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REVENUE ACT OF 1951

OctoBER 15, 19561.—Ordered to be printed

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

CONFERENCE REPORT
- [To accompany H. R, 4473]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H. R. 4473),
to provide revenue, 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 2, 3, 5,
04, 98, 119, 120, 123, 124, 125, 126, 130, 132, 133, 134, 135, 136, 138,
130, 140, 144, 145, 146, 147, 148, 149, 150, 152, 155, 157, 1568, 159,
160, 161, 162, 164, 165, 170, 177, 182, 183,,201, 202, and 203, ..

That the House recede from its disagreement to the amendments
of the Senate numbered 9, 10, 11, 12, 14, 15, 16, 17, 18,19,-20, 21,
22, 23, 24, 25, 26, 27, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38, 39, 40, 41,
42, 44, 47, 48, 49, 50, b1, 52, 56, 67, 58, 59, 60, 61, 62, 63, 65, 66, 68,
60, 70, 71, 72, 13, 74, 76, 76, 87, 95, 103, 105, 106, 108, 109, 112, 113,
114, 115, 116, 117, 153, 169, 171, 176, 180, 186, 187, 189, 190, 192,
195, 106, 204, 205, 206, 207, 208, 209, 212, 218, 223, 229, 230, 232,
233, 242, 243, and 244 and agree to the same.
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Amendment numbered 1:
That the House recede from its disagreement to the amendment of

the Senate numbered 1, and agree to the same with the following

amendments:

Strike out the surtax table beginning on pago 1 of the Scnate

engrossed amendments and insert the following:

“If the surtax net income is:
Nol over $2,000. . - . oo .
Over $2,000 but not over $4,000-___ ..
QOver $4,000 but not over $6,000. .. . _ .
Quver $8,000 but not over $8,000.___ ..
Over $8,000 but not over $10,000. .. __
Over $10,000 but not over $12,000. ...
QOver $12,000 but not over $14,000. -
Over $14,000 but notl over $16,000.._ .
Over $16,000_bul not over $18,000. ..
Over $18,000 but not over $20,000.. ..
Over $20,000 but not over $22,000......
Qver $22,000 but not over $26,000.....
Over $26,000 but nol over $32,000.. . .

Qver $32,000 bul not over $38,000. ...
Over $38,000 but not over $44,000.. - ..
Over $44,000 but not over $650,000-...
Over $50,000 but not over $60,000. ...
Over $60,000 but not over $70,000. ...
Over §70,000 but not over $80,000.. ...
Over $80,000 but not over $90,000.....
Over $90,000 but not over $100,000......
Over $100,000 but not over $150,000. .
Over $150,000 but not over $200,000. .
Over $200,000.. - - .. . oo

The surtax shall be:

17.4 % of the surlax nel income.

$348, plus 19.4% of excess over §2,000.
$738, plus 24 % }f excess over $4,0(50.
$1,21 8, plus 279, of excess over $6,000,
$1,768, plus 329 of excess over $8,000.
82,396, plus 36 % of excess over $10,000.
$3,116, plus 409, of excess over $12,000.
$3,916, plus 46 Y of excess over $14,000.
$4,8186, plus 489, of excess over $16,000.
85,776, plus 619, of excess over $18,000.
$6,796, plus b4 '73 of excess over $20,000.
$7,878, plus 67 % of excess over $§22,000,
$10,166, plus 60% of excess over

$26,000

$13,7b’6', 'plua 63%,
$32,000,

$17,6886, 66%
$38,000.

$21,496, plus 70%

729,

76%

44,000.
$26,696, plus
79%
819,
866,396, plus
$90,000
$161,296, plus 88% of excess
$200,000.

excess over

plus excess over

€xrcess over
0xcess  over
exrcess over
excess over
excess over
ercess over

excess

$60,000.
$32,896, plus
$60,000
84%
$64,796, ‘plus 86% over
$100,000

,000.
$40,396, plus
$70,000,
$48,296, plus
$80,000
,000.
$107,796, plus 87% of excess
$150,000.

over

over
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Strike out the surtax table on page 3. of the Senate engrossed
amendments and insert the following:

“If the surtax net income {8: The surtax s@all be:
Not over $2,000.. .. - .o oo .. 19.8%, of the surtax net income,
Quer $2,000 but not over $4,000..__ .. $3886, plus 21.6%, of excass over- $2,000,
Quer, $4,000 but not over $6,000._ ... - 8818, plus 26% of excess over $4,000,
Over $6,000 but nol over $8,000...... . $1,338, plus 31 g of excesc over 846,000,
Over $8,000 but not over $10,000..... . . 81,9568, plus 859, of excess over $8,000.

Over $12,000 but not over $14,000.... $3,438, plus of excess aver $12,000,
Over $14,000 but not over $16,000...... - $4,338, plus 609, of excess over $14,000.
Over $16,000 but not over $18,000_... 36,338, plus 539, of excess over $16,000,

Over $10,000 but not over $12,000.._.. $9,668, plus 2}.2% of excess over $10,000,
b

Over 818,000 but not over $20,000.... $6,398, plus 669, of excess over $18,000,
Over $20,000 but not over $22,000.... 87,618, plus 699, of excess over $20,000.
Over 822,000 but not over $26,000...... $8,698, plus 63%, of excess over $22,000.
Over $26,000 but not over $32,000._.. $1 é@%jgb 0 plus 64% of excess over
Over $32,000 but not over $38,000... .$1g',9025’g,00'plu8 66% of excess over
Over $38,000 but not over $44,000.-... - $1§§9¢‘§gb O.plus 69% of excess over
Over 844,000 but not over $60,000... $2§,0£58, .plus 72% of excess over

4 . .
Over $60,000 but not over $60,000....... $2;2540i3b0 plus 74% of excess over
Over $60,000 but not over §70,000-. $3§bsojgb O'pzus 77% of excess *over
Over 370,000 but not over $80,000.... . $4§ﬁ350.?’“3 80% of excess over

Over $80,000 but not over $50,000..__ . $60‘,§)1’g, - 'plus 82% of excess over
Oyer $90,000 but not over $100,000.. . $5§:9’4;)ig.00 'plus 86% of excess over

Over $100,000 but not over $160,000- . $67,I20I;;9b0 glus 87% of excess over
Over $150,000 but not over $200,000... $1§?,57013b o'pdlue 88% of excess over
Over $200,000 - - - - $1§§b7oi8" 'plus 89% of excess over

Strike out the tables on pages 7 and 8 of the Senate engroséed
amendments and insert the following:
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“Table II
“Taxable years beginning after October 31, 1951, and before January 1, 1954
l/ﬂc}djuu- Andblhe, l:;djud-
gross | number o, gross .
income | exemptions incorme And the number of exemptions |
is— is— s—
1 2 2
And Anad And
tax- ‘:a';‘f tax- li‘a’;‘: And| tax- ‘:a';‘f And
. payer payer a | payer a
RBut|1]2|3]4°r issingle "“z‘"’ tssingle p“f" joint|is single p",‘"’” joint| 4| 5|6 |7|8°r
AL | less morell 4¢ | But 775, or ® lre- | or ® | re- more
least | 1an least |,1¢*® |marrted| 24 |married) 7299 | turn|married| "€%9 | firn
than of of of
filing |4 se.| Aling by o e | figd Aling |, n‘:d
sepa- sepa- sepa- |'
rately hold rately hold rately hold
The tax
- shall be— The tax shall be--
$0| 8675| #0| $01#0 201|182, 325/82, 350] 2335 8335 $208| #2021 2208 268 $68|  #68| $0| $0| $0(80( #O
G716 7001 4] 0} 0 0}} £,360] 2,375 340 340 207 207y 207 78 78 78] 0] 0] OO O
7001 725 8] 0) 0 ot 2,375 2, 400, 346 346 218 2121 212 78 78 78| 0f 0 0j0] O
785| 760] 1 0f 0 0|l £, 400{ £, 425 3501 350 217 2171 a7 83 83 8| 0f 0] 0j0] 0O
760 778 1 0! 0, ol| 2 425| 2, 4 356 356 222 228 202 88 88 88 o ol ojo] o
778| 800| 24| 0| 0 0|l 2,460| 2,476 360 360 287 M = 93 83 831 0 0 010 0O
800 8251 29| 0] 0 2, 476| 2,600 366 366 252 2301 232 98 98 98| Of 0] 0|0 0O
86| 860| 34 0] 0 0] £,600| 2,626 370 3870 287 271 287 108, 108 108 O 0] 0j0] 0
850) 876} 38| 0] 0 0] 8,5626| 2,550 375 3876 242 242 242 108 108, 108] 0! O] 0|0y O
875 900! 441 0} 0 0|l 2,660| 2,676 380 380 247 SAT| 247 113 118 1181 0f 0} 0[O O
825| 48| 0O} 0 ol 2,575] 2,600, S88 386 22 268 262 118 118} 18] 0] 0| o0}l0} o
o5 850] 64| 010 0|l £,600] 2,625 391 361 257 2571 267 128 1231 123] ol 0l 00| o
850y 0751 88 0] 0, o) 2,625] 2,650 3% 396, 268 2021 2062 128 128] 188! 0| 0] 0]0| 0O
97611,000 64} 0| 0 0|l 2,660] £,676 401 401 267 2067) 267 138 1881 138] Of 0| 0{0] O
1,000|1,025| 65y 0} 0 ol £,675| £, 406 4061 272 0 272 138 138] 138 g o 00| ©
1,085(1,050| 74]. 0| O o}l 2, 700| 2,725 411 A1 277 Ty AT 143 1481 148 ol 0j0] 0
1,0501,075| 79; 0| O ol 2, 725| 2,760 410 416 282 282 282 148 148] 148| 14| 0 0]0] O
1,07611,100) 841 0] 0 0|l 2.760] 2,775 421 421 287 287) 287 158 168 1563} 18} 0] 0{0] O
1,100|1, 125] 89| 0| 0 oif 2,775| 2,800 420 426 202 2021 292 1568 168] 158]| 24| 0] olof O
1, 12511, 150] 941 0] 0 0|l 2,800} 2,885 431 481 207 2971 297 168 168] 163 28} 0] 0,0 0O
1,150}, 176|100t 0| O ojl ,825| 2,850 430 439 302 s02| 302 168 168 1681 84 Ol 0l0o] O
1, 176{1, 200,105| 0] 0 0l 2, 850( 2,876 441 441 307, 3071 307 178 1781 178|889 0] 00| O
l.£001.2£61110 0l 0 0] 2,876| 2, 800, 446 446 s12 3ie| 812 178 178 178 3 0l 010 o0
1,22511,250116] 0} 0 ol 2, 2,025 b1 461 317 syl 817 183 188} 188 0 010 0
1, 2501, 276/120) 0f O gl 2,026 2,960 67 466 342 328 S22 188 188] 188 3 0] 0l0] 0
1,27611,3001125) 0] 0 2,050| 2,975 468 A61 327 s87| S 198 193] 198169 Of 00| O
1,300 l.3£6‘130 0} 0 olf 2,875| 3,000 88 487 832 332 53¢ 198 198] 188] 64| 0] 0] 0] O
1,325611,350,186) (| 0 0| 3,000} 3,050 - 478 A76 340 3401 840 206 208, L06) 72 O] 010 0
1,36011,8761140% 6| O 0 8,060 8, 100 487 486 360, 860] 3560 218 216 218/ 82 0] 010 0
1,876;1, 400|1 46| 111 0 0}l 2,100| 8, 150 498 96 360, 360 860 226 208 2861 08) O] 00| O
1, 4001, 486115601 16{ 0 0|l 8,150] 8, 200 609 0 $70 §70f 870 236 236 £s6(102) 0] 0{0| 0
1, 42511, 450|156) 21] O 0; 3.200] 3, 250, 620 617" 380 380 380 246 246] 246|114 O] 010 O
, 46011, 4761160] 26] 0 0| 3,260( 3,300 631 527 390 $80| 360 2 266)  260(182( O 00 O
1, 47611, 600)165) 31| 0 0|l 3,300} 3,360, 648 538 4001 " 400) 400 266 £66] 266{132] 0] 0/0] 0
1, 50011, 526/170} 38 O 0,1 3,360 3, 400 I 6548 410 410} 410 276 276  f7611421 8 0j0] O
1,606|1, 66011761 41| 0 0l 3, 400) 3, 460 68 6569 420 420] 420 286 286 £86)168) 18] 0; 0] 0
1,660(1,56761180] 48] 0 Nl 3, 460 3, 506 578 669 430 4301 430 2986 206 £961162) 28] M 0] O
1,576(1,600(185} 61| O 0l 3, 600; 3, 660, 687, 680 440 4400 440 308 306] 806|172 88 0] 0| O
, 60011, 6261100] 661 0 0y 3,660 3,600 598 590 460 460 460 8186 816] 316|188} 48] 0] 0| 0
1,82511,650195) 61} 0 o[ 3,600 3,660, 609 601 461 461 460 326 S26  S8£6(1021 68( 01 0] O
1, 660)1,676200| 66] O o}l 8,660] 3,700, 020 812 478 A7t 470 336 338; 336|208} 691 0| 0] O
1,67611,700206) 71| 0 0 §,700] 8, 760) 631 [it14 . 482 4881 480 846 S46] S46l2121 78] 0] 0] .0
l.700 1,72512101 78} 0 0 3.7601 3, 800 642 633 48 402 490 366 866 806|282 89| 0] 0 O
1, 78611, 76021 1710 0} 3.800| 3,860, 453 643 606 6031 600 866 366] 366|£32]1 88 0O( 0| O
1,760)1,776(220] 88 0O ot 3,850] 3, G064 6864 617 518 610 376 3708) S876(2431109) 0] 0] O
1, 77511, 800226} 01} 0 0|| 3, 000| 8,950 676 064 628 624 620 386 386] S86(268(118) 0| 0] O
1, 80011, 82512801 06) 0 olf 3, 4960] 4,000, 685 676 630 5341 630 306 3901  350(86811291 Ol 0 O
1,8%611,85012861101) 0 ol 4,000{ 4,050 008 (86 560 6461 640 400 4061 400)8731189) 6| 0] O
1, 88011, 875(240]106 O 0| 4,050( 4,100 709 6o 601 605 660 416 416 jm 28311 610 0
1, 87611, 500246111} 0 Nl 4, 1001 4,160 720 700 672 660} 660 426 AR0 261203(108) 26| 0| O
1,000]1, 88526011 101 0 0| 4.160| 4,200 731 7 583 6761 670 A87 487 487i303|(00) S8l 0f O
1,085\, 050085501211 O ol 4, 2 , 260 742 787 804 687) 680 447 4471 A471318|1781 461 0) O
1, 050\1, 0756|2601 26 0 0|l 4.250] 4,50 758 758 605 5081 600 458 AG7  A6713£3|189% 65| 0 O
1, 076(8, 020611311 O Ol .S 2360 704 248 116 008|600 469 408F  46713881169] 05} O] O
2’ 00012, 0261870]136) $ 0\ 4,3601 4, 400 775 769 607 ®g| 6l 480 A8l A771348(000% 761 0] ©
2 09518, 00012761141 8, 0ji 4,400 4,440 786 770 088 6eo|l 020 491 480 4871%63(2010| 851 0 O
2 05012, 07628011 46113 O 4, 4601 4,500, m 780 ({118 40] a81 602 400 4071303|¢£0| 95| O O
2,076 2 100 £856|161{18 0. 4,600 4,680, 808 701 601 660 641 618 6101 6071378(2301106]1 0] ©
2, 100, k 1251290 186183 l)g 4, 660) 4,6 819 801 h718 a6t 0581 6!4 A0, 6171383)8401116) O O
2,125 2 150 2061101128 0‘ ,600] 4,060 830 812 G83 ort 66! 629 631)  5271303(06911£5 0] 0
2, Il’()! l?ﬁ!S(I(I 16064138 0 4, 68601 4, 700, 841 828 4 688 671 540 62( 6371403)260|185) ¥ O
2,176 3 200:305)171138 0| 4,700) 4,750 853 838 706 698 681 667 668 647]418(e011 46112 O
¢, 2002, 225'?!() 170143 01 4,7601 4,800 8n4 843 716y 708( 691 G018 608  65714831280116612%1 O
g, 226 z 2/’() 3161181148 i| 4, 800] 4, 850 876 864 727 718 701 670 518  6671438(299|16G138) O
2,260 2 276 13201186153 0 4,860 4,500 880 864 798 724 11 691 688|  6771443|309|17614281 O
2,276 £, 3()032/ 102148 01 4,800 4,950 8497 876 740 734 T8 602 694]  6871463)318|180(52] O
£,800(8, 3£6|3$0 197168 OI 4, 8501 6,000, 808 886 760 7461 781 613 0605] 687|463(328]196168] O
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“Table 111
‘““Taxable years beginning after December 31, 1953

If adjust-

And the

If adjuast-

ed gross | number of || ed gross —
income | exemptions income And the number of exemptions s
is— i3— ia—-
I 2 3
And And | And
tax- ‘:a';‘f tax- ‘:a';‘f And| tax- It‘a':g And J
ayer payer a | payer | .. a
1|23 %er 8 single| POV |ig single| PPHeT | joint|is single| PO¥eT | jaine 8
At But more|l 4, But or is or is re- or is re- moy
least | 1638 teast | 1% \married| 799 |married he';‘ﬁl turn |married] 7€ | turn
than than Cating |, of \"fling |, 0.\ is | fAling |, °F | is
sepa- ggﬁ' aepa- {"PI0"| filed | sepa- \"pUPE| filed
rately rately . ! rately
hall be The {ax shall be—
0] 8676 201188, 325182, 350,
675 700, 2,350| 2,875
7000 725 2,875 2, 400
793| 760 400 £, 425
750, 775 2, 426 8,260
7750 800 2, 450) 8, 475
300 825 | 2 276 2,500
825 850 o)l 8, 2,625
850 876 £, 625| 8,660,
875 800 0l 8,660 2,676
90, 926 G| £,675] 2,600]
925 950 0|| #,600| 2,625
950 976 0|j 2, 625] 2,8650]
arsi1, 000 2,050 2,675
1,000:1,085 0}l 2,676] 2,700
1,025,050 0| 8,700 2,725
1,050(1,075 2,725) 2,760
1.075(1, 100 2750 2,775
1,100\1, 126 2,776 8,
1, 1251, 150, 2, 800| 8,
1, 15001, 176 2,825 2,
1,1761, 200, , 8501 2,
1,200]1, 226 8,875 8,
1, 225]1, 250 2, 000] 2,
1,250]1, 276 2,025 8,
1,275(1, 800 4,950, 2,
1,3001, 325 2075 8,
1,3825|1, 360 3,000| 8,
1,350]1,375 8,050| 3,
1,875|1, 4001 3, 100{ 8,
1,400{1, 425 38,160 8,
1,426|1, 460 , 200} 3,
1, 45011, 476 8, 2850| 8,
1,475|1, 600 3, ¢ 3,
1,500(1, 625 38,3501 3,
1,625|1, 660 3, 4001 8,
1,560(1, 676 3, 450] 3,
1, 67511, 600 38, 600| 3,
1,60011, 625|17 3,850} 8,
1,02611,850 3,600} 3,
1,65011, 675 s, 633 S,
1,675, 700 8700| 8,
1,700(1, 725 $,750] 8,8
1,728,750 3,800} 3,
1,750,775 3,850] 8,
1,77511, 800| £ s 3,
1, 80041, 885 $,050] 4,
1,825, 850 4,000) 4,
1,801, 876 4:060{ 4,100
1,8751, 890 4, 100} 4, 160
L0061, 085 4,160 4, £
1,951, 950 4, 200] 4, 260
1,9501, 978 4, £50| 4, 300
1,01518,000 Al 4, 300} 4,360
2,00012, 085 4,860 4,
£,095)8, 0602, 4 41 460
£,05018, 675 4, 4601 4,400
2,07518, 1001256 4 4,860
2,100|8, 186 4, 6501 4, 600]
2, 18518, 150 4,600 4,850
£, 15018, 176 4,660] 4,700
£, 17518, 200 4, 700 4,750
, 200|¢, 225127 4,760| 4, &
2,225|8, 250 4, 800| 4, 850
£, 26018, 275 4, 8501 4,6
£, 27518, 800 4, 900 1.0
£,300\8, 8285 4, 850] 5,
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And the Senate agree to the same.

Amendment numbered 4:

That the House recede from its disagreement to the amendment of
the Senate numbered 4, and agree to the same with an amendment as
follows:

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

“(b) Imposirron or Tax.—There shall be levied, collected, and paid
Jor each taaable year upon the normal-tax net income of every corporation
(except @ corporation. subject to a tar imposed by section 231 (a), Supple-
ment (7, or Supplement ())— .

“(1) CaLENDAR YEAR 1951.—In the case of a tazable year
beginning on January 1, 1961, and ending on December 31, 1961,
a tax of 28% per centum of the normal-tax net income.

““(2) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1951, AND
BEFORE APRIL 1, 1954.—In the case of taxable years beginning
after March 31, 1961, and before April 1, 1964, a taz of 30 per
centum of the normal-taa income.

“(8) TaxaBLE YEARS BEGINNING AFTER MARCH 81, 1954 —In
the case of taaable years beginning after March 31, 1964, o tax of
256 per centum of the normal-tax net income.”

And the Senate agree to the same.

Amendment numbered 6:

That the House recede from its disagreement to the amendment of
- the Senate numbered 6, and agreed to the same with the following
amendments: - }
On page 13, line 13, of the Senate engrossed amendments, strike
our “(¢)” and insert (b). ‘
On page 13, line 24, of the Senate engrossed amendments strike out
“16%" and insert 17%.
On page 14, line 12, of the Senate engrossed amendments strike out
“17" and insert 18, -
And the Senate agree to the same.

Amendment numbered 7:

That the House recede from its disagreement to the amendment of
it'hl(; Senate numbered 7, and agree to the same with an amendment as
ollows: ' - :

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

(¢) Mvrvuar, Insurance CompaAnikEs QOrukr Tuan LiFre oR
MARINE —-

(1) Section 207 (a) (1) (relating to normal tax and surtaz on
mutual insurance companies, other than life or marine) is hereby
amended by striking out subparagraphs (A) and (B) and inserting
wn liew thereof the following:

“(A) Taxable Years Beginning After December 31, 19560,
and Before April 1, 1961 -—In the case of taxable years bceiginning
after December 31, 1950, and before April 1,,.1961, and ending
after March 31, 1961—

“) Ncrmal tax.—A normal tax of 28% per centum of
the normal-tax net ancome, or 67% per centum of the amount
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by which the normal-tax net income exceeds $3,000, which-
cver 18 the lesser; plus v '

“(11) Surtax.—A surtaz of 22 per centum of the corpora-
tion surtax net income in excess of $26,000.

“(B) Tazable Years Beginning After March 31, 1961, and
Before April 1, 1964.—1In the case of taxable years beginning
after March 31, 1961, and before April 1, 1964—

“@1) Normal tax.—-A normal tax of 30 per centum of the
normal-tax net tncome, or 60 per centum of the amount by
which the normal-tax net income exceeds $3,000, whichever
1s the lesser; plus

“ 1) Surtax.—A surtax of 22 per centum of the corpora-
tion surtaz net income in excess of $26,000. .

“(0) Taxable Years Beginning After March 31, 1964.—
In the case of a taxable year beginning after March 31, 196/4—

“() Normal tax.—A normal tax of 26 per centum of the
normal-taz net income, or 60 per centum of the amount by
whach the normal-tax net income exceeds $3,000, whichever
18 the lesser; plus

“@1) Surtax.—A surtax of 22 per centum of the corpora-

. tion surtax net income in excess of $26,000.”

(2) Section 207 (a) (8) (relating to a normal tax and surtax on
interinsurers and reciprocal underwriters) is hereby amended by
striking out subparagraphs (A) and (B) and inserting in lieu thereof
the following: ' ‘

“(A) Tazable Years Beginning After December 31, 19560,
and before April 1, 1951.—In the case of taxable years begin-

- ning after December 31, 1960, and before April 1, 1961, and

ending after March 81, 1961— . - ‘

“(1) Normal tax.—A normal tax of 28% per centum of
the normal-taa net income, or 67% per centum of the
amount by which the normal-tax mnet income exceeds
$560,000, whichever 18 the lesser; plus .

“@1) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net income in excess of $26,000, or 33 peér
centum of the amount by which the corporation surtax net
income exceeds $60,000, whichever is the lesser.

