,
tlhe provisions of this section, with modifications, are incorporated in
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new code section 3813 as added by Senate amendment No. 162. The
House recedes.
Amendments Nos. 154, 155, and 166: These amendments are

clerical and technical conforming changes. The 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 House. Section 302 deals with possible tax liability for taxable
years beginning 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.
The 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 therewith).

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 code were it not carrying on a trade or business for profit.
If under section 54 (f) of the code such organization was not required
to file an information return, assessment is barred 3 years after the
date such return would have been due if such organization had been
required to file such return. However, the provisions of this subsec-
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 under 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 conferees 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 tho
institution or through a subsidiary. This matter is in litigation and
was not in conference. HIowcver, it is the view of the conferees that
undue hardship will arise if such institutions are required to pay taxes
on income which has already been spent to carry out their educational
programs;and the conferees express the hope that this matter may be
reviewed in subsequent legislation.
Amendment No. 158: This amendment is a change in section num-

ber. The H-ouse recedes.
Amendment No. 159: This amendment eliminates those provisions

of the IHouse 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 retains, with modifications, the limitations proposed in
the House bill on thie unlimited charitable deduction allowed trusts
under section 162 (a) of the code. These provisions appeared in
section 102 (g) (2) and (4), as added to the code by section 321 of
the bill as passed by the House. These limitations which now appear
as section 162 (g) () and (2), result in the denial of a deduction under
section 162 (a) of the code for amounts attributable to income derived
from business activities of the trust and for amounts in excess of 15
percent of the net income if the trust has engaged 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 respect to the taxable years affected 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.
The House recedes with clerical amendments and an amendment

which adds paragraph (4) to section 162 (g), which paragraph provides
that the amount which would otherwise be allowed under section
162 (a) as a deduction for amounts permanently set aside for chari-
table and related purposes during the taxable year or any prior taxable
year and not actually paid out at the end of the taxable year shall be
limited to such amounts as actually paid out as are not in excess of
15 percent of the net income of tlhe trust, computed without the
benefit of section 162 (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 ill 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: Tllis is a technical amendment. The House

recedes.
Amendment No. 161: This is a technical amendment to conform the

effective (late of part II of title III of this bill to addlitions made
heroin by Senate amendment No. 159. The House recedes.
Amendimont No. 162: This amendment strikes part III of title III 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 purposes for gifts and bequests to certain organizations exemptunder section 101 (6) of the Internal Revenue Code where the instru-
ments under which the recipient organizations were operated did not
provide that such organizations might not engage in certain prohibitedacts. However, the provisions of this part, witl certain modifications,
are incororporate in section 3813 as adde(l to the Internal Revenue
Code by this amendment.
Tho principal changes made by the Senate amendment are to

broaden the categories of organizations not subject to thle provisionsof tle section; to omit tho requirement that the mandate against pro-

36



BEVENUE ACT OF 1950 37
hibited transactions be incorporated in the governing instrument ol
the organization; to limit the categories of prohibited transactions to
those which are not at arm's length; to omit the provisions denyingcharitable deductions for certain contributions of stock in a family
business; and to provide specific rules regarding the taxable yearsaffected 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 the
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 E of the code claiming
charitable, etc., deductions under section 162 (a) of the code shall
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: Those amendments restrict

the provisions which would apply a corrected formula in computing
the income taxes of life insurance companies to 1949 and 1950, instead
of to 1947, 1948, 1949, and 1950, as provided for by the HIouse 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 sect

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 House recedes.
Amendments Nos. 179 and 180: These amendments strike out title

VI and section 601 of the H-ouse 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 IHouse bill, relating to payment of income tax by installment
payments. Thl provisions of that section arc 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 section 601 relating to retailers'
excise taxes in tlhe case of sales of jewelry or furs by an auctioneer or
other agent. This section is identical to subsection (e) of section 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 instrumentalities. 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 Senate 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
lunits. Section 155 of the IHouse bill (stricken by Senate amendment
No. 24) also provided for taxing quick-freeze units, but at a lower rate.
'The H-ouse 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 tile transportation of property, imposes the
tax on amounts paid without the United States for the transportation of
property from one point in the United States to another. Tlie 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 tfle 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 Iouse 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-second Congress.
The Senate 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 il which the
United States is now engaged, and to report the results of its study
to the House Committee 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 Eighty-first Congress, if in session after such date; and
if the Congress is not in session in 1950 after such date, the bill shall be
reported as early 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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