“(B) Taxable Years Beginning After March 31, 1961, and
Before April 1, 1964.—In the case of taxable years beginning
after March 31, 1961, and before April 1, 196/— ‘

“@) Normal tax.—A normal taxr of 30 per centum of
the normal-tax net sncome, or 60 per centum of the amount
by which the normal-tax met income exceeds $560,000,
whichever 1s the lesser; plus :

“(11) Surtax.—A surtax of 22 per centum of the corpo-
ration surtax net vncome in excess of $25,000, or 33 per
centum of the amount by which the corporation surtaz net
income exceeds $60,000, whichever is the lesser,

“(0) Tazable Years Beginning After March 31, 1964.—In
the case %/ a taxable year beginning after March 81, 1964—

“@) Normal tax.—A normal taz of 25 per centum of the
normal-tax net income, or 50 per centum of the amount
by which the normal-tax net income 'exceeds $60,000,
whichever is the lesser; plus '
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“(11) Surtax.—A surtax of 22 per centum of the corpora-
tion surtax net income in excess of $25,000, or 33 per
centum of the amount by which the corporation surtax net
income exceeds $60,000, whichever 1s the lesser.”

(d) Reaunarkep Invesrsent Coxpanirs.—Section 362 (b) (relating
to tax on regulated investment companies) is hereby amended by.striking
out paragraphs (3) and (4) and inserting in lieu thereof the following:

“(8) In the case of taxable years beginning after December 31,
19560, and before April 1, 1961, and ending after March 31, 1961,
there shall be levied,. collected, and paid for each taxable year upon
its Supplement Q net income a tax equal to 28% per centum of the
amount thereof. In the case of taxable years beginning after March
31, 1961, and before April 1, 1954, there shall be levied, collected,
and paid for each taxable year upon its Supplement Q) net income a
tax equal to 30 per centum of the amount thereof. In the case of
taxable years beginning after March 31, 1964, there shall be levied,
collected, and paid for each taxable year upon its Supplement Q
net income a tax equal to 26 per centum of the amount thereof.

“(4) In the case of taxable years beginning after December 31,
1950, there shall be levied, collected, and paid for each taxable year
upon its Supplement ) surtax net income a tax equal to 22 per
centum of the amount thereof in excess of $26,000.”

(¢) Businkss Incomr or CErrain SecrioNn 101 ORGANIZATIONS.—
Section 421 (a) (1) (relating to imposition of tax on business income of
certain section 101 organizations) 1s hereby amended by inserting before
the period at the end thereof the following: *‘; except that (A) in the case
of taxable years beginning before April 1, 1961, and ending after March
31, 1951, the normal tax shall be 28% per centum of the Supplement U
net tncome, and (B) in the case of tazable years beginning after March
31, 1961, and before April 1, 1964, the normal tax shall be 30 per centum
of the Supplement U net income”.

(f) AmenpyENT OF SECTION 15.—Section 16 (relating to surtax on
corporations) 1s hereby amended to read as follows:

“SEC. 15. SURTAX ON CORPORATIONS.

“(a) CorrorarioN Surrax NEr INcoyr.—For the purposes of this
chapter, the term ‘coryoration surtaxr nel income’ means the net income
minus the sum of the following credits:

“(1) The eredit for dividends received provided in section 26 (b);

“(2) In the case of a public utility, the credit for dividends paid
on its preferred stock provided in section 26 (h);

“(8) In the case of @ western hemisphere trade corporation (as
defined n section 109), the credit provided in section 20 ().

“b) Isposirion or Tax.— There shall be levied, collected, and paid
for each taxable year wpon the corporation surtaxr net income of every
corporation (except @ corporation subject to a taz imposed by section 231
(@), Supplement @, or Supplement ) a surtax of 22 per centum of the
amount of the corporation surtax net tncome in excess of $26,000.

“(e¢) Disarrowanck or Surrax Exemprion anp Minimus Ifxcrss
Prorirs Crepir——If any corporation lransfers, on or after January
1, 1961, all or part of its property (other than woney) to another corpora-
tion which was created for the purpose of acquiring such property or
which was not actively engaged in business at the time of such acquisition,
and 1/ after such transfer the transferor corporation or its stockholders,
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or both, are in control of such transferee corporation during any part of
the taxable year of such transferee corporation, then such transferee cor-
poration shall not for suech tazable year (except as may be otherwise
determined under section 129 (b)) be allowed either the $26,000 exemption
from surtax provided in subdsection (b) or the $26,000 minimum excess
profits credit provided in the last sentence of section 431, unless such
transferee corporation shall establish by the clear prepomferance of the
evidence that the securing of. such exemption or credit was not a major
purpose of such transfer. For the purposes of this subsection, control
means the ownership of stock possessing at least 80 per centum of the
total combined voting power of all classes of stock entitled to vote or at
least 80 per centum of the total value of shares of all classes of stock of
the corporation. In determining the ownership of stock for the purpose
of thiz subsection, the ownership of stock shall be determined in accord-
ance with the provisions of section 503, except that constructive ownership
under section 603 (a) (2) shall be determined only with respect to the
indwidual’s spouse and minor children. The provisions of section 129 (b),
and the authority of the Secretary under such section, shall, to the extent
not inconsistent wnth the provisions of this subsection, be applicable to
this subsection. Thais subsection shall not apply to any taxable year
with respect to which the tax imposed by subchapter D of this chapter is
not in effect.” :

(9) TecuNicAL AMENDMENT.—Section 14 (relating to mormal toz
on special classes of corporations in the case of taxable years beginning
before July 1, 1960) is hereby repealed.

And the Senate agree to the same.

Amendment numbered 8:

That the House recede from its disagreement to the amendment of
the Senate numbered 8, 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. 122. CREDITS OF CORPORATIONS.

(@) Divipenps Recetvep Crepir.—Paragraphs (1) and (2) of sec-
tion 26 (b) (relating to credit for dividends received) are hereby amended
to read as ifollows:

“(I) IN GENERAL.—86 per- centum of the amount received as
dividends (other than dividends described in paragraph (2) on the
preferred stock of a public utility) from a domestic corporation which
18 subject to taxation under this chapter,

““(2) CERTAIN PREFERRED STOCK,—

“(A) Calendar Year 1961 —In the case of a taxable year
beginning on January 1, 1951, and ending on December 31,
19561, 61 per centum of the amount received as dividends on the
preferred stock of a public utility which is subject to taxation
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under this chapter and with respect.to which the credit provided
in section 26 (h) for dividends paid s allowable.

“(B) Taxable Years Beginning After March 31, 1961, and
Before April 1, 1964.—In the case of taxable years beginning
after March 31, 1961, and before April 1, 196/, 62 per centum
of the amount received as dividends on the preferred stock of a
public utility which 1s subject to taxation under this chapter and
with respect to which the credit provided in section 26 (h) for
diwvidends paid 1s allowable,

“(C) Taxable Years Beginning After March 31, 1964.—In
the case of taxable years beginning after March 31, 1964, 69
per centum of the amount received as dividends on the preferred
stock of a public utility which is subject to taxation under this
chapter and with respect to which the credit provided in section
26 (k) for dividends paid is allowable.”

(b) Creprr ror Divioenps Parp oN CERTAIN PREFERRED STOCK . —
Tluidﬁrst sentence of section 26 (h) (1) (relating to amount of credit for
diwvidends paid on certain preferred stock) is hereby amended to read as
Sollows: *“ In the case of a public utility, (A) for a taxable year beginning
on January 1, 1961, amé7 ending on December 31, 1961, an amouni
equal to 28 per centum of the lesser of (1) the amount of dwidends paid
during the taxable year on its preferred stock or (it) the adjusted net
ncome Jfor such tarable year minus the credit for dividends received
provided in subsection (b) for such year, (B) for a taxable year beginning
after March 31, 1951, and before April 1, 1954, an amount equal to
27 per centum of the lesser of (i) the amount of dividends paid during
the taxable year on its preferred stock or (1) the adjusted net income for
such taxable year minus the credit for dividends received provided in
subsection (b) for such year, and (C) for a taxable year beginning after
March 31, 1964, an amount equal to 30 per centum of the lower of (1) the
amount of dividends paid during the taxable year on ts preferred stock or
(12) the adjusted net income for such taxable year minus the credit for
dividends recetved provided in subsection (b) for such year.”

(¢) Wersrkrn HeymispnErRe Trank CorroraTIONS.—Section 26 (7)
(relating to credit of a western hemisphere trade corporation) is hereby
amended to read as follows:

“@) Wesrern IlEMmispiirrE ThRapE CorroraTIONS.—In the case of
a western hemisphere trade corporation (as defined in section 109)—

“(1) CALENDAR YEAR 1951—In the case of a taxable year
beginning on Janvary 1, 1961, and ending on December 81, 1951,
an amount equal to 28 per centum of its normal-tax net income com-
puled without regard to the credit provided in this subsection.

“(2) TAXABLE YEARS BEGINNING AFTER MARCH 81, 1951, AND
BEFORE APRIL 1, 1964—1In the case of a taxable year beginning
after March 81, 1961, and before April 1, 1964, an amount equal
to 27 per centum of its normal-tax net income computed without
regard to the credit provided in this subsection,

“(8) TAXABLE YEARS BEGINNING AFTER MARCH 81, 1064—In
the case of a taxable year beginning after March 31, 1964, an
amount equal to 30 per centum of 1ts normal-tax net income computed
without regard to the credit provided in this subsection.”

Aud the Senate agree to the same.
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Amendment numbered 13:

That the House recede from its disagreement to the amendment of
the Senate numbered 13, and agree to the same with the following
amendments;

On page 27 of the Senate engrossed amendments strike out lines 1
to 5, inclusive, and insert in lieu thereof the following:

“(8) that portion of a tentative tax consisting ojg —
“(A) a tentative normal tax of 30 per centum of the normal-
tax net income, plus
“(B) a tentative surtax of 20 per centum of the surtax net in-
~ come in excess of $25,000,

On page 31 of the Senate engrossed amendments strike out subsec-
tion (k) and insert in lieu thereof the following:

“() TaxaBrLe YEARS oF CORPORATIONS BEGINNING BEFORE APRIL
1, 1964, anp ENDpING AFTER MarcH 31, 1964.—In the casem(ij a lax-
able year of a corporation beginning b%fore April 1, 1964, and ending
after March 31, 196/, the tax tmposed by sections 13 and 16, or section
421 (a) (1), shall be an amount equal to the sum of—

“(I) that portion of a tlentative tax, computed under the ﬁro-
vistons of seetions 18 and 15, or section 421 (a) (1), applicable to
years beginning on January 1, 1963, which the number of days.in
such taxable year prior to April 1, 1964, bears to the total number
of days in such tazable year, plus - ,

“(2) that portion of a tentative tax, computed under the provisions
of sections 18 and 15, or section 421 (a) (1), applicable to years
beginning on April 1, 1964, as if such provsions were applicable
to such taxable year, which the number of days in such tazable year
after March 31, 1964, bears to the total number of days in such
taxzable year.”

And the Senate agree to the same,

Amendment numbered 28:

That the House recede from its disagreement to the amendment of
the Senate numbered 28, and agree to the same with the following
amendments:

Strike out the surtax table beginning on page 39 of the Scnate
engrossed amendments and insert the foﬁowing:
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‘“If the surtax net income is:

Not over $2,000. . . . ____.__.__.
Over $2,000 but not over $4,000__..._._
Over $4,000 but not over $6,000-_._._..
Qver $6,000 but nol over $8,000..._ .
Over $8,000 but not over $10,000. ... .
Over $10,000 bul not over $12,000.__.
Over 812,000 bul not over 314,000 ...
Quer $14,000 but not over $16,000._._.
Over 816,000 but not over $18,000.__.
Over §18,000 but not over $20,000. ... .
Over $20,000 but nol over $22,000._ ..
Over $22,000 but not over $24,000. . _ .
Over $24,000 bul not over $28,000. ... .
Over $28,000 but nol over $32,000. ...

Over $32,000 but nol over $38,000_...__
Over $38,000 but not over $44,000. . _ ..
Over 844,000 but not over 560,000 __ .
Over $50,000 but not over $60,000. ...
Over $80,000 bul not over $70,000. . _.
Over 870,000 bul not over $80,000._
Over $80,000 bul not over $90,000. ..
Oucr\$90,000 bul not over $100,000..
Over $100,000 but not over $150,000. -
Over $150,000 but not over $200,M¥) _ .
Over $200,000 bul not over $300,000. -
Over $300,000

REVENUE ACT OF 1951

The surtax shall be:

19.3% of the surlax net income.
$388, plus 20.4 % of excess over $2,000,
$794, plus 24% of excess over $4,000.
81,274, plus 269, of excess over $6,000,
81,794, plus 819, of excess over $8,000,
$2,414, plus 8329, of excess over $10.000,
$3,056, plus 88, of excess over $12,000.
33,814, plus 419, of excess over $14,000.
84,83/, plus 44 % of excess over $16,000,
80,61/, plus 46 Y of excess over $18,000.
86,414, plus 499, of excess over $20.000.
$7,394, plus 61 ‘f of excess over $22,000.
$8,414, plus 64 ‘7: of excess over $24,000.
$10,674, plus 67% of excess over
$28,000.
31 5,264, plus 60% of ercess over
3

$18,464, plus 63% of
$38,000.

$20,234, plus 68% of
$44,000

4 .
$2/;,314, plus 69%

$60,000
70%

,000,

$31,214, plus
$60,000.

838,214, plus 74%
$70,000.

845,614, plus 709,
$80,000.

$63,214, plus 78%
£90,000.

861,014, plus 829
$100,000,

102,014, plus 86%
$1560,000,

-3144,614, plus 88Y%
$200,000.

8232514, plus 89%
$300,000.

exrcess over

excess over
excess over
excess over
excess over
excess over
excess over
excess over
excess over
excess over

excess over
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| )
Strike out the surtax table begirmmﬁ on page 41 of the Senate
ollo ‘

engrossed amendments an(ﬁ insert the f
““If the surtax net income is;

Not over 82,000,---------.‘-_, _____
Over $2,000 but not over‘N,ggg ______
Over $4,000 but not over §6,

Over $6,000 but not over $8,000. ... .
Over $8,000 but not over $10,000.. ...
Over $10,000 bud not over $1 f8,000-_--
Qver $12,000 bul not over $14,000.___.
Over $14,000 bul not over $16,000- .-
Over $18,000 but not over $18,000....._
QOver $18,000 but not over $20,000._ .
Qver $20,000 but not over $£2,000. ... .
Over $£%,000 but not over $24,000. __.
Qver $24,000 but not over $28,000. ...
Over $£8,000 but not over 332,000......
Over $32,000-but not over ~$8]8,000~_-..

Over $38,000 but not over 34'4,000-_--
Over $44,000 but not over $6"0,000----
Over $60,000 but not over &%0,000-__,
Over $60,000 but not over 37:'0,000--,_
Over $70,000 but not over $8‘LO,000____’
Over $80,000 but not over $.€j>0,000._---
Over $90,000 but not over 8)00,000--;
dver $100,000 but not over $1650,000-
Over $150,000 bu! not over $200,000..
Over $200,000 but not over $300,000..

) ————

And the Senate agree to ithe samo.

wing:

The surtax shall be: )
17% of the surlax nel income. i
$340, plus 189 of excess over $8,000.
$700, plus 219 of excess over: $4,000.
81,120, plus 239, of excess over $6,000.
$1,680, plus 87 % of excess over $8,000,
$2,120, plus 299, of excess over $10,000.
$2,700, plus 339, of excess over $12,000.
38,860, plus 889, of excess over $14,000.
$4,080, plus 399 of excess over $16,000.
84,860, plus 409 of excess over $18,000.
$6,660, plus 44 % of excess over $20,000.
$6,640, plus 46 % of excess over $22,000.
$7,460, plus 499 of excess ove: $384,000.
39,420, plus 51Y, of excess over $38,000.
$1 (8 :3/'860' plus 669 of excess over

,000.

814,760, plus 69% of
38,000,

$18,300, plus 63% of
$44,000. :

$22,080, plus 669 of
50,000.

828,680, plus 68% of
60,000.

$86,380, plus 719 of

215480, plus 73% of
! ) Pptus o O
$80,000.

349,780, plus 77% of
$50,000. ;

$57,480, plus 80% of
$100,000.

897,486, plus 84% of
$160,000.

$139,480, plus 87%
200,000.

$220,480, plus 889
$300,000

excess over

excess over
excess over
excess over
excess over
excess over
excess over
excess over
excess over
of excess over

of excess over
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Amendment numbered 43:

That the House recede from its disagreement to the amendment of
the Senate numbered 43, 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. 311. CREDIT FOR DIVIDENDS RECEIVED.

(@) DivipeEnps From Forrran CorporAr1ON ENGAGED IN TRADE
or Busingss IN tuE UNITED Srares.—Section 26 (b) (relating to
dividends received credit) is hereby amended by inserting after paragraph
(2) the following new paragraph:

“(3) DIVIDENDS RECEIVED FROM CERTAIN FOREIGN CORPORA-
r10N8.—In the case of dividends recetved from a foreign corporation
(other than a foreign personal holding company) whick s subject to
tazation under this chapter, if, for an uninterrupted period of not
less than 36 months ending unth the close of suc;: foreign corpora-
tion’s tarable year in which such dividends are paid (or, if the cor-
poration has not been in existence for 36 months at the close of such
tazable year, for the period the foreign corporation has been in exist-
ence as of the close o] such taxable year) such foreig.o corporation has
been engaged in trade or business within the Unaited States and has
derived 50 per centum or more of its gross tncome from sources within
the United States—

“(A) an amount equal to 865 per centum of the dividends
recewed out of its earnings or profits specified in clause (2) of
the first sentence of section 116 (a), but such amount shall not
exceed an amount which bears the same ratio to 86 per centum
of such dividends received out of such earnings or profits as
the gross income of such foreign corporation for the taxable year -
from sources within the United States bears to its gross income
[from all sources for such taxable year, and

“(B) an amount equal to 86 per centum of the dividends
received out of that part of its earnings or profits specified in
clause (1) of the first sentence of section 115 (a) accumulated
after the beginning of such uninterrupted period, but such
amount shall not exceed an amount which bears the same ratio
to 86 per centum of such dividends received out of such accumu-
lated earnings or profits as the gross income of such foreign
corporation from sources within the United States for the portion
of such unanterrupted period ending at the beginning of such
taxable year bears to its gross income from all sources for such
portion of such uninterrupted period.

For determination of earnings or profits distributed in any tazable
year, see section 1156 (b).” .

(b) Tecunicarn AmeNpMENT —Section 119 (a) (2) (B) (relating
to rules as to source of income in the case of dividends) 1s hereby amended
by inserting before the semicolon at the end thereof the foilowing: ‘‘to
tile extent exceeding the amount which s 100/86ths of the amount of the
credit allowable under section 26 (b) in respect of such dividends'.

(¢) Errrcrive Dark—~—The amendments made by this section shall
be applicable only with respest to taxable years beginning after December
31, 19560.

And the Senate agreo to the same.
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Amendment numbered 45:

That the House recede from its disagreement to the amendment of
the Senate numbered 45, 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. 313. MUTUAL SAVINGS BANKS, BUILDING AND LOAN
ASSOCIATIONS, COOPERATIVE BANKS.

(a) Muruar Savinas Bavxs.—Section 101 (2) (relating to exemption
from tazx of mutual sdvings banks) is hereby repealed.

(b) BuiLping AND LoaN AssocraTioNs AND COOPERATIVE BANkg.—
Section 101 (4) (relating to exemption from tax of building and loan
assoctations and cooperative banks) is hereby amended to read as follows:

““(4) Credit unions without capital stock orgamized and operated
for mutual purposes and without profit; and corporations or
associations without capital stock organized prior to September
1, 1961, and operated jlo):' mutual purposes and without profit for
the purpose of providing reserve funds for, and insurance of, shares
or deposits in— ,

“(A) domestic building and loan associations,

“(B) cooperative banks without capital stock organized and
operated for mutual purposes and without profit, or o

“(0) mutual savings banks not having capital stock repre-
sented by shares,”’. A

(¢) Exemprions Frou Excrss Prorirs Tax.—Section 464 (corpora~
tions exempt from the excess profits tax) 18 hereby amended by adding at
the end thereof the following: ‘

“(h) Any mutual savings bank not having capital stock represented by
shares, any domestic building and loan association (as defined in section
3797 (a) (19)), and any cooperative bank without capital stock organized
‘and operated for mutual purposes and without profit.”

(d) FEDERAL Savinags anD Loan Assocrarrons.—Section 6 (h) of
the Home Owners’ Loan Act of 1933, as amended (12 U. S. C. 1464 (b)),
18 hereby amended by striking out “‘daie)”’ and inserting in lieu thereof
the following: ‘‘date, and except, in the case of taxable years beginning
after December 31, 1961, income, war-profits, and excess-profits taxes)’’.

(¢) Bap Desr ReservEs.—Section 23 (IcS (1) (relating to deduction
from gross income of bad debts) is hereby amended. by adding at the end
thereof the following: *‘In the case of a mutual savings bank not having
capital stock represented by shares, a domestic building and loan associa-
tion, and a cooperative bank without capital stock organized and operated
for mutual purposes and without profit, the reasonable addition to a
reserve for bad debts shall be determined with due regard to the amount
of the taxpayer's surplus or bad debt reserves existing at the close of

ecember 31, 1961. In the case of a taxpayer described in the preceding
sentence, the reasonable addition to a reserve for bad debts for any taxzable
year shall in no case be less than the amount determined by the taxpayer
as the reasonable addition for such year; except that the amount deter-
mined by the taxpayer under this sentence shall not be greater than the
lesser of (A) the amount obf its met income for the taxable year, computed
without regard to this subsectien, or (B) the amount by which 12 per
centum of the total deposits or withdrawable accounts of its depositors.
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at the close of such year exceeds the sum of its surplus, undivided profits,
and reserves at the beginning of the taxable year.”

() Divipenps Paip to DEPosirors.—Section 23 (r) (relating to
the deduction from gross income of certain dividends pard -by banking
_corporations) s hereby amended to read as follows: -

“(r) Divipenps Paip By Banking CORPORATIONS.— '

“(1) In the case of mutual savings banks, cooperative banks, and
domestic building and loan associations, amounts paid to, or credited
to the accounts of, depositors or holders of accounts as dividends on
their deposits or withdrawable accounts, if such amounts paid or
credited are withdrawable on demand subject only to customary
notice of intention to withdraw. .

“2) For deduction of dividends paid by certain other banking
corporations, see section 121, °

(9) Depucrion rFor REpaAyMENT oF CErRTAIN LOANS.—Section 23
(relating to deductions from gross income) 1s hereby amended by adding
at the end thereof the following:

“(dd) REpaYMENT BY MurvaL Savinas Banks, Iirc., or CERTAIN
Loans.—In the case of a mutual savings bank not having capital stock
represented by shares, a domestic building and loan association, or a
cooperative bank without capital stock organized and operated for mutual
purposes and without profit, amounts paid by the taxpayer during the
taxable year in repayment of loans made prior to September 1, 1961, by
(1) the United States or any agency or instrumentality thereof which is
wholly owned by the United States, or (2) any mutual fund established
under the authority of the laws of any State.”
~ (h) Derinition or Bank.—Section 104 (a) (relating to definition of
bank) s hereby amended by inserting at the end thereof the following:
“Such term also means a domestic building and loan association.”

(#) DrriNiTion or DomEesric BuiLping AND LoAnx Assocrarion.—
Section 8797 (a) (relating to definitions for the purposes of the Internal
Revenue Code) is hereby amended by adding at the end thereof the following
new paragraph:

“(19) DoMESTIC BUILDING AND LOAN ASSOCIATION.—The term
‘domestic building and loan association’ means a domestic building
and loan association, a domestic savings and loan association, and a
Federal savings and loan associalion, substantially all the business
of whch s conf‘ned to making loans to members.”

(J) Errecrive Darr.—The amendments made by this section shall
be applicable only with respect to taxable years beginning afier De-
cember 81, 1961,

Aud the Senate agree to the same,

Amondment numbered 46:

. That the House recede from its disagreement to the smendment of
the Senate numbered 46, and agree to the same with the following
amendments: : .

On page 67, line 8, of the Senate engrossed amendments, insert
after t‘m period the following: Allocations made after the close of the
taxable year and on or before the fifteenth day of the ninth month following
the close of such year shall be considered as made on the last day of such
taxable year to the extent the allocations are attributable to income dertved
before the close of such year.
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On page 67, line 10, of the Senate engrossed amendments, insert
after “patronage’ the following: in the same or preceding years

On page 69 of the Senate engrossed amendments strike out line 1
and all that follows through line 9. _

On page 69, line 10, of the Senate engrossed amendments, strike
out “(e)’” and insert (d)

And the Senate agree to the same. -

Amendment numbered 53:

That-the House recede from its disagreement to the amendment of
fthltla Senate numbered 53, and agree to the same with an amendment as
ollows:

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

“(1) in t‘ie case of sand, gravel, slate, stone (including
pumice and scoria), brick and tile clay, shale, oyster shell,
clam shell, granite, marble, sodium chloride, and, if from
brine wells, calcium chloride, magnesium chloride, and
bromine, 6 per centum, T ' S

“@r) in the case of coal, asbestos, brucite, dolomite,
magnesite, perlite, wollastonite, calcium carbonates, and
magnesium carbonates, 10 per centum,

“(1) in the case of metal mines, aplite, bauxite,
fluorspar, flake graphite, vermiculite, begy, garnet, feld-
spar, mica, talc (including pyrophyllite), lepidolite,
spodumene, barite, ball clay, sagger clay, china clay,
phosphate rock, rock asphalt, irona, bentonite, gilsonite,

' thenardite, borax, fuller's earth, tripoli, refractory and
- fire clay, quartzite, diatomaceous earth, metallurgical grade
limestone, chemical grade limestone, and potash, 165 per
centum, and
And the Senate agree to the same,

Amendment numbered 54:

That the House recede from its disagreement to the amendment of
the Senate numbered 54, and agree to the same with an amendment
as follows: ; ;

On page 74 of the Senate engrossed amendments strike out lines
12 and 13 and insert the following: taxes) is hereby amended by striking
out ““60- per centum of the value of the net estate’ and inserting in liew
thereof ‘36 per centum of the value of the gross estate’’.; and the Senate

agree to the same.

Amendment numbered 55: :

That the House recede from its disagreement to the amendment of
‘the Senatémimbered 55, and agree to the same with an amendment
as follows: , : : S

On page 74, liné 21, of the Senate engrossed amendments strike out
“ExcLusive”’ and insert Excrusion; and the Senate agree to the
same, «

Amendment numbered 64:

That the House recede from its disagresment to the amendment of
tho Senate numbéred 64, and agree to the same with an amendment as
follows: . ' ‘ '

00347t 1o
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On page 79 of the Senato engrossed amendments strike out all after
“poultry” in line 14 to and including “acquisition’ in line 17; and
tho Senate agree to the same,

Amendment numbered 67:

That the House recede from its disagreement to the amendmont of
the Senate numbered 67, and agree to the same with an amendment
as follows:

On page 80, lines 7 and 8, of the Sonate engrossed amendments,
strike out the following: “in the cutting of such timber or’’; and the
Senate agree to the same. -

Armendment numbered 77:

That the House reeede from its disagreement to tho amendment of
the Senate numbered 77, and agreo to the same with an amendmeont as
follows:

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:

SEC. 328. TREATMENT OF GAIN ON SALES OF CERTAIN
PRCPERTY BETWEEN SPOUSES AND BETWEEN
AN INDIVIDUAL AND A CONTROLLED COR-
PORATION. '

(@) Drsarrowance oF Carirar Gain TrREATMENT.—Section 117
(relating to capital gains and losses) 1s hereby amended by adding at the
end thereof the following new subsection.:

“(0) Gain Frosm Sare or Crrrain ProperrTy BETWEEN SPOUSES
or BErwEEN AN INDIVIDUAL AND 4 ConrTrOLLED CORPORATION —-~

“(1) TREATMENT OF GAIN AS ORDINARY INCOME.—In the case
of a sale or exchange, directly or indirectly, of property descriled in
paragraph (2)—

“(A) between a husband and wife; or
“(B3) between an individual and a corporation more than 80
per centum in value of the outstanding stock of which is owned
y such individual, his spouse, and his minor children and
manor grandchildren;
any gain recognized to the trangferor from the sale or exchange of
such property shall be considered as gain from the sale or eachange
of /)I‘O])ﬂ)‘t']/ which is neither « capital asset nor property described wn
subsection (7). '

“(2) SuBSECTION APPLICABLE ONLY TO SALES OR EXCHANGES
OF DEPRECIABLE PROPERTY.—This subsection shall apply only
in the case of a sale or exchange of property by a transferor which in
the hands of the transferce is property of a character which is subject
to the allowance for depreciation provided in section 28 (1).” _

(bl) Lrrreerive Darke—The amendment made by subsection (a)
shell be applicable with respect o laxable years ending after April 30,
1961, but shall apply only with respect to sales or exchanges made after
May 8, 1951, :

And thoe Senate agreo to the same,.

Amendmoent numbered 78:

That the House recede from its disagreement to the amendment of
the Senate numbered 78, and agreo to the same with the following
amendments:

On page 83, line 4, of the Senate engrossed amendments; strike
out ‘328" and insert 329
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On page 83, line 10, of the Senate engrossed amendments, strike
out ““(0)”’ and insert (p) : '
And the Senate agree to the same.
Amendment numbered 79:

That the House recede from its disagresmont to the amendment of
tho Senate numbered 79, and agree to the same with an amendment
as follows: ‘ -

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

SEC. 330. NET OPERATING LOSS CARRY-OVER.

(@) Loss For TaxasLE YEAR Braivninag Brrorr 19/8.—Seetion
122 (b) (2) (A) (relating to the amount of carry-overs) ts hereby amended
by striking out 19607, wherever it appears therein, and inserting in liew
thereof “1948”.

(b) Arrowance oF THREE-YEAR Loss CArrRY-OvER F'roM TAXABLE
YEARS 1948-1849.—Section 122 (b) (2) (relating to the amount of
carry-over) 18 hereby amended by adding after subparagraph (B) the
Sollowing new subparagraph: . ,

“(0) Loss for Taxable Year Beginning After December 31, 1947,
and Before January 1, 1960.—-If for any taxable year beginning
after December 31, 1947, and before January 1, 1960, the taxpayer
has a net operating loss, such net operating loss shall be a net oper-
ating loss carry-over for each of the three succeeding tazable years,
except that the carry-over in the case of each such succeeding taxable
year (other than the first succeeding taxable year) shall be the excess,
if any, of the amount of such net operating loss over the sum of the
net income for each of the inlervening years computed—

“(1) with the exceptions, additions, and Limitations provided
wn subsection () (1), (2), (4), and (6), and
“(12) by determining the net operating loss deduction for each
intervening taxable year without regard to swuch net operating
loss or to the net operating loss for any succeeding taxzable year
and without regard to any reduction. specified tn subsection (c).
For the purpose of the preceding sentence, the nel operating loss for
any taxable year beginning after December 31, 1947, and before
January 1, 1960, shall be reduced by the sum of the net income for
each of the two preceding tawable years computed—
“(gi1) wrth the exceptions, additions, and limitations pro-
vided in subsection (d) (1), (2), (4), and (6), and
“(w) by determining the net operating loss deduction without
regard to such net operating loss or to the net operating loss for
the succeeding taxable year, and without regard to any reduction

" specified i subsection (e).”

(¢) Errrcrive Darr.—The amendments made by this section shall be
applicable in computing the net operating loss deduction for tazable
years beginning after December 31, 1948,

And the Senato agroe to the same.

Amendment numbered .80:

That the House recede {rom its disagreecment to the amendment of
the Senate numbered 80, and agreo to the same with an amendment
as follows: ‘

- On page 87, line 17, of the Senate engrossed amondments, strike
out “330” and insert 331; and the Senate agree to the same.
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Amendment numbered 81:

That the House recede from its disagreement to the amendment of
the Senate numbered 81, and agree to the same with the following
amendments:

On page 88, line 7, of the Senate engrossed amendments, strike out
“331" and inscrt 332 ' -

On page 88, line 21, of the Senate engrossed amendmoents, strike
out “a majority” and insert the following: 60 per centum or more

And the Senate agree to the same. ‘

Amendment numbered 82:

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

On page 89, line 5, of the Senate engrossed amendments, strike
out “332” and insert 383; and the Senate agree to the same.

Amendment numbered 83:

That the House récede from its disagreement to the amendment of
the Senate numbered 83, and agree to the same with an amendment
as follows: :

On page 89, line 19, of the Senate engrossed amendments, strike
out “333" and insert 334; and the Senate agree to the same.

Arnendment numbered 84:

That the House recede from its disagreement to the amendment of
the Senate numbered 84, and agree to the same with the following
amendments:

On page 90, line 22, of the Senate engrossed amendmoents, strike
out 334" and insert 335

On page 91 of the Senate engrossed amendients strike out line
14 and insert the following: coupons or in registered form, and the
term ‘securities of the employer corporation’ includes securities of a
parent or subsidiary corporation (as defined in section 1304 (d) (2) and
(3)) of the employer corporation.”; and the Senate agree to the same,

Amendment numbered 85:

That the House recede from its disagreement to the amendment of
the Senate numbered 85, and agree to the same with an amendment
as follows: ,

On page 91, line 20, of the Senate engrossed amendments, striko
out “335” and insert 336; and the Senate agree to the same,

Amendment numbered 86:

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

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 837; and the Senate agree to the same.

Amendiaent numbered 88: :

That the House recede from its disagreement to the amendment of
tho Senate numbered 88, and agree to the same with an amendment
as follows: : | :

On page 97, line 4, of the Senate engrossed amendments, strike out
“337" and insert 348; and the Senate agree to the same.
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Amendment numbered 89:

That the House recede from its disagreement to the amendment of
the Senate numbered 89, and egree to the same with an amendment
as follows:

On page 98, line 4, of the Senate engrossed amendments, strike out
338" and insert 389; and the Senate agree to the same. -

Amendment numbered 90:

That the House recede from its disagreement to the amendment of
the Senate numbered 90, and agree to the same with an amendment
as follows: A '

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 840; and tho Senate agree to the same,

Amendment nuimbered 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: , ;

(¢) Exrecrive Dark— The amendments made by this section shall be
applicable with respect to taxable years beginning after December 31,
1950. The determination as to whether a person shall be recognized as a
partner for income tax purposes for any taxable year beginning before
January 1, 1961, shall be made as if this section had not been enacted and
without 'i7?'ere7wes drawn from the fact that this section is not expressly
made applicable with respect to taxable years beginning before January 1,
1961. ~ In applying this subsection where the taxable year of any family
partner 18 dfijﬂrem from the taxable year of the partnership— A

(1) +f a taxable year of the nartnership beginning in 1960 ends
within_or with, as to all of the family partners, taxable years which
begin in 1961, then the amendments made by this section shall be
applicable wi;tfo respect to all distribulive shares of income derived by
thpe Jamily partners from such taxable year of the partnership begin~
ning tn 1960, and A

(2) if a tazable year of the partnership ending in 1961 ends within
or with a tazable year of any family partner which began in 1960,
then the amendments made by this section shall not be apglicable
with respect to any of the distributive shares of income derived by the
SJamily partners from such taxable year of the partnership. v

And the Senate agree to the same,

Amendment numbered 92: ,

That the House recede from its disagreement to the amendment of
the Senate numbered 92, and agree to the same with the following
amendments: '

On page 103, line 5, of the Senate engrossed amendments, strike

out “340" and ynsert 341, ,

On page 108 of the Senate engrossed amendments, strike out all
after line 3 over to and including line 23 on page 110 and insert:

“(8) TAX AWUSTMENT MEASURED BY PRIOR .BENERITS.—If
the provisions of this paragraph are applicable to the taxable year
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pursuant to an election made by the taxpayer under the provisions
of paragraph (6)—-

“(A) Amount of Recovery.— The amount of the recovery in the
taxable year of any money or property in respect of property
considered under subsection (a) as destroyed or sen'zedp m any
prior tazable year shall be an amount equal to the aggregate
of such money and the fair market value of such property,
determined as of the date of the recovery. For the purpose of
this paragraph, in the case of the recovery ?f the same property
or interest considered under subsection (a). as destroyed or
seized, the fair market value (}/ such property or interest shall,
at the option of the taxpayer, be considered an amount equal to
the adjusted basis (for d{ztermin:ing loss) of such property or
wnterest in the hands of the taxpayer on the date such property
or interest was considered under subsection (@) as destroyed or
sevzed. The amount of the recovery determined under this
subparagraph shall be reduced for the purposes of subparagraphs
(B) and (C) by the amount of the obligations or liabilities with
respect to the property considered under subsection (a) as
destroyed or seized wn respect of which the recovery was received,
if the taxpayer for any previous taxable year chose under sub-
section (b) (2) to treat such obligations or habilities as discharged
or satisfied out of such property, and such obligations or
liabilities were not so discharged or satisfied prior to the date
of the recovery.

“(B) Adjustment for Prior Tax Benefits—That part of the
amount of the recovery, in respect of any property considered
wnder subsection (a) as destroyed or seized, which 1s not in
excess of the allowable deductions in prior taxable years on
account of such destruction or seizure of the property (the
amount of such allowable deductions being first reduced by the
aggregate amount of any prior recoveries wn respect of the same
property) shall be excluded from gross income for the taxable
year of the recovery for the purpose of computing the tax under
this chapter and chapler 2; but there shall be added to, and
assessed and collectedp as a part of, the tax under this chapter
Sor the taxable year of the recovery the total increase in the tax
under this chapter and chapter 2 for oll taxable years which
would result by decreasing, wn an amount equal to such port of
the recovery so excluded, such deductions allowadle in the prior
taxable years with respect to the destruction or seizure of the
property. Such increase in the tax for each such year so
resulting shall be computed in accordance with regulations
prescribed by the Secretary. Such regulations shall give effect
to previous recoveries of any kind (including recovertes described
in section 22 (b) (12)) with respect to any prior year, and shall
provide for the case where there was no tax for the vrior year,

ut shall otherwise treat the tax previously determined for any
year tn accordance with the principles set forth in section
3801 (d). All eredits allowidle against the tax for any year
and all carry-overs and carry-backs affected by so decreasing
the allowable deductions shall be taken into account in com-
puting the tnerease in the taz, except that the computation of
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the ‘excess profits credit under chapter 2 E for any texable year
shall not be a_gected. N . :

“(O) Gain Upon Recovery.—The amount of any recovery or

part thereaf, in respect of preperty considered under subsection
(@) as destroyed or seized, which ts not excluded from gross
weome under the provisions of subparagreph (B) shall be con-
sidered for the taxable year of the recovery as gain on the involun-
tary conversion of property as a result of its destruction or
setzure and shall be recognized or not recognized as provided
in section 112 (f). , .
- (D) Recoveries Treated as Gross Income for Certain Pur-
poses.—For the purposes of sections 61, 62, and 3801 (b) the
recovery vn the taxable year of any money or property in respect
of property considered under subsection (a) as ([fgstroye or
setzed in any prior taxable year shall be deemed to be an item
wmcludidle in gross income for the taxable year wn which the
recovery s made.

““(4)- RESTORATION OF VALUE OF INVESTMENTS REFERABLE TO
DESTROYED OR SEIZED PROPERTY.—Ior the purpose of this sub-
section the restoration tn whole or in part of the value of any interest
described in subsection (a) (3) by reason of any recovery of money
or property in respect of property to which such interest related and
which was considered under subsection («) (1) or (2) as destroyed
or seized shall be deemed a recovery of property in respect of prop-
erty considered under subsection (a) as destroyed or seized. In
applying paragraph (3) of this subsection such restoration shall be
treated as the recovery of the same interest considered under subsec-
tion (a) as destroyed or seized. ~

“(6) SLLECTION BY TAXPAYER FOR APPLICATION OF PARAGRAPH
(8).—If the taxpayer elects to have the provisions of paragraph, (3)
applicable to any taxable year in which he recovered any money or
property in respect of property considered wnder subsection (a) as
destroyed or seized, the provisions of paragraph (3) shall be appli-
cable to all tazable years of the tazpayer beginning after December
81, 1941, and such election, once made, shall be 1rrevocable. The
election shall be nade in such manner and at such time as the Secre-
tary may by regulations prescribe, except that no election under this
paragraph may be made after December 81, 1962, wnless the taxpayer
recovers money or property (in respect of property considered under
subsection (@) as destroyed or seized) during a taxable year ending
after the date of the enactiment of the Revenue Act of 1961. If pur-
suant to such election the provisions of paragraph (3) are applicable
to any taxable year— , ‘, ,

“(A) the period of limitations provided in sections 276 and
276 on the making of assessments and the beginning of distraint
or a proceeding wm court for collection shall not, with respect
to— . . , .

“(4) the amount to be added to the tax for such taxadle
year under the provisions of paragraph (3), and

“(i1) any deficiency for stich taxable year or for any
other tazable year, to the extent attributable to the basis of
the vecovered -property being determined wnder the pro-
‘visions of subsectron (d) (2?, '
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expire prior to the expiration of two years following the dale
of the making of sucgz election, and such emount and such
eficiency may be assessed at any lime prior to the expiration
of auch period notwithstanding any law or rule of law which
would otherwise prevent such assessment-and collection, and
“(B) in case refund or credit of any overpayment resulting
from the application of the provisions of paragraph (3) to such
taxable year is prevented on the date of the making of such elec-
tion, or within one year from such date, by the operation of any
law or rule of law (other than section 3761, relating to com-
promaises), refund or credit of such overpayment may, never-
theless, be made or allowed if claim therefc))r 18 filed wnthin one
year from such date, :
In the case of any taxable year ending before the date of the making
by the taxpayer of an election under this paragraph, no interest shall
be paid on any overpaymeni resulting from the application of the
;))rovisions of paragrazl)h (8) to such taxable year, and no interest shall
e assessed or collected unth respect to any amount or any deficiency
specified in clause (A), for any period prior to the expiration of
sux months following the date of the making of such election by the
taxpayer.” .
On page 112 of the Senate engrossed amendments strike out line
6 and all that follows through line 17 and insert:

““(2) PROPERTY RECOVERED IN TAXABLE YEAR TO WHICH
_suBsEcTION (¢) (8) 18 aPPLICABLE.~—In the case of a taxpayer who
has made an election under the provisicns of subsection (¢) (6), the
basis of property recovered shall be an amount equal to the value at
which such property is included vn the amount ojq the recovery under
subsection (¢) (3) (A) (determined without regard to the last sentence
thereaf), reduced by such part of the gain under subsection (¢) (3)
(C) whach is not recognized as provided in section 112 (f).”

On pagoe 113, line 2, of the Senate engrossed amendments, strike
out “1940"" and insert 1941
And the Scnate agree to the same,

Amendment numbered 93:

That the Houso recede from its disagreement to. the amendinent of -
the Senate numbered 93, and agree to the samoe with an amendniont
as follows: :

On page 113, line 4, of the Senato ongrossed amondments, strike out
“341” and ingert 3/2; and the Senate agreo to tho samoe,

Amendment numbered 96:

That the Iouse recodo from its disagreomeont to the amendment of
the Senate numbered 96, and agree to the same with an amendment
as follows;

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

SEC. 344. NONBUSINESS CASUALTY LOSSES

(a) REMovar or LiMrrarion.—Section 122 (d) (6) (relating to net
operating loss deduction) is hereby amended by inserting af the end thereof
the following new sentence: *‘This paragraph shall not apply with respect
to deductions allowable for losses sustained after December-31, 1950,
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in respect of property, if the losses arise from fire, storm, shipwreck, or
other casualty, or from theft.” ‘
(0) Errrcrivk Darg.—The amendment made by this section shall be
applicable in computing the net operating loss deduction for tazable years
ending after December 31, 1948,
And the Sonate agree to the same.

Amendment numbered 97:

That the House recede from its disagreement to the amendment of
the Senate numbered 97, and agree to the same with an amendment
as follows: :

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

SEC. 345. ABATEMENT OF TAX ON CERTAIN TRUSTS FOR
MEMBERS OF ARMED FORCES DYING IN
SERVICE. ~

In the case of a trust which accumulated income for « beneficiary who
died on or after December 7, 1941, and before January 1, 1948, while in
active service as @ member of the military or naval forces of the United
States or of any of the other Uniied Nations, theré shall be ellowed as @
deduction vn computing the net vncoine of such trust (in addition to other
deductions allowable under sections 23 and 162 of the Inlernal Revenue
Code) income of the trust for any taxable yeur (before diminution for
mcome tax) which was accumulated for such beneficrary if—

(1) the income accumulated was for a tarodble year of the trust
whaich ended with or within o taxzable year (ending on or after Decem-
ber 7, 1941) of such beneficiary during any part of which he was a
member of such military or naval forces, or, in the case of the tazable
year of the trust during which such izenqﬁciary died, the income
accumulated was for the period in such taxable year prior to the
death of such beneficiary; and '

(2) the amount of such accumulated income was, without regard
to thas section, taxable-to the trust, and

. (8) the income for such taxable year accumulated for the bene-
Jictary, if not distributed to him prior to hie death, was payable by
the trust at or after_his death only to his estate, spouse, or lineal
ancestors or descendants. -

And the Senate agree to tho same.

Amendment numbered 99;

That tho House recedo from its disagreoment to the amendment of
the Senato numboered 99, and agree to the same with an amendmont as
follows:

In liou of the matior proposed to be insorted by the Senate amend-
ment insert the following:

SEC. 346. LIFE INSURANCE DEPARTMENTS OF MUTUAL
SAVINGS BANKS. | a
(@) Compurarion or Tax.—Supplement A of chapter 1 s hereby
amended by adding at the end there'oﬁhe Sollowing new section: ,
“SEC. 110. MUTUAL SAVINGS BANKS CONDUCTING LIFE
INSURANCE BUSINESS, = . P
“(a) ALTERNATIVE Tax.—In the case of a mutual savings bank not -
having capital stock represented by shares, authorized under State law-to
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engage in the business of issuing life insurance contracts, and which con-
ducts a life insurance business mn a separate department the accounts of
which are maintained separately from the other accounts of the mutual
savings bank, there shall be levied, collected, and paid, in lieu of the taxes
imposed by sections 18 and 15, or.section 117 (¢) (1), a tax consisting of the
sum of the partial taxes determined under paragraphs (1) and (2):

“(1) A partial taz computed upon the net income determined
without regard to any ttems of yross income or deductions properly
allocable to the business of the life tnsurance department, at the rates
and in the manner as if this section has not been enacted; and

“(2) a partial tax computed upon the net income (as defined in
section 201 (c¢) (7)) of the life insurance department determined
without regard to any ttems of gross income or deductions not prop-
erly allocable to such department, at the rates and in the manner
provided in Supplement G with respect to life insurance companies.

“(b) Limrrarions or Srecrion.—The promsions of subsection (a)
shall be applicable only if the life insurance department would, if it were
treated as a separate corporation, qualify as a life insurance company
under section 201 (b).” :

(5) Trcunicar AmenpysENT.—Section 18 (relating to normal tax on
corporations) is hereby amended by adding at the end thereof the following
new subsection:

“(fy Muruar, Savines DBanks Conpucring Lire INSURANCE
Busingss.—For special tax, in lieu of the taxes imposed by this section
and section 15, in the case of a mutual savings bank conducting a life
ansurance business, see section 110.” .

(c? Errrerive Dare.—The amendments made by this section shall be
a,p{*l)j'icable only with respect to taxable years beginning after December 31,
1961,

And the Senate agreo to the same.

Amendment numbered 100:

That the House recedo from its disagreement to the amendment of
the Senate numbered 100, and agree to the same with the following
amendments: :

On page 120, line 17, of the Senate engrossed amendments, strike
out “348” and insert 847,

On page 120, line 23, -of the Senate engrossed amondmeonts, strike
out ‘“the taxable year” and insert « taxzable year beginning before
January 1, 1963

And the Senate agree to the sameo,

Amendment numbered 101;

That the House recede from its dissgreement to the amendment of
the Senate numbered 101, and agree to the same with an amendment
as follows;

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

SEC. 348. DEDUCTION WITH RESPECT TO CERTAIN UN-

RELATED BUSINESS NET INCOME.

(@) Unrerarep Busingss Nrr Incomr.—Section i% (a) (relating
to unrclated business net income) is hereby amended by adding at the
end thereof the following: “In the case of an organization described
in section 3813 (a) (2) which is @ member of a partnership all of whose



REVENUE ACT OF 1951 27

members are organizations described in section 3813 (a) (2), if a trade
or business regularly carried on by such partnership is an unrelated
trade or business with respect to such organization, such organization
shall, for tazable years beginning before January 1, 1964, be allowed a
deduction in an amount equal to the portion of the gross income of such
7mrtnershif from such unrelated trade or business which such organvzation
18 required (by a provision of @ written contract executed by such organi-
zation, prior to January 1, 1960, which provision expressly deals with
the disposition of the gross income of the partnership) to ;)ay within the
taxable year in discharge of indebtedness incurred by such organization
m acquaring its share of such trade or business, or to irrevocadly set aside
within the taxable year for the discharge of such indebtedness (to the
extent that such amount has been so paid or set aside) if (1) such partnershiz
was formed prior to January 1, 1950, lfor the purpose of carrying on suc
trade or business, and (i) substantially all the assets used in carrying on
such trade or business were acquired by it or by its members prior to such
date. As used in the preceding sentence, the word ‘indebtedness’ does
not include indebtedness incurred after January 1, 1950.”

() Errrerive Dare.—-The amendment made by this section shall be
applicable with respect to taxable years beginning after December 31, 1960,
and prior.to January 1, 1964, '

And the Senate agree to the same.

Amendment numbered 102:

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

On page 122, line 8, of the Senate engrossed amendments, strike
out “350” and msert 349; and the Senate agree to the samoe.

Amendment numbered 104:

That the House recede from its disagreement to the amendment of
the Senate. numbered 104, and agree to the same with the following
amendments: :

On page 124, line 11, of the Senate engrossed amendments, strike
out ‘“‘contributions—'’ and insert the following: contributions;

On page 124 of the Senate engrossed amendments, after line 11,
insert the following:

“() an organization organized (prior to October 1,
1961) which 1s exempt under section 101 (6) and which is
operated for the purpose of conducting an annual chau-
tauqua program of educational, cultural, and religious
actinties at @ permanent location—

And the Senate agree to the same.

Amendment numbered 107

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

On page 126 of the Scnate engrossed amendments strike ou
“January” in lines 18 and 19 and insert April; and the Senete agree
to the same.
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Amendment numbered 110;

That the House recede from its disagreement to the amendment of
the Senate numbered 110, and agree to the same with the following
amendments: :

*On page 127 of the Senate engrossed amendments strike out
“January” in lines 8, 16, 22, and 23 and insert April

On page 127, line 18, of the Senate engrossed amendments strike
out “April” and insert July

On page 128 of the Senate engrossed amendments strike out
“Januarvy’in lines 6 and 9 and insert April

And the Senate agree to the same,

Amendment numbered 111:

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

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

SEC. 423. REDUCTION OF TAX ON TOBACCO AND SNUFF,

(@) Repverion 1IN RaTE~—Section 2000 (a) (relating to tax on
tobacco and snuff) is hereby amended by striking out ‘18 cents per
pound”, wherever 1t appears therein, and inserting in liew thereof 10
cents per pound”. '

() Itevrcrive Dare—The amendment made by subsection (a) shall
take effect on the first day of the first month which begins more than ten
days after the date of the enactment of this Act.

And the Sgnate agree to the same,

Amendment numbered 118:

That the House recede from its disagreement to the amendment of
the Senate numbered 118, and agree to the same with an amendment
as follows: - -

Restore the matter proposed to be stricken out by the Senate amend-
ment and on page 111 of the House engrossed bill, after line 16, in-
sert: On and after Apiril 1,.1964, the tax tmposed by this section shall be
114 cents a gallon in lLiew of 2 cents a gallon.

And the Senate agree to the same.

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 130, line 18, of the Senate engrossed amendments, strike
out “January’” and insert April; and the Senato agree to the same.

Amendment numbered 122:

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

On page 131, line 1, of the Senate engrossed amendmonts, strike
out “January’”’ and ingert April; and the Senate agree to the same, -
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Amendment humbefed 127:

That the House recede from its disagreement to the amendment
of the Senate numbered 127, and agree to the same with an amend-
ment as follows:

On page 131, line 8, of the Senate engossed amendments, strike
out “January’’ and insert April; and the Senate agree to the same.

Amendiment numbered 128:

That the House recede from its disagreement to the amerdment of
the Senate numbered 128, and agree to the same with an amendment.
as follows: _

On page 131, line 11, of the Senate engrossed amendments, strike.
out “‘January” and insert April; and the Senate agree to the same.

Amendment numbered 129:

That the House recede from its disagresment to the amendment of
the Senate numbered 129, and agree to the same with an amendment
as follows: _

On page 131, line 14, of the Senate engrossed amendments, strike
out “January’”’ and insert April; and the Senate agree to the same,

Amendment numbered 131:

That the House recede from its disagreement to the amendment of
the Senate numbered 131, and agree to the same with an amendment
as follows: ' ' ' . :

On page 132 of the Senate engrossed amendments strike out “Janu-
dry’’ in lines 1 and-8 and insert April; 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: . , ‘

On page 132, line 17, of the Senate engrossed amendments, strike
out “January” and insert April; and the Senato agree to the same,

Amendment numbered 141:

That the Houso recede from its disagreement to the amendment of
the Senate numbered 141, and agree to the same with the following
amendments: : -

On page 133, line 3, of the Senate engrossed amendments, strike
out “444” and insert 464 A ~

On pagoe 133 of the Seuate engrossed amendments strike out “Jan-
uary” in lines 11 and 18 and insert April ‘

On pagoe 133, line 20, of the Senate engrossed amendments, strike
out “February’”’ and insert May ' ‘ ‘ o

On page 134, line 2, of the Senato engrossed amendments, strike
out “‘January” and insert April ’ :

And tho Senate agree to t{m snme,

Amendment numbered 142: _ : _

That tho House recedo from its disagreement to the amendment-of
the Senate humbered 142, and agroe to the same with an amendment-
ag follows: - « | L o

In lieu of the iidatter proposed to be inserted by the Senate amend-
mont insert the following: 466; and the Senate agree to the same.
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Amendment numbered 143:

That the House recede from its disagreemeont to the amoendment of
the Senato numbered 143, and agreo 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: 466; and the Senate agree to the same.

Amendment numbered 151

That the House recedo from its disagreement to the amendment of
tho Senate numbered 151, and agree to the same with the following
amendments: ' ,

On page 135, of the Senate engrossed amendments, strike out ‘452"’
in lines 8 and 13 and insert 462

On page 135, line 16, of the Senato engrossed amendments, strike
out “December 31, 1953 and insert March 31, 196/

And the Senate agree to the same,

Amendment numbered 154:

That the House recede from its disagreement to the amendment of
the Senate numbered 154, and agree to the same with an amondment
as follows: _

In licu of the matter pronosed to be inserted by the Senate amond-
ment insert the following: 46/; and the Senato agree to the same.

Amendment numbered 156:

That the House recede from its disagreement to the amendment
of the Senate numbered 156, and agree to the samo with an amend-
ment as follows: :

In lieu of the matter proposed to be inserted by the Senato amend-
ment insert the following: 461 and 463; and the Senate agreo to the
same. :

Amendment numbered 163: :

That the House recedo from its disagreement to the amendment of
the Senate numbered 163, and agree to the same with the following
amendments:

On page 136, line 18, of the Senate engrossed amendments, strike
out ““461” and insert 471

On page 137, line 5, of the Scnate engrossed amendments, strike
out “461” and ingert 471

And the Senate agree to tho same,

Amoendment numbered 166:

That the House recedo from its disagreomont to the amondment of
tho Scnate numbered 166, and agree to the same with an amendmont
as follows:

On pagoe 1 7, line 13, of the Sonate ongrossed ammondments, strike
out “January’’ and insert April; and the Senate agree to tho same,

Amendment numbeored 167 .

That the House recedo from its disagreemoent to the amendment of
the Sonate numbered 167, and agreo to the same with an amendment
as follows:

On page 137, line 23, of the Senate engrossed amendmonts, strike
out “‘January” and insert April; and the genato agree to the same,
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Amendment numbered 168:

That the House recede from its disagreoment to the amendment of
the Senate numbered 168, and agree to the same with an amendment
as follows: .

On page 138, line 5, of the Senate engrossed amendments, strike out
“January’’ and insert April; and the Senate agreo to the same.

Amendment numbered 172:

That the House recede from its disagreement to tho amendment of
the Senate numbered 172, and agree to the same with an amendment
as follows: - .

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 490; and the Senate agree to the same,

Amendment numbered 173: :

The the House recede from its disagreement to the amendment of
the Senate numbered 173, and agree to tlie same with the following
amendments: .

On page 138, line 19, of the Senate engrossed amoendments, strike
out 473" and insert 483

On page 139, line 7, of the Senato engrossed amendments, strike out
“producer or” and insert producer of

And tho Senate agree to the same.

Amendment numbered 174:

That the House recede from its disagreement to the amendment of
the Senate numbered 174, and agree to the same with the following
amendments: ; ‘

On page 139, line 19, of the Senate engrossed amendments, strike
out ‘474" and insert 484

On page 140 of the Senate engrossed amendments strike out lines
19, 20, and 21 and, in licu thereof, insert the following: 16 per centum,
except that on and after April 1, 1964, the rate shall be 10 per centum;
fishing rods, creels, reels, and artificial lures, baits, and flies; 10 per
centum,”

And the Senate agree to the same.

Amendment numbered 175:;

That the House recede from its disagreemont to the amendment of
the Senate numbered 176, and agree to the same with an amendment
as follows: : ' v

In lieu of the matter proposed to be ingerted by the Senate amend-
mont insert the following: 486; and the Senate agree to tho same,

Amondment nunihered 178:

That the Housoe recede from its disagreemont to the amendment of
the Senate numbered 178, and agreo to the same with an amondment
as follows: ' ‘

In licu of the matter proposed to bo inserted by the Senate amend-
ment insort the following: by striking out “Jilectiic direct motor-driven
fans and air cireulators;” and inserting in liew thereof ‘‘Electric direct
motor-driven fans and air circulators (not of the industrial type): and the
follo}zlving appliances of the household type:”’, (2); and the Senate agree
to the same.
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Amendment numbered 179:

That the House recede from its disagreement to the amendment of
the Senate numbered 179, 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: (8), and on page 139 of the House engrossed
bill, in lines 3 and 4, strike out “and the following appliances of the
houschold type:”; and the Senate agree to the same.

Amendment numbered 181:

That the House recede from its disagreement to the amendment of
the Senate numbered 181, and agree to the same with an amendment
as follows: '

Strike out the matter proposed to be stricken out by the Senate
amendment and omit the matter proposed to be inserted by the
Senate amendment; and the Senate agree to the same.

Amendment numbered 184:

That the House recede from its disagreement to the amendment of
the Senate numbered 184, and agree to the same with ani amendment
as follows:

Restore the matter proposed to be stricken out by the Senate amend-
ment, omit the matter proposed to be inserted by the Senate amend-
ment, and on page 139, line 11, of the House engrossed bill, strike out
“485" and insert 486; and the Senate agree to the same.

Amendment numbered 185:
That the House recede from its disagreement to the amendment of
the Senate numbered 185, and agree to the same with an amendment,

as follows: _ .
In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 487; and the Senate agree to the same.

Amendment numbered 188:

That the Heuse recede from its disagreement to the amendment of
the Senate numbered 188, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment ingert the following: 75; and the Senate agree to the same.

Anmendment numbered 191: ‘ -
T'hat the Houso recede from its disagreement to the amendment of
the Senate numbered 191, 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: 488; and the Senate agree to the same.

Amendment numbered 193: , _
. That the House recede from its disagreement to the amendment of
the Senate numbered 193, and agree to the same with an amendment
as follows: o ; o S

In lieu of the matter proposed to be inserted by the Senate-amend-
ment insert the following: 489; and the Scnate agree to the same.
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Amendment numbered 194:

That the House recede from its dtsagreement to the amendment of
the Senate numbered 194, and agree to the same with an amendment
as follows:

On page 144, line 11, of the Senate engrossed amendments, strike out
“January”’ and insert Apml and the Senate agree to the same,

Amendment numbered 197:

That the House recede from its dlsagreemenb t,o the amcndment of
the Senate numbered 197, and agree to the same with an amendment
as follows:’

In licu of the matter proposed to be inserted by the Senate amend-
‘ment insert the following: 489;and the Senabe agree to the same.

Amendment numbered 198:

That; the House recede from its dlsagreement t,o the a.mendment of
t,hefSﬁanate ‘numbered 198, 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: a producer or zm orter of. gasolme. " The

rovigions of section 3443 sﬁall be applicable to the flocr stocke taz vm, gsed
gy this subsection 8o as-to entitle, subject to all the prozmnons ‘of such
section, (1) any manufacturer or produger to a refund or eredit of such taz
under subsection (a) (1) of such section, and (2) any person pdying such
floor stocks taz to @ refund. or credit thereof where gasoline is by such
person or any other person used or resold | for any of the purposes ‘specified
wn_subparagraphs (p A) ), (u), and (i) of mbscctwn (a) 3 of enwh
section. )

And the Senate agree to the same. '

Amendment numbered 199:-

That, the House recede from its dlsagreement, to the amondment of
the Senate numbered 199, and agree to the same with the following
amendments
page 145 of tho Sepate. engrossed amendments strike .out
“Tanual in Jines 6, 12, and 13 and insert April.

On page 145, line 16, of the Senate engrossed amendments stnke
out “‘April” and insert July

On: page:146; line 9, of the Senate engrossed amendmants strlke
out “January”: and: insert dpril :

‘And the Senate agree to the sa,me

Afnendment niimbered 200:

That the House recede from its dlsa.greement to e amendment ot
thef Sﬁana.te numbered 200, and agree to the same with an amendment
as follows: 1

In lieu of the matter proposed to. & meert,ed by ..ﬁ,hﬁ Sena.be }mend-
ment insert the following:'490; and e Senate egree tq the sanie, ;

Amendment numbered 210: T DR

That, the House recede. £rem ite dxsagr ement to the, emendment of
thef enate numbered. 210, and a.gree to,tt e same. Wl ag, mendmmt _
a8 o ows: - Gk

age 147, line: 10, oftheSenatee ossed_amen enta‘s‘ o

out ! ‘& 7and. mhge; 2; and. t,he\,SpnaI;geTegree to wg;;x !

90547-—451—-—8
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Amendment numbered 211

That the House recede from its disagreement to the amendment of
the Senate numbered 211, and agree to the same with an amendment
as follows: ’

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 493; and the Senate agree to the same,

Amendment numbered 213:

That the House recede from its disagreement to the amendment of
the Senate numbered 213, and agree to the same with an amendment
as follows:

On page 148, line 15, of the Senate engrossed -amendments, strike
out 484" and insert 494; and the Senate agree to the same.

Amendment numbered 214:

That the House recede from its disagreement to the amendment of
the Senate numbered 214, and agree to the same with the following
amendments:

On page 149, line 15, of the Senate engrossed amendments, strike
out 485" and insert 495

On page 149 of the Senate engrossed amendments, after the quota-
tion marks in line 24 insert the following: The determination as to the
applicability of the taz 1mposed by section 3476 in the case of the trans-
portation of any ercavated materal, other than transportation to which
the amendment made by this subsection applies, shall be made as if this
subsection had not been enacted and without inferences drawn from the
Jfact that the amendment made by this subsection is not expressly appli-
cable to the transportation of such other excavated material.

And the Senate agree to the same.

Amendment numbered 215:

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

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 496; and the Senate agree to the same.

Amendment numbered 216:

That the House recede from its disagreement to the amendment of
the Senate numbered 216, and agree to the same with the following
amendments: :

On page 150, linc 8, of the Senate engrossed amendments, strike
out ‘487" and 1nsert 497 :

On page 1560 of the Scnate cngrossed amendments strike out
“January” in lines 15 and 22 and insert April .

On page 151 of the Senate engrossed amendments strike out
“January’ in lines 10 and 18 and insert April

And the Senate agrce to the same.

Amendment numbered 217: ‘

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

‘On page 151, line 22, of the Senate engrossed amendments, strike
out ‘488" and insert 498; and the Senate agree to the same.
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Amendment numbered 219:

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

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

SEC. 501. MAXIMUM TAX FOR NEW CORPORATIONS.
Section 430 (relating to imposition of tax) 1s hereby amended as follows:

(1) By adding at the end of subsection (a) thereof, as amended by
section 121 of this Act, the following: '

“(8) in the case of a corporation for which an amount is determined
for the taxable year under subsection (e), the amount determined under
such subsection.” o

(2) By redesignating subsection (¢) as subsection (f); and

(3) By inserting after subsection (d) the following new subsection:

“(¢) New CORPORATIONS.—

“(1) ALTERNATIVE AMOUNT.—In the case of a taxpayer which
commenced business after July 1, 1946, and whose fifth tazable year
ends ’Z{ltzq%.Jum 30, 1960, the amount referred to in subsection (a)
3 s e—. : '

b “(A) If the taxable year is the first or second taxable year of
the taxpayer, an amount equal to & per centum of the excess
profits net income for the taxzable year, except that if the excess
profits net income exceeds $300,000, the amount shall be the sum
of $16,000 plus the amount determined under subparagraph

(K) % this paragraph. : ;

“(B) If the taza l&gear 18 the third tazable year of the tax-
payer, an amount eg | to 8 per centum of the excess prafits net
wncome for the taxable year, except that ’lbf the excess profits net
income exceeds $300,000, the amount shall be the sum of $24,000
plus the amount determined under subparagraph (X)) of this
paragraph.

“(0) If the taxable year is the fourth taxable year of the tax-
payer, an amount equal to 11 per centum of the excess profite
net income for the taxable year, except that +f the excess profiis

_net income exceeds $300,000, the amount shall be the sum o
$33,000 plus the amount determined under subparagraph (
of this paragraph.

“(D) If the taxable year is the fifth taxable year of the tax-

~payer, an amount equal to 14 per centum of the excess profits
nel income jor the taxable year, except that 'g‘ the excess profits
net income exceeds $300,000, the amount shall be the sum ¢
842,000 plus the amount determined under subparagraph (
of this paragraph. :

“(E) The amount determined under this subparagraph shall

be— :

“@) if the taxable year ends before April 1, 1961, an
amount equal to. 16 per centum of the excess of the excess
profits net income for the taxable year over $300,000.

(43) f the taxable year begins on January 1, 1961, and
ends on December 31, 19561, an amount equal to 17% per
-centum of the excess 03[ the excess profits net income for the
taxable year over $300,000.
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“(1i1) f the taxable year (other than a taxable year de-
scribed in clause (1)) ends after March 31, 1961, an
amount equal to 18 per centum of the excess of the excess
wrofits met income for the taxable year over $300,000. .

“(2) FIRST FIVE TAXABLE YEARS.—For the purpose of this sub-
section— '

“(A) The lazable. year in which the taxpayer commenced
business and the first, second, third, and fourth suceeeding tazx-
able years shall be considered its first, second, third, fourth, and
fifth tazable years, respectively.

“(B) The taxpayer shall be considered to have been in exist-
ence and to have had taxable years for any period during which
it or any corporation described in any clause of this subpara-
graph was in existence, and the taxpayer shall be considered to
have commenced business on the earliest date on which it or any
such corporation commenced business:

““(1) Any corporation which during or prior to the tax-
able year was a party with the taxpayer to a transaction
described in section 446 (9) (2) (A), (B), or (C), deter-
mined as if the date ‘July 1, 1946’ were substituted for
the date ‘ December 1, 1950’ in section 446 (g) (2) (O).

“@1) Any corporation if a group of not moreé than four
persons who control the taxpayer at any time during the
tazable year also controlled such corporation at any time
during the period beginning twelve months preceding their
acquisttion of control of the taxpayer and ending unth the
close of the taxable year; but only if at any time during
such period (and while such persons controlled such cor-
poration) such corporation was engaged in a trade or
usiness substantially similar to the trade or business of
the taxpayer during the tazable year., For the purpose of
this clause, the term ‘control’ means the ownership of more
than 60 per centum of the total combined voting power
of all classes of stock entitled to vote, or more than 60 per
centum of the total value of shares of all classes of stock.
A person shall not be considered a member of the group
referred to in this clause unless during the period referred
to in this clause he owns stock in such corporation at a
time when the members of the group control such corpora-
tion and he owns stock in the taxpayer at a time when the
members of the group control the taxpayer. For the purpose
of this clause, the ownership of stock shall be determined
in accordance with the provisions of section 508, except
that constructive ownershiyp under section 603 (a) (2) shall
be determined only with respect to the individual’s spouse
and minor children. o .
¢ “(411) In case the taxpayer during or prior to the tazable
year was a purchasing corporation (as defined in part IV),
the selling corporation (as defined in such part) whose
properties were acquired in the part IV transaction; but
this clause shall not apgly‘unless or the taxable year or
for any preceding taxable. year .the -conditions of para-
gra;:hs (1), (2), and (3) of section 474 (c) were satisfied
with respect to such transaction.
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“(iv) Any corporation which, under regulations pre-
scribed by the Secretary, is determined by one or more addi-
tional applications of clauses (1) to (ii1) to stand indirectly
in the same relation to the taxpayer as though such corpo-
ration were described in any such clause.

If as of the beginning of December 1, 1950, the adjusted basis
for determining gain upon sale or exchange of tiZe aggregate
assets theretofore acquired by the taxpayer in transactions
described in clauses (1) and (1it) (or acquired in the ordz'nary
course of bueiness in replacement of such assets) and held by &
at such time constituted less than 20 f)er centum of the adjusted
basis for determining gain upon sale or exchange of 1ts total
assets held at such time, then transactions described in such
clauses occurring prior to such date shall be disregarded in
determining the dale as of which the taxpayer shall be considered
to have commenced business.

“(8) Limirarion.—The provistons of paragraph (1) of this
subsection shall not apply to a taxpayer which derives more than
60 per centum of its gross income (determined without regard to
dividends and unthout regard to gains from sales or exchanges of
capital assets) for the taxable year from contracts and subcontracts
to which ihe provisions of title I of the Renegotiation Act of 1961

" (or the provisions of any prior renegotiarton act) are applicable.”
And the Senate agree to the same.

Amendment numbered 220:

That the House recede from its disagreement to the amendment of
the Senate numbered 220, and agree to the same with the following
amendments:

On page 160, line 4, of the Senate engrossed amendments insert,
after ‘‘corporation’’, the following: at the time it renders such services
or assistance

On page 160, line 12, of the Senate engrossed amendments strike
out “renders’’ and insert rendered -

On page 160, line 19, of the Senate engrossed amendments strike out
““constitutes’’ and insert constituted .

On page 161, line 1, of the Senate engrossed amendments strike out
“owns” and insert the following: at the time it rendered such services or
assistance owned :

And the Senate agree to the same,

Amendment numbered 221:

That the House recede from its disagreement to the amendment of
the Senate numbered 221, and agree to the same with an amendment
as follows: - ,, e

On page 161, line 17, of the Senate engrossed amendments strike
out the quotation marks and insert the following: In computing the
average base period net income for such substituted period, the excess
profits met income for January, February, and March of 1950 shall be
computed by use of the ‘weighted excess profits. et income’, as defined in
geetion 435 (¢) (8) (E), for the taxable year in which such months fall.”;
and the Sénate agree to the same.’
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Amendment numbered 222;

That the House recede from its disagreement to the amendment of
the Senate numbered 222, and agree to the same with the following
amendments:

On page 164, line 4, of the Senate engrossed amendments strike
out “regulation” and insert regulations

On page 165, line 4, of the Senate engrossed amendments strike
out the period and quotation marks and insert the following: , and
such monthly excess profits net income shall be tn liew of the monthly
ercess profits net income determined under paragraphs (1) and (2) of
section 462 (b).”

And the Senate agree to the same.

Amendment numbered 224:

That the Houso recede from its disagreement to the amendment of
the Senate numbered 224, and agree to the same with an amendment
as follows:

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

SEC. 506. ADJUSTMENTS FO CHANGES IN INADMIS-
SIBLE ASSETS IN CASE OF BANKS.

- (a) AMeNDMENT oF SEcrion 436 (g).—Section 436 (g) (relating to

net capital addition or reduction) is hereby amended by redesignating

paragraph (8) as paragraph (11) and by adding after paragraph (7)
the following mew paragraph:

"“(8) ADJUSTMENTS FOR CHANGES IN INADMISSIBLE ASSETS IN

CASE OF BANKS.—In the ease of a bank (as defined in section 104)—

“(A) If the increase 1n total assets for the taxable year exceeds
the net capital addition computed without regard to the adjust-
ment under paragraph (1) for an increase in inadmissible
assets, then the et capital addition for the taxable year shall
not be less than the excess of —

“(1) the amount determined under the first sentence of
paragraph (1) over

‘(1) an amount which bears the same ratio to the increase
i inadmaissible assets for the taxable year, determined under
paragraph (6), as the amount computed under such first
sentence bears to the increase in total assets for the taxable
year, ,

“(B) If the decrease in total assets for the taxable year
exceeds the net capital reduction computed without regard to
the adjustment under paragraph (2) for a decrease in inad-
missible assets, then the net capital reduction for the taxable
year shall not be less than the excess of —

“@) the amount determined under the first sentence of
paragraph (2) over
“(1) an amount which bears the same ratio to' the de-
crease in inadmissible assets for the tazable year, deter-
mined under paragraph (6), as the amount computed under
such first sentence bears to the decrease in total assets for
the tazable year.
For the purpose of tgis paragraph, the increase or decrease in total
assets for the taxable year shall be computed in the same manner as
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the increase or decrease in inadmissible assets for the tarxable year is
computed under paragragvh (6), except that such computations shall
be madeé with respect to all assets, whether admissible or inadmissible
assets as defined in section 440.”’

(b) AMeNoMENT OF SEcrioNn /438.—Section 438 (relating to new
capital credit changes) 18 hereby amended by adding after subsection (f)
the following new subsection:

“(g9) ApsusTMENTS FOR INADMISSIBLE ASSETS IN CASE OF BAks.—
In the case of a bank (as defined in section 104), if the increase in lotal
assets for the tazable year (determined in the manner provided in the last
sentence of section 436 (g) (8)) exceeds the net new capital addition com-
puted without regard to the adjustment under subsection (b) for an increase
m inadmissible assets, then the net new capital addition for the taxable
year shall not be less than the excess of the amount determined under the
first sentence of subsection (b) over an amount which bears the same ratio
to the increase vn inadmissible assets for the tazable year, determined under
section 436 (g) (8), as the amount computed under such first sentence
bears to such increase in total assels for the taxable year.”

(¢) AMeNDMENT or SeEcrion 486 (f).—Section 436 (f) (relating to
capital additions in base period) s hereby amended as follows:

(1) By wnserting vmmediately after the word “reduced” in para=
graph (1) thereof the following: *‘ (but not below zero)’. '

(2) By adding at the end of paragraph (1) thereof the following:

“For special rule in the case of banks, see paragraph (6).”

(8) By renumbering paragraph (6) as paragraph (7), and by
culdivhzg ammediately ofter paragraph (6) the following new para-
graph:

“(6) YEARLY BASE PERIOD CAPITAL OF BANKS.—In the case of a
bank (as defined in section 104), the yearly base period capital for
any taxable year shall be determined as follows:

“(A) A tentative yearly base period capital shall be computed
under paragraph (1) without regard to paragraph (1) (A).

“(B) The tentative yearly base pertod capital so determined
shall be reduced by the amount determined under section 440 (b)
(relating to inadmissible assets). For the purpose of this sub-
paragraph, the computation under section 440 (b) shall include
only the daily amounts (described in such section) for the first
day of such taxable year.”

(@) Errecrive Dare or Sussecrion (¢) (8).—The amendment made
b}l{alsubsection (cg (3) (adding a new wvaragraph (6) to section 436 (f))
shall be applicable with respect to taxable years beginning on or after
date of the enactment of this Act, and, at the election of the taxpayer made
in accordance with regulations prescribed by the Secretary, shall be
applicable to all taxable years ending after June 30, 1950.

And the Senate agree to the same.

Amendment numbered 225:

That the House recede from its disagreement to the amendment of
the Senate numbered 225, and agree to the same with an amendment
as follows: ' :

On page 169 of the Senate engrossed amendments strike out lines 9
to 20, inclusive, and insert the following: ,

‘““(9) DECREASE IN INADMISSIBLE ASSETS8.— . :
“(A) E'zoeg:t. as otherwise provided. in su paragragh (B)
(relating to banks), the excess of the amount computed unde
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paragraph (2) (A) or (I3), whichever 13 applicable to the taz-
payer (whether or not any amount is determined under the
first sentence of paragraph (2)), over the amount, if any, com-
puted under the first sentence of paragraph (2) shall be con-
sidered the net capital addition for the taxable year or shall
be added to the net capital addition otherwise determined under
paragraph (1), as the case may be. The amount of the excess
so determined shall be subject to the eaceptions and limilations
provided in paragraph (10).

“(B) In the case of a bank (as defined in section 10}), the
computation under subparagraph (A) shall be made by substi-
tuting for the amount computed under paragraph (2) (A) or (B)
whichever of the following amounts 18 the lesser: _

“() An amount which bears the same ratio to the decrease
i tnadmissible assets as the sum of the equity capital
(as defined in section 437 (0)) and the daily borrowed capital
(as defined in section 439 (b)),each determined as of the
first day of the first tazable year ending after June 30, 1960,
bears to the total assets as of the beginning of such day;

“(i) If paragraph (8) (B) is applicable, the amount
computed under paragraph (8) (B) (m‘f

And the Senate agree to the same.

Amendment numbered 226:

That the House recede from its disagreement to the amendment of
the Senate numbered 226, and agree to the same with an amendment
as follows: :

On pago 172 of the Senate engrossed amendments strike out line
25 an a%l that follows over to and including the period in line 3 on
{)age 173 and insert the following: ‘Government obligations’ means ob-
tgations described in section 22 (b) (4) any part of the interest from
which 18 excludible from gross income or allowable as a credit against
net income; but such term shall include only such obligations as in the
hands of the taxpayer are property described in section 117 (a) (1) (A).;
and the Senate agree to the same.

Amendment numbered 227:

That the House recede from its disagreement to the amendment of
tho Senate numbered 227, and agree to the same with an amendment
as follows: -

On page 175 of the Senate engrossed amendments strike out line 11
and all that follows through line 17 on page 177 and insert the follow-
ing:

“(h) ALTERNATIVE AVERAGE Base Prriop Ner INcoME.—

“(1) ELIGIBILITY REQUIREMENTS.—A- taxpayer which com-
menced business on or before the first day of its base period shall be
entitled to the benefits of this subsection if—

“(A) the aggregate excess profits net income (if any) for the

12 months selected under paragraph (2) (B) is less than 36 per

centum of one-half of the aggregate excess profits net income for

the 2/ months remaining under such paragraph; ond ;
“(B) normal production, oulput, or operalion was inter-

rupted or diminished because of the occurrence, within 12 months

preceding (1) the first day of the 12-month period selected under
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paragraph (8) (B) (¢), or (1) the first day of any period of 6 or
more consecutive months selected under paragraph (2) (Bj (1),

of events unusual or peculiar in the experience of such taxpayer.

This subsection shall have no application unless the taxpayer has
an aggregate ercess pr%ts net income for the 24 months remaining
under paragraph (2) (B). ,

“(2) Compurarion.—If the taxpayer is entitled to the benefits
of this subsection, its average base period net income computed under
this subsection shall be computed as follows:

“(A) By determining under subsection (b) the period subject
to adjustment under this section. For the purposes of sub-
paragraph (B) but not for the purposes of paragraph (1) (B)
such period shall be considered a period of 36 consecutive
months. ’ :

“(B) By selecting from such period whichever of the following
12 months results in the higher remaining aggregate excess
profits net income— ,

“(1) the 12 conseculive months the elimination of which
produces the highest remaining aggregate excess prafits net
mcome, or

“(it) the 12 months which remain after retaining the 24
consecutive months which produce the highest remaining
aggregate excess profits net income. :

“(C) By computing for each of the 12 months selected under
subparagraph (B) a substitule excess profits net income com-
puted under subsection (e).

“(D) By computing the sum of—

“(2) the aggregate of the substitute excess profits net in-
come, as determined under subparagraph (g), for the 12
months selected under subparagraph (B), bui the amount
computed under this clause shall not exceed one-half of
the aggregate excess profits net income for the 24 months
remaining under subparagraph (B), and

“(i?) the aggregate of the cxcess profits net income for
each of the 24 months remaihing under subparagraph (B),
computed in the manner provided by the second sentence
of section 436 (d) (1).

“(I5) By dividing by three the amount ascertained under
subparagraph (D).

““(8) AGGREGATE EXCESS PROFITS NET INCOME.—The ‘aggreqate
excess profits net income’ for any period shall be computed for. the
purposes of this subsection in- the same munner as under sub-
sectron (b).”

And the Scnate agree to the same.

Amendment numbered 228:

That the House recede from its disagreement to the amendment of
the Senate numbered 228, and agree to the same with an amendment
as follows: - . ~ I

On page 178 of the Senate engrossed amendments strike out line 10
and al tﬁat follows through the word “the’’ in:line 11 and insert The;
and the Senate agree to the same,
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Amendment numbered 231:

That the House recede from its disagreement to the amendment of
tlmf %mmte numbered 231, and agree to the same with an amendment
as follows: )

On page 181, line 3, of the Senate engrossed amendments insert,
after “Commission or”, the following: if the rates for such furnishing
or sale are subject; and the Senate agree to the same.

Amendment numbered 234:

That the House recede from its disagreement to the amendment of
the Senate numbered 234, and agree to the same with an amendment
as follows:

On page 183 of the Senate engrossed amendments strike out line 15
and usl that follows through line 21 on page 184 and insert the
following: B

“(1) The adjusted basis of the taxpayer’'s total facilities (as
defined in section 444 (d)) as of the beginning of its base period
(when added to the total facilities at such time of all corporations
with which the taxpayer has the privilege under section 141 of filing
a consolidated return for its first taxable year under this subchapter)
did not exceed $10,000,000; -

“(2) The basis (unadjusted) of the tarpayer’s total facilities (as
defined in section 444 (d)) at the close of its base period was 260
per centum or more of the basis (unadjusted) of its total facilities
at the beginning of its base period;

“(8) The percentage of the taxpayer’s aggregate gross income
which was from contracts with the United States and related sub-
contracts was (A) at least 70 per centum. for the period comprising
all taxable years beginning after December 31, 1941, and ending
before January 1, 1946, (B) less than 20 per centum for the period
comprising all tazable years ending after December 31, 1946, and
before January 1, 1960, and (C) less than 20 per centum for the
pertod comprising all taxable years ending after gece’mber 31, 1949,
and beginning before July 1, 1960; and

“(4) The average monthly excess profits net income of the tax-
payer (compuled in the manner prom’éed in section 443 (e)) for—

“(A) the period comprising all taxadble years ending with
or within the last 24 months of its base period, and
“(B) the last taxable year ending before the first day of its
base period,
are each 300 per centum or more of the average monthly excess
profits net income (so computed) of the taxpayer for the period com-
prising all tazable years ending with or within the first 24 months
of its base period.” .
And the Senate agree to the same,

Amendment numbered 235:

That the House recede from its disagreement to the amendment of
the Senate numbered 235, 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:
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SEC, §17. BASE PERIOD CATASTROPHE. :
Section 469, as added by section 516 of this Act, is hereby amended- by
adding (Z“ter subsection (a) thereof the following new subsection:
““(b) Base PERIOD CATASTROPHE.—

“(1) ELIGIBILITY REQUIREMENTS.—A taxpayer shall be entitled
to the benefits of this subsection only if it was engaged throughout its
base period primarily in manufacturing and 4f— :

“(A) the tazpayer suffered during the last thirty-siz months
of its base period a catastrophe by fire, storm, explosion, or other
casualty which destroyed or rendered inoperative a production
Jacility constituting a complete plant or plants having in the
hands of the tazpayer immediately prior to the catastrophe an
adjusted basis equal to 16 per centum or more of the adjusted
basis of all the taxpayer’s production facilities at such time;

“(B) as a result of such catastrophe the taxpayer’s normal
production or operation was substantially interrupted for a
period of more than twelve consecutive months; and

“(C) the taxzpayer, prior to the end of its base period, re-
placed such production facility with a production facility which
at the end of its base period had in its hands an adjusted basis
not less than the adjusted basis immedeately prior to the catase
trophe of the production facility destroyed or rendered inoperative;

“(2) Compurarion.—The tazpayer's base period met income
determined under this subsection shall be the amount computed
under subparagraph (A) or the amount computed under subpara-
graph (B), whichever results in the lesser tax under this subchapter
Jor the taxable year for which the tax 1s being computed:

“(A) The amount computed under section 436 (d) by sub-
stituting for the excess profits net income for each month in the
taxable year in which the catastrophe described in paragraph
(1) occurred an amount equal to the aggregate, divided by the
number of months in the base period preceding such tazable
year, of the excess profits net tncome for each month (computed
under section 436 (d) (1)) in the base period preceding such
tazable year. The average base period net income computed
under this subparagraph shall, for the purpose of section 436
(@) (1) (B), be considered an average base period net income
determined under section 436 (d).

“(B) The amount computed under section 436 (e) (2) (@) (3)
and (12).” :

And the Senate agree to the same.

Amendment numbered 236:

That the House recede from its disagreement to the amendment of
the Senate numbered 236, and agree to the same with the following
amendments: )

On page 187, line 16, of the Senate engrossed amendments insert
after the semicolon the following: and

On page 188, line 2, of the Senate engrossed amendments insert
after tKe semicolon the following: and et '

On page 188, line 9, of the Senate engrossed amendments strike out
“consolidation began; and” and insert the following: operations were
consolidated; or .
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On page 188, line 21, of the Senate engrossed amendments strike
out ‘“‘consolidation began’” and insert the following: operations were
consolidated ,

On page 188, line 23, of the Senate engrossed amendments insert
¢ "ter the period the following: In determining such excess amount
proper adjustinent shall be made for increase in laéqor costs and newsprint
following such consolidation. Proper adjustment shall also be made
for any case in which a taxable year referred to in this subsection is a period
of less than twelve months.

And the Senate agree to tive same.

Amendment numbered 237:

That the House recede from its disagreement to the amendment of
the Senate numbered 237, 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. 519. TELEVISION BROADCASTING COMPANIES.

Section 469, as added by sections 616 to 618 of this Act, is hereby
amended by adding after subsection (c) thereof the following new sub-
seclions:

- “Ad) Terevisiox Broancasring COMPANIES.—

“(1) IN aeNErRAL.—In the case of a taxpayer engaged in the
business of television broadcasting throughout a period beginning
before January 1, 1951, and ending with e close of the tazable year,
the tazpayer's average base pertod net income determined under this
subsection shall be the wmount computed under paragraph (2) or
(3), whichever is applicable.

“(2) Ir ENGAGED IN TELEVISION BROADCASTING AT CLOSE OF
BASE PERIOD.—If the taxpayer was engaged in the business of tele-
viston broadcasting at the close of its base period, the average base
period net tncome compuled under this paragraph shall be computed
as follows:

“(A) If the taxpayer was engaged during its base period in
any business or businesses other than telewision broadcasting,
by computing the average base period net income under section
486 (d) for such other business or businesses .(determined
without regard to income, deductions, losses, or other items attri-
butable to the television broadcasting business).

“(B) By multiplying such part of its total assets (as defined
e section 442 (f)), for the last day of its base period, as was
attributable to the television broadeasting business by—

“) the base period rate of return determined under
section 447 (c) for the industry -classification which
includes radio broadeasting, or -

“(21) 1f the taxpayer was engaged during its base, period
e the business of radio broadeasting, its individual rate
of return computed under paragraph (4), ‘ .

whichever rate of return produces the greater average base
period net income wunder this subsection. If the amount com-
puted under this subparagraph is computed: by- the use of the
rate of return specified in clause (i), ti:e amount so computed
shall be reduced by an amount equal to such portion of the
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total interest paid or incurred by the tazpayer, for the period (Z
12 months following the close of ils base period, as s atiributab
to s telemsion broadcasting business.

“(C) By adding the amount computed under subparragra}h
(B) to the amount, if any, computed under subparagraph (A).

““(8) COMMENCING TELEVISION BROADCASTING AFTER BASE PE-

RIOD AND BEFORE 1961.—If the taxpayer acquires s television

broadeasting business after the close of its base period and before

January 1, 1961, the average base period net income computed

under this paragraph shall be computed as provided in paragraph

(2), except that— _

“(A) the applicable rate of return under paragraph (2) (B)
shall be multiplied by such part of its total assets (as defined in
section 442 (ﬁ), for the last day of the calendar month 1n which
it first engaged wn such business, as was attributable to such
business, and .

“(B) the reduction specified in the last sentence of paragraph .
(2) (B) shall, if applicable, be equal to such portion of the total
wnterest paid or incurred by the taxpayer, for the period of 12
months following the month in which it first engaged in such
business, as 1s attributable to such business. .

“(4) INDIVIDUAL RATE OF RETURN.—The individual rate of

return shall be computed as follows:

“(A) By determining the amount of the taxpayer’s total
assels (as defined in sectron 442 (f)) attributable to the business
of r‘a((iiio broadcasting for the last day of each month in its base
period, . : .

‘“(B) By computing the aggregate of the omounts ascertained
under subparagraph (A) and dividing by 48. . . . - ..

“(C) By computing for each month in the base period the
excess profits met income of the ‘radio broadcasting business
(determined without regard to income, deductions, losses; or
other items attributabdle to any other business), by adding such
amounts for all of ‘the months in the ‘base. petiod, - angd by
dividing by 4. - SIS IR P

“(D)" By dividing the amount computed under su%paragraph
(C) by the amount computed under subparagraph (B).. .

4(6) RUuLES FOR APPLICATION 'OF ‘SUBSEOTION.—= ' ..

. [“(A) For the purpose of sectionw 436 (a)(1 ) (B), an dverage
base period net wncome determined under this>subsection. shall
be congsidered an average base -period net ‘income determined
under-section 436 (d); but, in computing the'bise period capital
addition under section 436°(f), the computations wnder: such
sectron shall be adjusted, ‘under- requlations prescribed by the
Secretary, so as to exclude therefrom wems attributable to the.
television broadcasting business,. = = - - o

“(B) If any part of the total assets referred to in paragraph
'(2) (B) or paragraph (3) (A), whichever s ‘applicable, were
acquired, directly or_indirectly, through the wsé of>assets at-

tributable at any time. during the ‘base:period to:d. business of
the tazpayer other: than television broadcasting, the amount
deterinined under paragraph: (2) '(A) shall be properly adjusted
by eliminating from the excess profits net income (computed for
the purpose of paragraph (2) (A)).for each'month prior to such
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acquisition such portion thereof as 18 attributable to the assets
usged, directly or indirectly, for such acquisition. For the pur-
pose of this subparagraph, the excess profits net income for any
month shall be attributed to such assets on the basis of the ratio,
as of the beginning of the day of the acquisition, of such assets
to total assets (as defined in section 442 (f)) determined with-
out regard to assets attributadle to the.television broadcasting
business.

“(C) The Secretary shall by regulations prescribe rules for
the application of this subsection, including rules for the com-
putation of the taxpayer's net capital addition or reduction.

“©6) Apprication oF PART. 11.—The Secretary shall prescribe
regulations for the application of Part Il for the purpose of this
subsection wn the case of an acquiring corporation or a component
corporation in a transaction described in section 461 (a) which
occurred prior to January 1, 1961,

““(¢) Basts or Assers.—For the purposes of this section, any refer-
ence to the adjusted basis of property or to the basis (unadjusted) of
property means the adjusted basis or the basis (unadjusted), as the case
MX be, for determining gain upon sale or exchange.”

nd the Senate agree to the same.

Amendment numbered 238:

That the House recede from its disagreement to the amendment of
the Senate numbered 238, 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. 520. INCREASE IN CAPACITY FOR PRODUCTION OR
OPERATION.

Section 444 (f) (relating to increase in capacity for production or
operation) 18 hereby amended to read as follows;
“(f) RuLes ror APPLICATION OF SECTION.—

“(1) The benefits of this section shall not be allowed unless the

t/:f?p%y)er makes application therefor in accordance with section
e).

“(@) If, during s first taxable year ending after June 30, 1950,
the taxpayer completed construction of (including the installation of
the machinery or equipment for use in) a factory building or other
manufacturing establishment, such factory building or other manu-~
Jacturing establishment and such machinery or equipment shall, for
the rgzse of determining whether there is an increase in capacity
under the provisions of subsection (b), be considered to have been
added to its total facilities on the last dcy of its base period yf—

“(A) the taxpayer, prior to the end of its base period, had
completed construction work representing more than 40 per
centum of the total cost of construction of such factory butlding
or other manyfacturing establishment, and

“(B) the completion of such factory building or other manu-

~ facturing establishment was in pursuance of a %n to which the
tazpayer was committed prior to the end of its base period. '
This paragraph shall not apply in determining the amount of the
taxpayer's total assets for the purpose of subsection (c).”
And the Senate agree to the same.
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Amendment numbered 239:

That the House recede from its disagreement to the amendment of
the Senate numbered 239, 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. 521. EXCESS PROFITS CREDIT BASED ON INCOME
‘ IN CONNECTION WITH CERTAIN TAXABLE
ACQUISITIONS. ,

(@) GeNErAL Rune—Subchapter D (relating to the excess profits tax)
of chapter 1 is hereby amended by inserting immediately following section
472 the following new part: '

““Part IV—Excess Profits Credit Based on Income in Connection
With Certain. Taxable Acquisitions Occurring Prior to
December 1, 1950.

““SEC. 474. EXCESS PROFITS CREDIT BASED ON INCOME—
_ CERTAIN TAXABLE ACQUISITIONS.
“(a) DeFiNITIONS.—FOr the purpose of this part—
(1) PurcrasiNg corPORATION.—The term ‘purchasing corpora~
tton’ means a corporation which, before December 1, 19560, acquired—
“(A) In a transaction other than a transaction described in
section 461 (a), substantially all of the properties (other than
cash) of another corporation, of a partnership, or of a business
owned by a sole proprietorship; or ‘ . ‘
‘“(B) Properties of another corporation or of a partnership
if (1) such properties constituted, immediately prior to the
acquisition, substantially all of the properties (other than cash)
of one or more separate businesses of such other corporation or
such partnership, (i) such other corporation or such partner-
ship ms;z:gzg in one or more geparate businesses other than
those described in clause (i), and (iti) substantially all of the
properties (other than cash) of such other corporation or such
partnership were_acquired, in mf:rrt_herance of a single plan of
complete liquidation for such other corporation or such partner-
ship, by the purchasing cog:gmtion, and by one or more other
persons, in transactions other than transactions described in
_section 461 (a). B
“(2) Serrinag .corporaTION.—The term ‘selling corporation’
means a corporation, a partnership, or a business owned by a sole
roprietorshap, as the case may be, properties of which were acquired
gy a_purchasing corporation in a transaction described in para-
graph (). R T » o
“(8) Parr 1v rzansacrion.—The term ‘part IV transaction’
means a transaction described in paragraph (1). o
‘“(b) AvEraee Bask Periop NEr INcomk or Purcmasing Coz-
porATION —The average base period net income of a furchamng Corpora~
tion, if computed with reference to this part, shall be determined under
secton 436 (d). The average base period net income under section
436 (d) of a purchasing corporation shall be determined by computing
18 excess profits net income either with or without reference to this part,
whichever produces: the lesser tax under this subchapter for the tazable
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year for which the tax is being computed. If comimted with reference to
this part, the excess profits net income of a purchasing corporation for
any month of its base period shall be its excess profits net income (or
deficit therein), computed without reference to this part, and increased or
decreased, as the case may be, by the addition or reduction resulting from
wncluding — -

“(1) In the case of a transaction described in subsection (a) (1)
(A), the excess profits net income (or deficit therein) for such month
of the selling corporation, or

“(2) In the case of a transaction described in subsection (a) (1)
(B3), the excess profits net income (or deficit therein) for such month of
the selling corporation properly attributable to the business or busi-
nesses acquired by the purchasing corporation and properly allocable
to such purchasing corporation. v

The excess profits met income of a purchasing corporation for any
%nth, recomputed as provided in the previous sentence, shall not be less
than zero.

“(c) Limirarions.—1his part shall apply only if each of the follow-
ing conditions is satisfied: _

“(1) The selling corporation (A) did not, after the part I'V trans-
action (or the last transaction described in subsection (a) (1) (B)),
continue any business activities other than those incident to its com-

lete liquidation, and (B) within @ reasonable time after ceasing
usiness activities, completely liquidated in a transaction other than
a transaction described in section 461 (a), and ceased existence.

“(2) -During so much of the base period of the purchasing corpora-
tion and of the period thereafter as })recede( the part IV. transaction,
the. properties acquired in the part IV transaction were substantially
all of t}w properties (other than cash) which weére used, ¢r which in
the ordinary course -of business replaced properties wsed, by the
selling corporation (or by a component corporation, as, defined in
section 461 (b), of such selling corporation) ¥n the production of the

- excess profits net income (or deficat therein). which under. subsection
(b) increases or decreases the éxcess praofits net income of the purchas-
ng cor&)mtion. " For the Z’W‘POSG of this paragraph, if @ business
tn the hands of both the selling corporation and the purchasing cor-
{zomtz'on_ was operated under a substantially identical franchise or
icense, granted by the same person, such franchise or licenise skall be
deemed acquired by’ the purchasing corporation from the selling
corporation. - . . e ey

“(8) The business or businesses acquired in,the part IV transac-
tion (including the properties so acquired or properties in réplace-
ment thereof)rwere operated by the purchasing corporation from the
date of such transaction to the end ‘o{éth‘e taxable year or were trans-
Jerred during the taxable year by the purchasing corporation in @
partl ]gg&ameaction to which the provisions of section 462 (b).(4) are
appe . . . , , L Lo

“(d) Specrar RyLgs.— . =~ . 0T

“(1) Forthe purzl;loee of subsection (a) (1), the properties of a sell~
ing corporation shall be considered to have been acquired by a pur-

chasing corporation only if acquired from— -

“(A§ such selling corporation,or - 1

“(B) persons who received the properties upon the liguidation
of such selling corporation and who forthwith transferred such

P I
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-properties to the: purdumng corporatwn mna tramactwn other
_than a transaction described in section 461 (a).

“(2) The computatwns required by this part in the case of a sell-
ing corporation which is a pdrtnership or.a busiress owned by a sole
proprietorship shall be made, under re ions prescribed by the
Secretary, as if such partnership or such business owned by a sole
proprietorship had been a corporation..

“(8) In no case shall more than 100 per centum of the excess
profits net income (or deficit therein) Jor any month of a selling
corporation be allocated to the purchasing corporation or, in the
case of transactions described in subsection (a) (1) (B), to the several
persons (or to any one or more of such persons) receiving the prop-
erties of such selling corporation in such transactions.

“(e) SuccessiVvE TRANSACTIONS.— -

“(1) PART IV TRANSACTION FOLLOWING PART IV TRANSAC-
r1oN.—In the case of a selling corporation which was a ;Zurchasmq
corporation in a previous part IV transaction, or whic acquired
properties of a purchasing corporation in a transaction fo which
section 462 (b) (4) 1s applicable, the computations under this part
with respect to the selling corporation shall be made wzthout regard
to the previous part 1V transaction. :

“(2) PART IV TRANSACTION 'FOLLOWING PART II TRANSAC-
110N .~—Subject to the promswns of paragraph (1), in the case of a
selling co })omtum ‘whach was an acquiring corporation as defined in
section 461 (a) in a previous transaction, 1ts excess profits net income
(or deficit therein) which increases or decreases the excess profits net
income (or de t therein): of the purchasing corporation under sub=
section(b) (1) or’ (2), and its capital changes which are taken nto
account under thw part in ‘determining the capital cha n;]es of the
purchasing corporation, shall ‘be: determined with the application of
the rules of part IT to woh selhng corparatwn untk respéct to the
part II transaction. -

‘““(3) PART II TRANSACTION FOLLOWING FART IV ruzvswwom
‘For tules applicable in the cdse of o part 11 transaction following a
‘ part V. transgetion; see sections 462 (b) (4)y 468 (0); and 464 (c).

() REGUL AT 0N S~ The Sectétdry shall- regulatwns rescribe rules
Jor tmlapplwatwn of thw part Such requlatwns shall iné ude tM s follow-
YINER! Y '.=: xw\..\\
" “ 1 B,wt *pmrop d.u»num ADDITION ~—~Rules (consutam with
aﬁi ‘of section 464) {g\; the determination of the.base period
wpual dition of ‘the: pur ng corpomeion by v eremoe‘ to the
capital‘*changes oj the‘ sellmg corpémtwn and' of t purchaemg‘
‘ oratwn\ ‘\\ AR (R vty X“H ERANTOES
, ?(2) ‘Ngr' OUPITAD: ADDM'ION ‘OB uwormm-h-\R'ules \(com;stent
wuh the: principles of section 46 for the: determination  of  the net
» addum or Vreduction . of' chasing: dorporation by
re ar htg thé capital chamyes of the‘ee mg coﬂpordtwﬂ ana oj the
~. corpowm VDN Y b S HS\! \H\{ E
: “ (8 “EXORS8-PROFITS NET mcomr.wRulee (conmtmt mth the
-'pmnmziles of . section) 468" (12)  for 'the' determination: thc ‘amount
of exeess profits net income (or defi ' therein): ofthcsce wi-poraf-

‘ton ble to. the business or businesses acquired by))a
‘corporation in a-transaction deambed tn subsection (@ (gw(B) and
properly allocable to such purchasing corporation.

90547—51——4
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“(4) DuprLicarioN.—Rules for the application under this part of
the princiﬁles of section 462 (j) (1) and the other provisions of
part I relating to the prevention of duplication.

“(6) Excrss PROFITS CREDIT.—In the event that the part IV
transaction occurred in a taxable year of the purchasing corpora-
tion which ended after June 30, 1960, rules (consistent with the
principles of section 462 (3) (2)) for the determination of the excess
profits flredz't of such corporation for the year in which the transaction
occurred, :

Such rules shall not include the principles of section 461 (c) (relating to
the excess profits credit of the component corporation), of section 462 (b)
(2) (relating to constructive excess profits net income for months during
which a corporation was not in existence), of section 462 (I) (relating to
minimum average base zem‘od net income in the case of certain acquiring
corporations), or of such other provisions of part I as relate to sections
486 (€), 442, 443, 444 446, or 446.”

(b) TEcuNICAL AMENDMENTS.— ‘

(1) Section 436 (a) (3) (relating to amount of excess profits
credit) is hereby amended by inserting before the period at tlzz:z end
thereof the following: *“, and wn the case of certain tazable acquisitions,
see part IV of this subchapter”.

(2) Section 461 (relating to definitions under part IT) 18 amended
by inserting at the end thereof the following new subsections:

“(g) CompoNenT CorrorATION WHIcH Was 4 Purcrasing Cor-
PORATION IN A PrEvious TRANsacTIoN.—See section 462 (b) (4) for
rules applicable if the com})onent'corpomtion was a Vpurchaeing corpo-
ration (as defined in part I'V) in a previous part IV transaction, or if
(a8 an acquiring corporation in a previous part II transaction) it was
subject to the provisions of section 462 (b) (4). :

““(h) DerinirioN oF Parr II Transacrion.—For the purpose of
this subchapter, the term ‘part IT transaction’ means a transaction de-
scribed in section 461 (a). . - :

(8) Section 462 (b) (relating to the method of recompuling the
‘excess profits net income of an acquiring corporatron under part 1)
18 here%hamended by adding at the end thereof the following new
paragraph: ' 4 :

“4) If the avercbqe base period net income of the aoqm‘rin% corpo-
ration is determined under section 436 (d) with reference to this sub-
section, and if the provisions of section 474 (b) (relating to the com-
putation of excess profits net income in the case of certain purchasing

corporations) were applicable to the component corporation imme-
diately prior to the part 11 transaction (or would have been applicable
if such part II transaction had cccurred in a taxable year ojp com-
ponent corporation ending after June 30, 1960), then the excess
profits net income (or deficit therein) of the component corporation
shall, for the purpose of this subsection, be delermined with the
ag)plication of the provisions of section 474 (b). For the purpose of
this paragraph, if a component corporation was an acquiring corpo-
ration in a previous part II transaction and, immediately prior to
the later part I1 transaction, the provisions of this paragraph were
applicable to such component corporation, its excess profits net income
(or deficit therein) shall be determined with the application of the
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provisions of the preceding sentence. This paragraph shall be
applicable to an acquiring corporation only if— PR

“(A) the propertwes acquired by the acquiring corporation
Jrom the component corporation include su stantially.all of the
properties (other than cash), or properties acquired wn the ordi-
nary course of business in the replacement of properties, which
the component corporation acquired either from the selling
corporation in the part IV transdction or from a previous com-
ponent corporation subject (immediately prior to such acquisi-

~ tion) to the provisions of this paragraph.

“(DB) the business or businesses acquired by the acquiring cor-
poration were operated by the acquiring corporation from the
date }f such transaction to the end of the taxable year or were
transferred during the taxable year by the acquiring corporation
wn a part 11 transaction to which the provisions of this para-
graph are applicable; and .

“(0) in the event that the part 11 transaction i8 one described
wn section 461 (a) (1) (E), the provisions of section 462 (i) (6)
are satisfied.” o ' ‘

(4) Section 462 (i) (6) (relating to allocation rulés in the case of
transactions described in section 461 (a) (1) (E)) i8 hereby amended
by adding at the end thereof the following: “Notwithstanding the pro-
msions of par«quaph (1), +f an acquiring corporation in a trans-
action described in section 461 (a) (1) (E) determines ils average
base' period net income under section 435 (d) by recomb?wting us
excess profits net income under the provisions of section 462 (b) (4),
the amount of the component corporation’s excess profits net income
for any mouth which shall be taken into account by the acquiring
corporation shall be such portion of the component corporation’s
excess profits net income for such month as 18 determined on the
basis of the earnings experience of the assets transferred and the
assets retained by the component corporation.”’ :

(6) Section 463 (relating to capital changes) is amended by insert-

ing at the end thereof the following new subsection.:

“(c) CosmponxNT CorPoRATION WHICHE WiS 4 PUurcHAsING Corpo-
RATION IN A PREvIous TrANSAcTION.—The Secretary shall provide by
regulations for. the application of this section in cases to which section
462 (b) (4) 18 applicable.” , ' ' o ‘

(6) Sectron 464 (relating to capital changes during the base
pezwd) 18.amended by inserting at the end thereof the following new
subsection: ' . A .

“(c) The Secretary shall provide by regulation for the aﬁflicqtion of
this section in cases to which section 462 (b) (4) is applicable.”

And the Senate agree to the same, -

o/

Amendment numbered 240: -

That the House recede from its disagrebmént. to the amendment of
thef Slclanate numbered 240, and agree to the same with an amendment
as follows: e B o ' ~

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: ' '
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SEC. 522, STRATEGIC MINERALS.

Section 460 (b) (1) (relating to corporations engaged in mining of
strategic minerals) w hereby amended by inserting after ‘“‘chromite,” the
following: ‘“‘bauxite,”

And the Senate agree to the same.

Amendment numbered 241:

That the House recede fram its disagreement to the amendment of
the Senate numbered 241, and agree to the samo with an amendment
as follows:

On page 199, line 16, of the Senate engrossed amendments strike
out “510” and insert 506 (d); and the Senate agree to the sane.

Amendment numbered 245:

That the House recede from its disagreement to the amendment of
the Senate numbered 245, and agree to the same with the following
amendments:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insort the following: or to the benefit of a hospital, or an institution
for the rehabilitation of physically handicapped persons, which maintains
or 18 building for proper maintenance a hospital or institution staffed or
to be staffed by ualified professional persons for the treatment of the sick
and/or the rehabilitation of the physically handicapped,

On page 150, lino 25, of the House bill strlko out the quotation
marks and insert the followmg The determination as to whether an
organization other than one described in this subsection is exempt under
section 101 of the Internal Revenue Code from taxation for any taxable
year beginning before January 1, 1951, shall be made as if this subsection
and section 301 (b) of this Act had not been enacted and without inferences
drawn from the fact that this subsection and the amendment made by
gection 301 (b) are not expressly made applicable with respect to taxable
years beginning before January 1, 1961.” ,

And the Senate agree to the same.

Amendment numbered 246:

_ That the House recede from its dlsaglxl'eement to the amendment of
;hﬁ Senate numbered 246, and agree to the same with an amendmenb as
ollows:

Strike out the matter proposed to be stmcken out by the Sena.te
amendment and insert the following: -

SEC. 602. EXCESS PROFITS CREDIT BASE'D ON INCOME

(a) PERCENTAGE OF AvERAGE Basg Prriop NET INCOME Taxen
Into Accounr.— .

(1) In GENERAL. -Paragraph (1). (A), and pamgmph (2; of
section 436 (a) (relating to excess profits credit based on income) are
each amended by stmlczng out “85 per centum” and inserting in lieu
thereof ‘83 per centu

(2) TAXABLE YEARS BEGINNING BEFORE JANUARY I, 195 AND
ENDING AFTER DECEMBER 31, 1961.—Section 435 (a) is ﬁereby
amended by adding at the end thercoj the following new paragraph:

“(4) TAXABLE YEARS BEGINNING IN 1951. AND ENDING IN ‘1868.—
In the case of a tazable year beginning before January 1, 1952, and
ending after December 31, 1951, there shall be vsed, for the purposes
of paragraph (1) 4) and paragraph @), in leu of 86 per centum



REVENUE ACT OF 1651 53

o} the average base period net income, an amount equal to the sum
‘““(A) that portion of an amount equal to 85 per centum of the
average base period net income which the number of days in
such tazable year prior to January 1, 1968, bears to the total
number of days in such taxable year, plus
“(B) that portion of an amount equal to 83 per centum of the
average base period net income which the number of days in
such tazable year after December 81, 1961, bears to the total
number of days in such tazable year.” - - o
(bZ Errecrive Dare.—The amendments made by subsection ga)
;i}AdI gg Iapplicable only with respect to tazable years ending after December
, .
And the Senate agree to the same.

Amendment numbered 247: :

That the House recede.from its disagreement to the amendment of
the Senate numbered 247, and agree to the same with the Tollowing
amendments: _ B

On page 200, line 13, of the Senate engrossed amendments strike
out “602” and insert 603 . S

On page 201 of the Senate engrossed amendments strike out lines
15 to 25, inclusive, and insert the following: i ,

“(A) shall not, with respect to any such taz, exceed an amount
which bears the same ratio to thé amount of such tar actually
_paid to such foreign country as the value of property which ig—
“(1) situated within such foreign country,
“(i1) subjected to such tax, and
' “(r) tncluded in the gross estate ‘
bears to the value of all property subjected to such taz; and
“(B) shall not, with respect to all such taxes, excced an
amount which bears the same ratio to the tax imposed by
section 810 - : S o

On page 202, line 14, of the Senate engrossed amendments strike
out ‘“‘taxes’” and iusert tax _ . L

On page 205 of the Senate engrossed amendments strike out all
?fltler line 23 over to and including line 12 on page 206 and insert the
ollowing: e o
& ‘“(A) For the purposes of paragraph (2) (A), ‘such tazes

paid to the foreign country’ shall, with respect to any tax paid

to the {dreigh country, be the amount computed -under: section

813 (¢) (2) (A). DR Rt :
And the Senate agree to the same.

Amendment numbered 248: R

That the House recede from its disagreement to the amendment of
thef Slti:sqate numbered 248, and agreé to the same with an amendment
as followd: T L

In lieu of the matter prog)osed to be inserted by’ the Senate amend-
ment insert the following: 604; and the Senate agree to'the same.:
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Amendment numbered 249:

That the House recede from its disagreement to the amendment of
the Senate numbered 249, and agree to the same with an amendment
as follows:

On page 208, line 21, of the Senate engrossed amendments, strike
out ‘604"’ and insert 606 ; and the Senate agree to the same.

Amendment numbered 250:

That the House recede from its disagreement to the amendment of
the Senate numbered 250, and agree to the same with an amendment
as follows: )

On page 209, line 14, of the Senate engrossed amendments, strike
out “605” and insert 606; and the Senate agree to the same.

Amendment numbered 251:

That the House recede from its disagreement to the amendment of
the Senate numbered 251, and agree to the same with an amendment
as follows: '

On page 210, line 14, of the Senate engrossed amendments, strike
out ‘606" and insert 607; and the Senate agree to the same.

Amendment numbered 252:

That the House recede from its disagreement to the amendment of
the Scnate numbered 252, and agree to the same with an amendment
as follows:

On page 211, line 2, of the Senate engrossed amendments, strike
out “607”’ and insert 608; and the Senate agree to the same.

Amendment numbered 253;

That the House recede from its disagreement to the amendment of
the Senate numbered 253, and agree to the same with an amendment
as follows:

On page 211, line 9, of the Senate engrossed amendments, strike
out 608" and insert 609; and the Senate agree to the same,

Amendment numbered 254:

That the House recede from its disagreement to the amendment
of the Senate numbered 254, 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:

SEC. 610. REVERSIONARY INTERESTS IN CASE OF LIFE
INSURANCE.

If refund or credit of any overpayment resulting from the (bpplication
(I)f section 6503 of the Revenue Act of 1960 was prevented on October 26,
950, by the operation of a,ng law or rule of law (other than section 3760
of the Internal Revenue Code, relating to closing agreements, and other
than section 3761 of such code, relating to compromises), refund or. credit
o{e such overpayment may, nevertheless, be made or allowed if claim
tI p g(e)jor was filed after October 25, 1949, and on or before October 26,
And the Senate agree to the same,
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Amendment numbered 255

That the House recede from its chsagreement to t.he amendment of
the Senate numbered 255, and agree to the same with an amendment
as follows;

On page 212, line 14, of the Senate engrossed amendments, strlke
out “610” and insert 61 1; and the Senate agree to the same.

Amendment numbered 256

That the House recede from its disagreement to the amendment of
the Senate numbered 256, and agree to the same with an amendment
as follows:

On page 214, line 2, of the Senate engrossed amendments, strike out
“611"" and insert 6'12 and the Senate agree to the same.

Amendment numbered 257:

.That the House recede from its disagreement to the amendment of
the Senate numbered 257, and agree to the same with an amendment
as follows:

On page 214, line 14, strike out “612" and insert 613; and the Senate
agree to the same,

Amendment numbered 258:

That the House recede from its disagreement to the amendment of
the Senate numbered 258, and agree to the same w1th an amendment
as follows:

On page 215, line 6, of the Senate engrossed amendments, strike out.
“613" and insert 6'14, and the Senate agree t.o the same.

Amendment numbered 259:

That the House recede from its disagreement to the amendment of
the Senate numbered 259, and agree to the same with an amendment
as follows:

On page 2186, line 2, of thé Senate engrossed amendments, stnke out
“614” and insert 615; and the Senate agree to the same.

Amendment numbered 260;

That the House recede from its disagfreement to the amendment of °
Fhﬁ Senate numbered 260, and agree to the sarae with an amendment as
ollows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: 616; and the Senate agree to the same.

Amendment numbered 261:

That the House recede from its disagreement to the amendment of
?hﬁ Senate numbered 261, and agree to the same with an amendment as
ollows:

On page 2153, line 8, of the Senate engrossed amendments strike out :
“616" and insert 61 7; and the Senate agree to the same.

Amendment numbered 262

That the House recede from its dxsegreement to the amendment of
thef S]imate numbered 262, and agree to the same with an amendment .
a8 follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
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SEC. 618. PROHIBITION UPON DENIAL OF SOCIAL SECU-
RITY ACT FUNDS. o :
No State or any agency or political subdivision thereof shall be de-
rived of any grant-in-aid or other payment to which it otherwise 18 or
become entitled pursuant to title I, IV, X, or XIV of the Social Se-

curity Act, as amended, by reasorn of the enactment or enforcement bz
such State of any legislation preseribing any conditions under whic
public access may be had to records of the disbursement of any such funds:
or payments within such State, if such legislation prohibits the use of
any list or names obtained through such access to such records for com-
mercial or political purposes.

And the Senate agree to the same.

Amendment numbered 263:

That the House recede from its disagreement to the amendment of
the Senate numbered 263, 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. 619. REMOVAL OF TAX EXEMPTION FROM EXPENSE
ALLOWANCES OF THE PRESIDENT, THE VICE
PRESIDENT, THE SPEAKER, AND MEMBERS
OF CONGRESS. _ 1

(a) ExpENSE ALLOWANCE OF THE PREsSIiDENT .—Section 102 of
title 3 of the United States Code is amended by striking out “no tax
liability shall acerue and for which no accounting shall be made by him”’
and inserting in lieu t}wreohf “no accounting, other than for income taz
purposes, shall be made by him’'. 4 : - ‘

(b) Expense ALLowANCE or THE VickE PRESIDENT.—Section 111
of title 3 of the United States Code 18 amended by striking out ‘‘for which
no tax liability shall occur or accounting be ma,due by him” and inserting
in lieu thereof *‘ for which no accounting, other than for income tax pur-
poses, shall be made by him”’, o , B

(¢) ExpENSE ALLOWANCE OF THE SPEAKER OF THE Housk: or
REePRESENTATIVES.—Subséction (e) of the first section of the Act entitled
“An Act to increase rates of compensation of the President, Vice Presi-
dent, and the Speaker of the House of Representatives’’, approved January
19, 1949 (PubZio Law 2, 81st Congress), 13 amended iry striking out “‘for
which no tax liability shall occur or accounting be made by him” and
inserting in lieu thereof ‘ for which no accounting, other than for income
tax pw;goses, shall be made by him”’. ; ,

(d) Exrense Arrowances oF MEuBErs oF CoNGRESS.—Section
601 (b) of the Legislative Reorganization Act of 1946 is.amended by
striking out “for which no taz liability shall incur, or accounting be
made’’ and inserting in lieu thereoja“‘{or which no dccounting, other than
for income tax purposes, shall be made’’.: : e e

(e) Errrcrive Dares—The amendments made subsections (a)
and (b) of this section shall become effective at noon on January 0, 1968,
and the amendments made by subsections (c) and (d) shall become effective
at noon on January 3, 1968, .

And the Senate agree to the same.
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Amendment numbered 264:

That the House recede from its dxsagreement to the amendment of
the Senate numbered 264, and agree to the same with an amendment-
as follows:

Inlieu of the matter proposed to be mserted by the Senate amend-
ment insert the following:

TABLE OF CONTEN TS

Tirre I—IncreASE 1N INcoME TAx RArEs
. PART I—INDIVIDUAL INCOME TAXES

Sec. 101. Increase in surtax for 1961, 1952, and 19563.
ga; Rates of surtaz.
Limitation on tax.
Sec. 102. Individuals with adjusted gross income of less than 85 000
Sec. 108. Inapghcalnluy of certain penallies and addmons 10 taz.
(a; Penaliies for failure to file return.
(b) Addiiions to tax.
Sec. 104. Computation of tax in casa of certain joint returns.
Sec. 1065, Eﬁectwe date of Part I.

PART II—CORPORATION INCOME TAXES

Sec. 181, Increase in rate of corporatwn normal tax and suriazx..
a) Amendment of section 18.
Mazimum tax,
Mutual insurance companies other than {ife or marm&.
(d) Regulaled invesiment campanies.
Business income of certain section 101 orgamzatwm.
Amendment of section 15.
Technical amendment.
Sec., 122, Credits of corporations. .
ga Dividends received credit.
b) Credit for dividends pmd on certain preferred stock.
(c) Western hemisphere irade corporations.
Sec. 128. Filing of corporalion returns for tazable years endmg after March 18,
1951, and before Oclober 1, 1951
Sec, 124, Eﬁectwe date.

PART III—FISCAL YfAR TAXPAYRRS.

Sec. 131, Fiscal year taxpayers, v

a) Amendment of section 108,

b Computalion of excess pro/ita taz,
Technical amendments,

TirLg II—WitRoLDING oF TAX AT SoURCE

Sec, £01. Percentage method of wzthholdmg
Sec. £202. ﬂc bracket withholding.
Sec, 208. Additional mthholdmy of taz on wagu upon agrccmcnt by employer and

mployee.
Sec. 204. E_ﬂ‘ectwe date.

! Txru III-——-MmauuNzovs I:vaoxn: TAI Ax:mmuns

Sec. 301, Thz treatmmt in case of head o,f houaehold
a Surtaz in case of head of househo
Computation of tax by collector, . .. -\ i e v
S .;ZWE ectwui’au bensficiarie de d lo.. |
ec. aymen s of decease cmp yees,
i ; mguimml of section 22 (b (1).
Effectsve date
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Sec. 303, Joint and survivor annuities.
(a) Amendment of section 22 ( 2 .
gb) Amendment of section 118 (a) (6).
c) Effeclive dates.
Sec. 304. Income from discharge of indebtedness.
g g Amendment of section 22 2 g %9)
b) Amendment of section 22 (b) (10).
Sec. 305, Compensation of certain members of the arnied forces,
a) Amendment of section 22 ) (13).
b) Definition of service in con\bat zone,
Ec) Wuhholdmg on wages.
d) I'}‘Tectwe dales,
Sec. 308. Involuntary liquidation and replacement of inventory.
(ag Amendment of section 22 (d) (6’§) (F) (i17).
(b) Effective date.
Sec. 307. Medical expenses.
(@) Amendment of section 23 (x).
(b) Effective date,
Sec. 308. Standard deduction.
2 ; Method of election.
b) . Change of election.
(c) Effective date.
Sec. 309. FEzpenditures in the development of mines.
(a) Deduction of expenditures.
(b) Adjusted basis for determining gain or loss upon sale or exchange.
éc) Technical amendment. v
d) Effective date.
Sec. 310. Gross income of dependent of taxpayer.
(a) Increase in amount of gross income permitled.
(b) Effeclive date.
Sec. 311. Credit for dividends received.
(a) Dividends from foreign corporation engaged in trade or business in (he
United Slates.
(b) Technical amendment,
(c) Effective dale.
Sec. 312. Joint relurn after filing separale return.
éa) Change of election. ,
b) Effective date.
Sec. 313. Mutual savings banks, buzldzng and loan assoczatwna, cooperalive banks.
(@) Mulual savings banks.
(b) Building and loan associations and cooperalive banks
(¢) Exemplions Jrom excess profils laz.
(d) Federal savings and loan associations,
(e) Rad debl reserves.
(f) Dividends paid to depositors,
gx) Deduction for repayment of certain loam.
) Definition of bank,
0) l)eﬁmuon of domestic building and loan association.
(7) Effective daie, A :
.Sec. 814, Income lax treatment of exempt cooperatwes.
(a) Amendment of section 101 (12).
(b) Technical amendments.
() I nformatwn relurna,
(d) Effective dale.
Sec. 316. Surtax on corporations improperly accumulating surplus.
(a) Long term capital gains,
e . (b) Effective date.
Sec., 316, Election as to recogmuon of gain in certam corporate liguidationa,
; Amendment of section 112 (b) (7). ,
(b) Basis of propcrty :
(c) Effective date.
Sec. 317. Certain disiributions of stock on reorgamzatwn.
(a) Distributiona not in liquidalion.
(b Basis of stock, .
Effective date,



Sec.
Sec.

See.

Sec.
\

Sec.

Sec.

Sec.
Sec.

Sec.

Sec.
Sec.

Sec.

Sec,

Sec.

Sec.

Sec.
Sec.
See.

See.

REVENUE ACT OF 1951 b9

818. Gain from sale or exchange of taxpayer's res:dencc

{a) Nonrecogmtzon of gain in certain cases.

(b) echmcal amendments,

(¢) Effective date,

319. Percentage depletion.

(a) Allowance of percentage depletion.

(b) Technical amendment,

(¢) Effective date, b
320. Redemplion of stock to pay death taxes,
(a) Amendment of section 115 (g) (3).

(b) Effective date.

321. Earned tncome from sources without the United Stales.
(a) Exclusion from gross income.

gb) Withholding of tax on wages.

¢) Effective dates
322. Capital gains and losses. '

(a) Treatment of long-term capital gains and losses,
(bg Alternative laz.

(¢) Technical amendments.

(d) Effective date.

323. Sale of land with unharvested crop.

(a; Treatment of gain or loss.

(b) Treatment of deductions,

(¢) Effective date. .

824. Sales of livestock.

326, Tazx treatment of coal royalnes

(a) Definition of property used in the trade or business.

(b) Gain or loss upon certain disposals of timber or coal,

(c) Clerical amendment.

(d) Technical amendment,

(e) Conforming amendments.

(f) Effective date.

326. Collapsible corporalions. -

a) Definitions with respect to collapsible corporations.

b) Limitations on application of section 117 (m).

c) Effective date. ‘
327. Dealers in securities—capilal gains and ordmary losses
328. Treatment of gain on sales of certain property between spouses and belween

an individual and a conlrolled corporation.

a) Disallowance of capital gam treatment.

b) Effective dale.

29. Recetpis of cerlain lerminalion payments by employee.
Eag Tazability to employee as capital gain.

b) Effeclive date. .

330 et operaling loss carry-over.
Loss for taxable year beginning before 1948,
Allowance of three-year loss carry-over from tazable years 1948-1 949
Effective date.
331 tock options. -
2 g Epuon subject tv atockholder approval
ective date
332. Credit for tazes of foreign corporations.
a Foreign subsidiary of a domestic corporation.
Fomgn subszdmry of a foreign corporatwn
-Clertcal ment.
338 I!g{ matcon al source on paymenta of inlerest, .
384. Abatement of income tax_for certain memberc of armed forcea upon death.
836, Employees’ trusts.
2 ; Amendmen! of aectum 1 66 ).
b) Effective date.
336. Life mmrance compamea

a) Taz for 19561

b) Adjusted normal-taz net income Jor 1951.

¢) Technical amendments.

(d) Egffective date,
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337. Tazx ireatment of certain investment compantes,
(a) Inclusion of cerlain registered management companies in the definition of
regulated investment company.

(b) Technical amendment.

(c) Effective date. .

338. Exchanges and disiributions in obedience {a orders of Securities and Ex-

change Commission.

(a) Definition of system group. -

(b) Effective dale.

339. Tazxation of business income of State colleges and universities.
(a) Amendment of section 421 (b).

(b) Unrelated trade or business.

(c) Effective date.

340. Family partnerships,

(a) Definition of pariner.

(b) Allocation of parinership income.

(c) Effective date.

341. War losses.

(a) Tazx upon war loss recovery.

(b) Basis of recovered property.

EC) Credit for dforeign lazes.

d) Effective dates.

342. Deduction of expenditures for mine exploration.

(a) Deduction of mine exploralion expenditures.

(b) Adjusted basis for determining gain or loss upon sale or exchange.
(¢) Efjjective date. .

343. Definition of employee.

(a) Amendment of section 8797 (a).

W) Eﬂective date.

344. Nonbusiness casually losses.

(@) Removal of limitation,

(b) Effective dale.
846. Abatement of lax on cerlain trusts for members of armed forces dying in

service.

348. Life insurance departmenis of mulual savings banks,

éa) Compulation of tax.

b) Technical amendment.

(¢) Effective date,

. 847, Publishing business carried on by tax-exempt organization.

(a; Treatment as related trade or business.
(b) Effective date,

348. Deduction with respect lo certain unrelated business net tncome.
(@) Unrelated business net income.,

(b) Effective date,

348. Nondistributable income of personal holding companies.

TirLe IV—Excise Taxks
PART I—TAX ON ADMISSIONS AND CABARETS

401, Removal of lax on free admissions.

402. Exemplions from admissions tax.

(a) Reinstalement of prewar exémplions.

(b) Amendment of section 1701 (a) and (b).

(c) Admissions to municipal swimming pools, elc.

408. Effective date of amendmenls relating to admissions,
404. Taz on cabarets, roof gardens, etc.

(ag Ballrooms and dance halls.

(h) Effcctive dale.

PART II—TAX ON OIQARETTES

421. Taz on cigarelles.

(a) Increase in rale.

(b) Effective date. ,
422. I'loor slocks tax and floor stocks refund on cigarelles,
423, Reduction of tax on tobacco and snuff,

(a) Reduction in rate,

(b) Effective date.
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PARYT III—RETAILERS' EBXCISE TAXES

Sec. 481. Relailers’ excise tax on toilet preparations,
E ; Baby oils, etc.
b) Sales to barber sho 8, elc,

Sec. 432. Effective date of Part I11.

PART IV—DIESEL FUEL

Sec. 441. Diesel fuel used in highway vehicles.
ia) Imposition of taz.
b) Effective date,

PART V-—LIQUOR

Sec. 461. Increase in lax on distilled spirits jrom 89 o $10. 50 per gallon ;
2 Distilled spirits generally.
b) Imported z:erfumea contammg dzstzlled sznrm
Floor stoc
Sec. 462, Wines,
(a; Increase in rale of tax, °
(b) Floor stocks.
Sec. 468. Fermented malt liquor. '
ga) Increase in lax on fermented malt liguors from $8 to $9° per barrel
b) Floor stocks tazx. y .
See. 64 Floor stocks refunds.’ :
Amendment of section 1666 (a)
b Amendment of section 1666 (b).
Sec. 466. Clerical amendment.
Sec. 466. Effective date of Part V

PARYT VI—‘OOCU_PATIONAL TAXES

Sec. 461. Dealers in hquor.s
(a) Wholesale dealers in liquors,
%b) Retail dealers in liquors,
c) Wholesale dealers in malt liquors. ‘
Sec. 468. Drawback in the case of distilled spirils used n the manufacture of certain
nonbeverage products.
(a) Drawback. (
(b) g ective dale,
Sec. 463. Tax on coin-operated gaming devices. .
Sec. 464. Iffective date of Part VI,

PART VII—WAGERING
Sec. 471. Wagering tazes.
(a) Imposition of laxes.
(b) Technical amendment,
Sec. 472. Effective date of Part VII.

PARYT VIII—-]IANUFAOTURERB’ EXOISE TAXES ‘

Sec. 481. Automobiles, trucks, and paris. or accessories.
a) Increase in'tav on trucks. .
b) Increase in tax on patsenger automobzlee and motorcycles,
¢) Increase in lax on parls or accessortes.
(d) Rebuill paris or acceasorzes.
(e) Technical amendment, " :
) Parls or accessories for farm equzpment
Z Effective date of subsection (f). _
(h) Removal of tax on tires for toys, etc. a _
Sec. /88. Navigation receivers sold to the United: Statea. . o
a) Exemiption on sales to United Statés of certam radw aeta. ‘
; Tax-free sales of radio parts. : ‘
Refund in case of use of parts.
d) Refund in case of resale to United Statea Cor et
e) Use by manufacturer of tazable pam o b
(f) Effective dales.
Sec. 483, o}x-free sales of refrigerator oompomnu to wholesalers for m&lo to mamc-
aclurers,
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Sec. 484 Sporting goods,
Sec. 486. Eleclric, gas, and ol appliances.
Sec. 488 Adjustments of tax rates on photographic apparatus and ﬁlm, rapeal of tax
on cerlain ilems,
(a) Items subject lo tazx,
(b) Floor stocks refund on bulba, '
Sec. 487. Imposition of lax on mechanical pencils, fountain and ball point pens, and
mechanical lighters for cigarefles, cigars, and pipes.
Sec. 488. Repeal of tax on electrical energy.
(a) Repeal of tax.
(b) Effective date.
Sec. 489, Tax on gasoline,
(a) Increase in rale.
(b) Floor stocks tax and refund.
Sec. 490, Effective dale of Part VIII,

PART IX'—HISCELLANEOLYS EXCISE TAX AMENDMENTS

Sec. 491. Reduction of tax on lelegraph dispalches.
(a) Reductlion of tazx,
(by Eflective date,
(c¢) Amounls puid pursuant to bills rendered,
(d) Rate reduction date,
Sec. 492, E;r}grrt;l)lzon of certain overseas lelephone calls from the tax on lelephone
acilities.
(a) Telephone calls from members of armed forces in combat gones.
(b) Effective date.
See. 493. Exemplion of fishing trips from tax on transportatwn
(a) Exemption.
(b) EjJective date.
Sec. 494. Tax on transporlation of persons,
(a) Exemption of certain foreign travel.
b) Effeclive date.
Sec. 495. Transportation of material excavated in the course of construction work.
(@) Amendment of section 3478,
(b) Effective date. :
Sec. 496. Articles from foreign trade zones.
(a) Imported articles.
(b) Previously taz-paid articles.
Sec. 497. Refunds on articles from foreign trade zones.
(a) 1 mported articles.,
(b) Previously taz-paid articles.
Sec. 498. Tax refunds on spirits lost in floods of 1951.
(a) Authorization,
(b) Destruction of spirits.
(¢) Credil.
(d) Regulations,

Tirre V— Exckss Prorirs Tax

Sec. 601, Maximum lax for new corporations,
Sec. 502. Payments from foreign sources for lechmcal ausistance, elc.
ga) Amendment of seclion 433 éa) (0.
b) Amendment of seclion 433 (b)
Sec. 603, Average base period net income in case of cerlain fiscal year laxpayers.
Sec. 604. Average base period nel income—allernative based on growth in case of
new corporalions,
20) General rule,
b) Amendment of Part I1,
Sec. 606, Avcrage base period net mcomc-—allematwe based on growth.
Sec. 606, Adjustments f;r changes in inadmissible assels in case of banka
(@) Amendment of section 436 (g).
(b) Amendment of secltion 438.
Ec) Amendment of section 436 (f),
- Effective date of subsection (c) (3).
Sec, 507, Decrease in inadmissible assels,
. Sec, 508, Election with respect to certain inadmissible assels.
a) Amendment of seclion 440,
; Amendmen! of seclion 433 (a) (1).
Amendment of section 483 b).
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509. Alternative average base period net income.

sa) Amendment of section 448,

b) Technical amendments.” ; v ’
510. Definition of tolal assels for purposes of seclions 442-446.
611, Average base period nel income—change in products or services.
612, Average base period net income—new corporation.
618, Excess profits credit—regulated public utilities,
614, Consolidated returns of regulated public utilities,
515. Nontaxable income from certain mining properties.
516. Transition from war production and increase in peacetime capacity.
ga) In general. . . '

b) Technical amendments,
517, Base period catasirophe.
618, Consolidation of newspapers.
519, Televiston broadcasting companies,
520. Increase in capacily for production or operation.
521, Excess profils credit based on income tn connection with cerlain tazable

acquisitions,

(a) General rule,

(b) Technical amendments.
522, Strategic minerals,
623. Effective date of title V,

Tiree VI—MI18CELLANEOUS PROVISIONS AND AMENDMENTS

601. Ezemption of certain organizalions from income lax for prior tazable years,
602. FExcess profils credit based on income, .
(a) Percentage of average base period net income laken inlo account.
(b) Effective date,
608. Foreign estate tax credit.
(a) Credit against basic estale taz.
(b) Credit against additional estate tax.
20 Reversionary or remainder inlerest,
d) Exter:iaion of period of limitalions, elc., in case of recovery of taxes claimed as
credit, :
(e) Effective dale. )
604, Estate and gift tax treatment of Uniled States bonds held by certatn non-
resident aliens,
ga) Estate tax.
b) Gifi tax. .
606, Estate tax exzemplion for works of art loaned by nonresiden! aliens.
Ea Amendment.of seclion 883 (c).
b): Effective date, - .
608. Ezemplion from additional estate tax of members of armed forces upon death.
607. Transfers condilioned upon survivorship.
608. Transfers with tncome reserved.
609. Transfers taking effect at death.
610, Reversionary interests in case of life insurance. _
611. Income pursuant lo award of Interstate Commerce Commiasion,
612. Credit in prior tazable years for dividends received on preferred stock of a
public utility.
618, Consolidated returns—includible corporations. )
614. Time for performing certain acls postponed in case of China Trade Act
corporations,
616. Treaty obligations, :
616, Reorganization Plan Numbered 26 of 1960.
617. Claims under the Renegotialion Adt,

Sec. 818, Prohibtlion upon denial of Social Security Act funds,

See.

619. Removal of lax exemplion {_rom expense allowances of the President, the
Vice President, the Speaker and Members of Congress.

(a)  Ezpense allowance of the Prusident.

b; Expense allowance of the Vice President. A

¢) Expense allowance of the Speaker of the House of Representalives,
d) Ezxpense allowances of Members of Congress. - :

e) Effective dales.
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And the Senate agree to the same,
R. L. DouGgHTON,
JERE COOPER,’
JouN D. DiNaELL,
W. D. Mi1LLs,
THOMAS A. JENKINS,:
Ricaarp M. SimpsoN
Managers on the Part of the Ifous,el
WaLter F. GeoRaB,
Tom CONNALLY,
Ep C. Jounson,
E. D. MILLIKIN,
_ RoserT A. Tarr, ,
Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the confererice on the
disagreeing votes of the two Houses on the amendments of thé Senate
to the bill (H. R. 4473) to provide revenue, and for other purposes,
submit the following statement in explanation of the effect of the action
agreed upon by the conferees and recommended in the accompanying
conference report:

Amendment No. 1: ‘The House bill providéd for an increase in
individual income-tax rates by a percentage increase of 12% percent
of the tax liability under existing law, with an over-all effective ceilin
rate of 90 percent of the net income of the taxpayer. The House bi
also increased- the alternative tax on capital gains by 12% percent.
The Senate amendment eliminated the increase in the alternative tax
on capital gains and provided, in general, for an increase of 11 percent
of the present tax liability, or 8 percent of the amount by which the
surtax net income exceeds present taxes,” whichever produced the
lesser increase in' tax, The Senate amendment provided an over-all
ceiling rate of 88 percent of the net income of the taxpayer.

Under the conference agreemient the increase in the combined nor-
mal tax and surtax utider existing law will, in general, be 11% percent
of the present rates or 9 percent of thé amount by which the surtax
net income exceeds present taxes, whichever is the-lesser. Special
rates aré provided for the calendar year 1951 so as to reflect Novem-
ber 1, 1951, as the effective date of the increase in tax. The ceilin‘ﬁ
rate of 88 percent contained in the Senate amendment is retaine
under the conference agreement, and no increase in tax is provided
with respect to the alternative tax on capital gains. Under the Hotise
bill no termination date was provided for tﬁe increase in the taxes.
The Senate amendment provided for the termination of the increased
rates on January 1; 1954, and the conference agreement retains the
termination date. '

Amendments Nos. 2 and 3: These amendments are clerical. The
Senate recedes. '

Amendments Nos. 4 and 5: The House bill provided for an increase
in the normal tax on corporations, in general, from 25 to 30 percent of
normal tax net income, applicable to taxable years beginning after
December 31, 1950, The Senate provided for an increase in the cor-
poration nbrmal tax from 25 to 27 percent and an increase in the
corporation surtax from 22 to 256 percent. Under the Senate amend-
ment, the increases in hormal tax and surtax were to be effective as
of April 1, 1951, and were to terminate on December 31, 19563. 'Spe-
cial rates were provided for the calendar year 1951 to reflect the
April 1 effective date. Under the conference agreement on amend+
ments 4 and 5, the normal tax is increased from 25 to 30 percent as
provided in the House bill with no increase in the surtax. The in-
crease in normal tax is to be éfféctive as of April 1, 1951, with a normal
tax rate of 28% percent for the calendait year 1951. The conferench

DOB4T—B1—mnf %
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agreement provides that the increase in normal tax is to terminate
as of March 31, 1954.

Amendment No. 6: The House bill amended section 430 (a) (2)
of the code (relating to maximum excess profits tax) so as to increase
the percentage used under existing law for computing the maximum
excess profits tax from 62 to 70 percent. The Senate amendment
provided a new method for computing the maximum excess profits tax
which, in general, was 16% percent of the excess profits net income
for the calendar year 1951 and was 17 percent of the excess profits net
income for taxable years beginning after March 15, 1951. The
17 percent figure of the Senate amendment was comparable to a 69
percent figure under the method provided in the House bill. The
House recedes with an amendment which adopts the Senate method
of computing the maximum tax but increases the 17 percent figure
to 18 percent (comparable to the House bill 70 percent figure) for
taxable years beginning after March 31, 1951. Under the conference
agreement the maximum excess profits tax for the calendar year 1951
is 17} percent of the excess profits net income for such year.

Amendments Nos. 7, 8, and 9: Senate amendments Nos. 7 and 8
amended section 207 (a) (tax on certain insurance companies),
362 (b) (tax on regulated investment companies), section 421 (a)
(tax on business income of certain tax exempt organizations), and
section 26 (relating to credits for corporations) of the code to make
changes conforming to the action of the Senate with respect to the
corporate normal and surtax rate increases. These amon(‘lments also
made other technical conforming changes in the code. Senate amend-
ment No. 9 struck out section 123 of the House bill which provided
for the allowance of only:one surtax exemption and one minimum
excess profits credit to certain controlled groups of corporations. The
House recedes on amendments Nos, 7 and 8 with conforming amend-
ments and an amendment adding a new section 15 (¢) to the code
(relating to disallowance of surtax exemptions and minimum excess
profits credit) and the House recades on amendment No. 9,

The new subsection (¢) of section 15 applies to the situation vhere
a corporation, on or after January 1, 1951, transfers property (other
than money) to one or more corporations created for the purpose of
acquiring such property, or to one or more corporations not activel
engaged in business at the time of such acquisition, if after such
transfer the transferor corporation or its stockholders, or both, are
in control of the transferce during any part of a taxable year of such
transferee corporation.  In such case the transierce corporation shall
not be allowed cither the' $25,000 exemption from surtax or the
$25,000 minimum excess profits credit unless it establishes by the
clear preponderance of the evidence that the securing of the $25,000
exemption or the $25,000 minimum excess profits credit, or both,
was not a major purpose of the transfer of the property to it by the
transferor.  The term “control” is defined as the ownership of stock
possessing at least 80 percent of the total combined voting power of
all classes of stock entitled Lo vote or at least 80 percent of the total
value of shares of all classes of stock of the corporation, Under the
amendment the ownership of stock is to be determined in accordance
with the provisions of section 503, except that_constructive owner-
ship under section 503 (a) (2) is to be determined only with respect
to the individual’s spouse and-minor children, The Secretacy, to the
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extent not inconsistent with the provisiens of the new subsection, is
. wnted the same authority as under section 129 (b) to allow in
whole or in part a surtax exemption or a minimum excess profits
credit which might otherwise be disallowed under the subsection or
to apportion such exemption or credit among the corporations in-
volveg.o EFor example: Corporation A transfers on January 1, 1952,
all of its progerty to corporations B and C in exchangs for the entire
stock of such corporations. lmmediately thereafter corporation A
is dissolved, its stockholders becoming the stockholders of B and C.
Assuming that a major purpose for such transfers is to secure addi-
tional surtax exemptions and minumum excess profits credits, the
Sccretary has the authority to allow one such exemption and credit
and to apportion such exemption and credit between corporations
B and C. It is provided that the subsection shall not be applizable
to any taxable year with respect to which the tax imposed by sub-
chapter D of chapter 1 (relating to the excess profits tax) is not in
effect. It is not intended that the new subsection shall in any way
delimit or abrogate any of the existing provisions of the code (incfudin
sec. 129), or any principle established by judicial decision, whic
have the effect of preventing the avoidance of income or excess profite
taxes, :

Amendment No. 10: This amendment strikes out all of section 124
of the House bill relating to the computation of an alternative capital
gains tax. The House recedes.

Amendment No. 11: This amendment provides, in general, that
corporations subject to a tax imposed by chapter 1 of the code for a
taxable year ending after March 31, 1951, but prior to October 1,
1951, shall after the date of the enactment of the bill and on or before
January 15, 19562, make a return for such taxable year with respect
te such tax and such taxable year. The House recedes.

Amendment No. 12: This amendment, which corresponds to sec-
tion 125 of the House bill, provides the effective date of part II of
title I. The House recedes.

Amendment No. 13: This amendment, relating to the computation
of tax by certain fiscal year taxpayers, corresponds to subsection (a) of
section 131 .of the House bill with such changes as are necessary to
reflect the normal tax and surtax rates and the termination d)at,es
provided by the Senate amendments. The House recedes with
amendments conforming to the conference action with respect to the
corporate income tax rates.

Amendments Nos. 14, 15, 16, 17, 18, 19, 20, and 21: PThese amend-
men#s are clerical amendments. The House recedes.

Amendment No. 22: This amendment strikes out part I of title 11
of the House bill providing for the withholding of tax at the source on
dividends, interest, and ro¥'alties. The House recedes. - ’

Amendment No. 23: This amendment, which corresponds to part 11
of title I1 of the House bill (relating to increase in withholding of tax
at source on wages) amends section 1622 (a) of the code by changing
the percentage rate of withholding from 18 percent to 20 pércent in
the case of wages paid on or after Novemﬁer 1, 1951, and before
January 1, 1964. It also amends section 1622 (c) (1); relating: to
wage-bracket withholding, to provide new tables' which reflect the
increased tax rates. It also provides, as did the House bill,: for
additional withholding of tax on wages upon agreement by empfoyor
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and employee and provides that the amendments made thereby shall
be applicable only with respect to wages paid on or after November 1,
1961. The House recedes. '

Amendments Nos. -24, 25, 26, and 27: These amendments are
clerical and conforming amendments. The House recedes. - -

Amendment No. 28: Section 301 of the House bill amended section
12 (c) of the code to provide for a head of a household approximately
one-helf of the income-splitting benefits provided for a husband and
wife who file a joint return. Under the Senate amendment the head
of a household was afforded approximately one-fourth of such benefits.
The House recedes with an amendment conforming to the House:
action in affording approximately one-half of such benefits and making
the necessary changes in the surtax tables to conform to the conference
action with respect to individual income tax rates and effective date
provisions. \

Amendment No. 29: Under the House bill, a taxpayer might
qualify as a head of a household by reason of such household consti-
tuting the principal place of abode of a descendant of a stepson or
stepdaughter of the taxpayer. Under the Senate amendment, such
descendants are eliminated from the category of persons in respect of
whm;x the taxpayer may qualify as head of a household. The House
- recedes.;

Anmendment No. 30: This amendment adds subsection (b) to section
301 of the bili to provide that in the case of a head of a household who
elects the benefits of section 51 (f) (1) of the code (relating to tax com-
Futud by collector in case of wage earners) the tax shall be computed
)y the collector under supplement T without regard to the taxpayer’s
status as head of & household. 'The House recedes.

Amendment No. 31: This amendment amends section 22 (b) (1)
of the code (relating to exclusion of life insurance proceeds from gross
income) to provide for a limited exclusion for amounts paid by an
employer to the beneficiaries of an employee by reason of the em-
ployee’s death. The House recedes. _ 4

nendment No. 32: This amendment amends sections 113 (a) (5)
and (22) (b) (2) of the code to provide that the basis of a survivor’s
interest in a joint and survivor annuity, the value of which is required
to be included in the estate of a decedent annuitant dying after De-
cember 31, 1950, shall be considered to be acquired by ‘“bequest,
devise, or inheritance’” and that such basis (that is, the value of such
survivor’s interest at the time of the decedent’s death) shall be con-
sidered, for purposes of determining the amount to be included in the
income of the survivor, to be the consideration paid for the survivor’s
annuity, The House recedes. .
~ Amoendment No. 33; This amendment provides for the permanent
enactment of section 22 (b) (9) of the code, relating to exclusion from
gross incomo of incoine attributable to the discharge of certain indebt-
edness in the case of a corporation which consents to reduction in
basis of its propertics in an amount equel to the income excluded,
and extends for three years the application of section 22 (b) (10),
relating to the exclusion of income of a raiiroad -corporation attribu-
table to the discharge of its indebtedness in: a receivership proceeding.
The amendment is similar to H. R. 2416, which was passed by the
House on April 12, 1961 (H. Report No. 311). The House recedes.
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Amendment No. 34: This' amendment makes certain changes in
section 22 -(b) (13) of the Internal Revenue Code, relating to'the
additional allowance for certain members of the Armed Forces. -

Section 22 (b) (13)-of existing law excludes from gross ‘income
certain compensation received for active service in the. Armed Forces
of the United Statés for any month during any part of which the
recipient served in a combat zone after June 24, 1950, and prior to
January 1, 1952, This amendment extends this latter date from
January 1, 1952, to January 1, 1954. o

This amendment also extends the exclusion to certain compeénsation
received for-active service in the Armed Forces of the United States
for any month during any part of which the recipient was hospitalized
at any place as a result of wounds, disease, or injury incurred while
serving in a combat zone after June 24, 1950, and prior to January
1, 1954, provided that during all of such month there are combatant
activities in some combat zone. The House recedes.

Amendment No. 35: This amendment revises section 22 (d) (6
(F) (iii) of the code, which provision was added to section 22 (d) (6)
by Public Law 919 (81st Cong., 2d sess.), so as to vary the application
of the rule with respect to replacement of involuntary liquidations of
inventories in certain cases where such replacement is made during
taxable years ending after June 30, 1950, and prior to January 1,
1953. 'The effect of the amendment would be to-permit the replace-
ment of the World War II involuntary liquidations during taxable
years ending after June 30, 1950, and prior to January 1, 1953, without
requiring that the involuntary liquidations occurring during such years
be first replaced, thus enabling the replacement of the World W);r 11
liquidations to be made in time to permit them to qualify for the
benefits of section 22 (d) (8). The House recedes. o :

Amendment No. 36: This amendment amends section 23 (x)
(rolating to the deduction of medical expenses) by eliminating the 5
percent limitation with respect to the deduction of medical, dental,
etc., expenses paid during the taxable year, not componsated for by
insurance or otherwise, for the care of the taxpayer or his spouse 1if
either the taxpayer or his spouse attains the age of 65 before the close
of the taxable year. The limitation with respect to the maximum
deduction allowable under section 23 (x) remains unchanged. The
amendment is effective with respect to taxable years beginning after
Decomber 31, 1950, The Houseé recedes. : -

Amendment No. 37: This amendment adds paragraph'(7) to section
23 (aa) of the Internal Revenue Code to provide, 1n general, that.an
election to take or not to take the standard deduction for any taxable
year may be changed after the time prescribed for filing a return for
such year. The House recedes. .

Ar?endment, No. 38: This amendment is olerical. The House
recedes. : e

Amendment No. 39: Section 302 of the House bill would add a new
subparagraph (D) to section 23 (a) (1) of the code providing, in gen-
eral, that all expenditures paid or incurred after December 31, 1950,
in the development of a mine or other natural deposit (other than an
oil or gas well), to the extent paid or incurred after the existence of ores
or minerals in commercially marketable quantities has been 'disclosed,
shall be deducted ratably as the produced ores or minersls benefited
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by such expenditures are sold. Section 302 of the House bill also
amended section 113 (b) (1) by adding a new subparagraph (J)
thereto to provide for adjustment to the basis of the mine or deposit
for amounts allowed as a deduction under new subparagraph (D) as
added to section 23 (a) (1). . :

The Senate bill made technical changes in the House provisions
and inserted the substance of subparagraph (D) as added to section
23 (a) (1) by the House bill in a new subsection (cc) to be added to
section 23 of the code. The Senate bill also added a provision to the
new subsection (cc) which, in general, would allow the taxpayer to
elect to deduct development expenditures either in the taxable
year paid or incurred or ratably during the taxable years in which
the produced ores or minerals benefited by such expenditures are sold.
The House recedes.

Amendments Nos. 40 and 41: These amendments are clerical. -The
House recedes.

Amendment No. 42: This amendment changes section 25 (b) (1)
(D) of the code to increase the gross income test of a dependent from
$500 to $600. The House recedes.

Amendment No. 43: This amendment adds to section 26 (b) of
the code a new paragraph to provide for a dividends received credit
in the case of dividends received from a foreign corporation (other
than a foreign personal holding company) subject to taxation under
chapter 1 of the code which for a stipulated uninterrupted period of
time has becn engaged in trade or business within the United States
and has derived during such period 50 percent or more of its gross
income from sources within the United States.

The House recedes with an amendment under which the dividends
reccived credit will be allowed with respect to dividends rececived from
such a foreign corporation in an amount equal to— '

(A) 85 percont of the dividends received out of its earnings or
profits of the taxable year (computed as of the close of the taxable
year without diminution by reason of any distributions made
during the taxable year) without regard to the amount of the
earnings or profits at the time the-distribution was made, but
such amount shall not exceed an amount which bears the same
ratio to 85 percent of such dividends received out of such earnings
or profits as the gross income of such foreign corporation for such
taxable year from sources within the United States bears to its
gross income from all sources for such taxable year, and

(B) 85 percent of the dividends received out of that part of
its earnings or profits specified in clause (1) of the first sentence
of section 115 (a) accumulated after the beginning of such unin-
terrupted period, but such amount shall not exceed an amount
which bears the same ratio to 85 percent of such dividends re-
ceived out of such accumulated earnings or profits as the gross
income of such foreign corporation from sources within the: United
States for the ﬁortion of such uninterrupted period ending at the
beginning of the taxable year bears to its gross income from all
sources for such portion of such uninterrupted period. -

The determination of earnings or profits distributed in any taxable
year shal be made in accordance with section 115 (b) of the eode.

The application of this amendment is illustrated by the following
example: Corporation A (a foreign corporation filing its return on a
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calendar year basis) whose stock is 100 percent owned by Corporation
B (a domestic corporation filing its return on a calendar-year basis)
for the first time:#ngaged. in trade or business in the United States
on January 1, 1940, and qualified under this amendment for the entire
period beginning from.that date and ending with December 31, 1951,
Corporation A %m,d accumulated earnings or profits ‘of $50,000, im-
mediately prior to January 1, 1940, and had .earnings or profits of
$10,000 for each taxable year during the uninterrupted period from
January 1, 1940, through December 31, 1951, It derived for the
period from January 1, 1940, through December 31, 1950, 90 percent
of its gross income from sources within the United States, and in
1951 derived 95 percent of its gross income from sources within the
United States. During the calendar years, 1940, 1941, 1942, 1943,
and 1944 corporation A distributéd in each year $15,000; during the
calendar years 1945, 1946, 1947, 1948, 1949, and 1950 it distributed
in each year $5,000; and during the vear 1951, $50,000. For 1951
a dividends-received credit of $31,025 will be given corporation B
with respect to the $50,000 received from corporation A, computed
as follows: , ‘ _ W
(1) $8,075 which is $8,500 (85 percent of the $10,000 of earnings
or profits of the taxable year) multiplied by 96 percent (the por-
tion of- the.gross income of A corporation derived during the tax-
able year from sources within the United States) plus v
(2) $22,950 which is $25,500 (85 percent of $30,000 (that part
of the eami:ﬁa or profits accumulated efter the beginning of the
uninterrupted period)) multiplied by 90 percent (the portion of
the gross income derived from sources within the United States
during that portion of ‘the uninterrupted period ehding at the
beginning of the taxable year). = . '
If, in the foregoing example, corporation A for the taxable year 1951
had incurred a deficit of $10,000 (shown to have been incurred prior
to December 31), and if it had distributed $50,000 on December 31,
1951, the dividends received oredit which corporation B would receive
would be $15,300, computed by multiplying $17,000 (85 percent of
$20,000 earnings or profits accumulated after the beginning of the
uninterrupted: period) by 90 percent (the portion of the gross income
from United States sources dum:ﬁ that part of the uninterrupted
period ending at the beginning of the taxable (ﬁear). ' o
Amendment No. 44: This amendment adds to section 51 of the
code (relating to individual returns) a new subsection (g) providing
for the-filing of a joint return by a taxpayer and his spouse for a
taxable year for which a joint return could have been made under
section 51 (b) even though the time prescribed by law for filing the
return for such taxable year has expired. This provision is effective
with respect to taxable years beginning after December 31, 1950;
The House recedes. o L S S
Amendment No. 45: This amendment adds section 313 to the bill
which relates to income-tax treatment of mutual savings banks

v 5 WUKiD,
building and loan associations, and cooperative banks, effective with
respect to taxable years beginning after December 31, 1951. . The
House recedes with -an amendment. . .. ...~~~ . .
Subsection (a) of section 313 as agreed to in conference repeals
section 101 (22,of the code (relating to exemption from tax of mutual
savings banks). ' ' '
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Subsection (b) amends section 101 (4) of the code to repcal the
exemption from tax of building and loan associations and cooperative
banks. Credit unions without capital stock organized and operated
for mutual purposes and without profit will remain tax-exempt under
section 101 (4) of the code. ‘ . '

The amendment to section 101 (4) of the code made by subsection (b)
will also continue to exempt from tax corporations or associations with--
out capital stock organized prior to September 1, 1951, and operated
for mutual purposes and without profit for the purpose of providing:
reserve funds for, and insurance of, shares or deposits in (A) domestic

~building and loan associations (as defined in sec. 3797 (a) (19), (B)
cooperative banks without capital stock organized and operated for
mutual purposes and without profit, or (C) mutual savings banks not
having capital stock represented by shares. o

Subsection (¢) amends section 454 of the code to add to the list of
corporations exempt from the excess profits tax any mutual savings
bank not having capital stock represented by shares, any-domestic
building and loan association (as defined in sec. 3797 (a) (19)), and
any cooperative bank without capital stock organized and operated
for mutual purposes and without profit.

Subsection (d) amends section 5 (h) of the Home Owners Loan Act
of 1933 (48 Stat. 132;12 U. S, C,, sec. 1464 (h)), to remove the language:
in such section exempting Federal savings and loan associations from
Federal income tax, war-profits, and excess profits taxes, in the case
of taxable years beginning after December 31, 1951, These associ-
ations will not, of course, be subject to the excess profits tax, by reason®
of the amendment made by subsection (¢). :

Subsection (e) amends- section 23 (k) (1) (relating to deduction
from gross income of bad debts) to provide rules with réspect to a.
reasonable addition to a reserve for bad debts in the caseof & mutual
savings bank not having capital stock represented by shares, a domestic
building and loan association, and a cooperative bank without capital
stock organized and operated for mutual purposes and without profit.
Where 12 percent of the total deposits or withdrawable accounts of
the institution’s depositors at the close of the taxable year exceeds
the sum of its surplus, undivided profits and reserves at t.{e beginning
of the taxable year it may take a deduction for a reasonablé addition
to a reserve for bad debts for such year in any amount determined by
it to be a reasonable addition for such year, except that such amount
shall not be greater than the lesser of (A) the amount of its net income
for such year computed without regard to this provision, or (B) ‘the
amount by which such 12 percent of its total deposits exceeds its.
surplus, undivided profits, and reserves at the beginning of such year.
Where the sum of the institution’s surplus, undivided profits, and
reserves at the beginning of the taxable year equals or exceeds 12
pereent of its total deposits or withdrawable accounts at the close of
such year, any deduction for such year for a reasonable addition to a
reserve for bad debts will be determined under the general provisions
of section 23 (k) (1). In determining a deduction for a reasonable
addition to a reserve for bad debts, and in determining the sum of the
surplus, undivided profits, and reserves, there will be taken into ac-
count surplus, undivided profits, and bad debt reserves accumulated
prior to the close of Decomber 31, 1951 (i. e., during the period for
which the institution was not subject to taxation). '
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Subsection (f) amends section 23 (r) (relating to the dediction from
gross income of certain dividends paid by banking corporations) to
provide that in the case of mutual savings banks, cooperative banks,
and domestic building and loan associations (for definition of domestic
building and loan associations, see section 3797 (a) (19) as-added by
section -313 (i) of the 'bill), there shall be allowed as deductions in
computing net income any amounts paid to, or credited to the
accounts of, depositors or holders of accounts as dividends on their
deposits or withdrawable accounts, if such - amounts may be with-
drawn on demand subject only to customary notice -of intention to
withdvaw.” For example, if an institution has the right to receive
30 days’ motice prior to the withdrawal of a deposit or of any amounts
paid or credited to the account thereof, the amounts credited will
nevertheless be considered as withdrawable -on demand subject -only
to customary notice of intention to withdraw. . :

Subsection (g) amends section 23 of the code (relating to deductions
from gross income) to :provide a deduction for repayment of certain
loans by & mutual savings bank mot having capital stock répresented
by shares, '-a domestic building and loan association (as8 defined in
gection 3797 (a)(19) of the code) or a cooperative bank without capital
stock organized and operated for mutual purposes and without profit.
It provides that amounts paid by the taxpayer during the taxable
year in repayment of loans made prior to September 1, 1951, by the
United States or any agency or instrumentality thereof which is
wholly owned by the United States, or by & mutual fund established:
under the authority of the laws of any State, shall be allowed as a
deduction in compiting net income of the taxpayer. An example for
this purpose of an agency or instrumentality wholly owned by the
United States would be the Reconstruction Finance Corporation. - .

Subsection (h) amends section 104 (a) of the code (défining the term
bank) to include, within the definition of bank, a ‘domestic building.
and loan association. - o _ , - c

‘Subsection (i) amends section 3797 (a) of the code (relating to defini-
tions for the purpose of the Internal Revenue Code) to define the term
“domestic building and loan association’’ to mean a domestic building
and loan association, a domestic savings and loan association, and &

Federal savings and foan association, substantially all the business of
which is confined to making loans to members.  This amendment is of
a clarifying nature and is not intended to change the existing meaning
of a domestic building and loan association.. ~ - o

Subsection (j) provides that the amendments made by the section
shall be applicable only with respect to taxable years beginning after
December 31, 1951, E : ' » N

Amendment No. 46: This amendment in general amends section
101 (12) of the-code to subject tax-exempt cooperatives to normal
tax and surtax on earnings not definitely allocated to the accounts
of'ga.trons. : ‘ P ORI O R S

he House recedes with an amendment making a clerical change,
~and with the following additional amendments. . First, it is provided:
that amounts allocated to patrons with respect toincome not derived:
from patronage, if made after the close of the taXable year and on or.
before the fifteenth day: of the ninth following month, shall be con=
sidered as made during the taxable year to the extent such gllocations
are attributable to income detived before the close-of the taxable year,
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Second, it is made clear that in taking into account patronage divi-
dends to patrons with respect to their patronage in computing the net
income of the cooperative, it is immaterial whether such dividends
relate to patronage of the taxable year of the cooperative or to patron-
age of preceding taxable years. Third, the provision of the Senate
amendment relating to withholding on patronage dividends in the
o.venlf }V]vit,hholding is required on corporate dividends is stricken from
the bill,

Under the conference agreement, patronage dividends allocated by
a cooperative to its patrons will not be treated as taxable income to
the cooperative. .

Amendment No. 47: This amendment, which adds a new sub-
paragraph (D) to section 102 (d) (1) of the Internal Revenue Code,
provides that the excess of the net long-term capital gain for the
taxable year over the net short-term capital loss for such year, less
the taxes imposed by chapter 1 of the code attributable to such excess,
shall be deducted from til.e net income in computing section 102 net
income. However, the fact that such excess is not to be taken into
account in the tax basis on which the penalty tax under section 102 is
imposed will not prevent capital gains from being taken into consider-
ation in determining whether earnings or profits of a corporation have
been permitted to accumulate beyond the reasonable needs of the
business. The House recedes. '

Amendment No. 48: This amendment amends section 112 (b) (7)
of the code (relating to clection as to recognition of gain in certain
corporate liquidations), so as to make it applicable to cases in which
the liquidation is pursuant to a plan adopted after December 31, 1950,
and the transfer of all the property under the liquidation occurs within
one calendar month in 1951 or 1952. The House recedes.

Amendment No. 49: This amendment amends sections 112 (b)
and 113 (a) of the code to provide for the nonrecognition of gain in-
certain cases, where, pursuant to a plan of reorganization, a share-
holder of a corporation which is a party to the reorganization receives
stock (other than preferred stock) in another corporation which is a
party to the reorganization without the surrender by such shareholder
of stock. This amendment is applicable with respect to taxable years.
onding after the date of the enactment of this act, but applies only
withlrespect to distribution of stock made after such date. ?[‘ho House
recedes. : .

Al:]endmcnt No. 50: This is a clerical amendment. The House
recoedes., :

Amendment No. 51: Section 303 of the House bill provides, in
general, that any gain from a sale of property used by tile taxpayer
as his principal residence will not be recognized if the taxpayer within
a period beginning 1 year prior to the date of such sale and ending 1
year after such date purchases property and uses it as -his principal
residence except to the extent that the taxpayer’s selling price of the
old residence exceeds his cost of purchasing the new residencé. 'The
Senate amendment provides that, where the taxpayer is constructing
the new residence, such period shall include 18, rather than 12, months
aftor such sale. If the taxpayer commenced construction of the new
residence more than 1 year prior to the date of the sale of the old resi-
dence, in determining the taxpayor’s cost of building the new residence
there will be included only so much of the cost as is attributable to
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the construction made during the period beginning 1 year prior to the
date of the sale of the old residence and ending 18 months after such
date. The House recedes. . ! :
Agmndment No. 52: This is & clerical amendment. - The House
recedes. o
Amendment No. 53: The House bill granted a percentage depletion
allowance at the rate of 5 percent in the case of deposits of asbestos,
sand, gravel, stone (including pumice, scoria, and slate), brick ¢lay, tile
clay, shale, oyster shell, clam shell, granite, and marble. The Senate
amendment granted percentage depletion in the case of asbestos at
the rate of 10 percent and added to the above list sodium chloride
and, if produced from brine wells, calcium chloride, magnesium chlo-
ride, potassium chloride, and bromine. The Senate amendment re-
moved slate from the parenthetical clause following stone and included
it as a separate item in this 5-percent category. The House bill in-
creased the 5-percent rate of percentage depletion now allowed for coal
to 10 percent. The Senate amendment followed this treatment in the
case of coal and included in this new 10-percent category those min-
erals which the House bill would have allowed percentage depletion
at a rate of 15 percent. These minerals are borax, fuller’s earth,
tripoli, refractory and fire clay, quartzite, perlite, diatomaceous earth,
metsillurgical grade limestone; and chemical grade limestone. The
Senate amendment -also added wollastonite, magnesite, dolomite, bru-
cite, and calcium and magnesium carbonates, to this 10-percent list,
and added aplite and garnet to the list now allowed percentage deple-
tion at the 15-percent rae. ’ ' . -
The bill, as passed by both the House and the Senate, made
technical amendments to section 114 (b) (4) (A) which do not alter
its substance. The House bill. changed the parenthetical clause,
stating that thenardite produced from brines or mixtures of brine
would be allowed: percentage depletion, to state that thehardite,
including thenardite from Erines or mixtures of brine, would be
permitted such allowance. The Senate amendment achieved the
same effect by striking the parenthetical clause. R
The amendments made by both Houses are applicable only with
respect to taxable years beginning after December 31, 1950. '
The House recedes with an amendment which restores bovax,
fuller’s earth, tripoli, refractory and fire clay, quartzite, diatomaceous
earth, metallurgical grade liméstone, and chemical gra(ie limestone to
the 15-percent category in which they appeared in the House bill and
which removes potassium chloride from the list of minerals to which
the Senate bill granted the percentage depletion allowance at the
5-percent rate. - Potassium chloride 'is entitled, under existing law, to
percentage depletion: allowance at 15 percént.. Under the conference
agreement calcium carbonates are granted an allowance of 10 perdent;
while marble, which is & calcium carbonate, receives 5 percent. . It is
intended, in any case where a mineral is'specifically provided for at a
stated rate of percentage allowance, that the specific provision will
govern over the allowance provided (whether higher or lower) for a
more general classification. G sl
It is the intention; in including stone in the 5-percent percentage
dopletion category, to limit. such term to its commonly understood
meaning. Thus, depletion would be-allowed'in the case of common



76 REVENUE ACT OF 1951

stone which is crushed for use in building roads but would not be
sllowed in the case of precious stones such as diamonds. -

Amendment No. 54: Section 115 (g) (3) of the Internal Revenue
Code provides in substance that section 115 (g) (1), relating to the
treatment as dividends of amounts distributed in redemption of stock,
shall be inapplicable where the redemption is of stock the value of
which is included in determining the value of the gross estate of a
decedent provided, among other limitations, that the value of the stock
in such corporation comprises more than 50 percent of the value of the
not estate of the decedent, Under the Senate amendment, the 50-
percent limitation would be reduced to 25 percent. The House
recedes with an amendment under which the value of the stock of
the corporation must comprise mors than 35 percent of the value
of the gross estate of the decedent. The amondment would be appli-
cable with respect to distributions in redemptions made after the
date of enactment of the act.

Amendment No. 55: This amendment amends section 116 (a) of
the Internal Revenue Code 8o as to apply the oxemption of earned
income received from sources without the United States to (1) an
individual citizen of the United States who has been a bona fide
resident of a foreign country or countries for an uninterrupted period
which includes an entire taxable year or (2) an individual citizen
of the United States who during any period of 18 consecutive months
is physically present in a foreign country or countries for a total of
at least 510 full days in such period. Amounts paid by the United
States or any agency thereof do not come within the provisions of
this amendment. The amendment further amends the Internal
Revenue Code to adapt the provisions respecting collection of income
tax at-source on wages to the substantive changes made to section
116 (a) of the code, and to eliminate withholding of Federal income
tax with respect to wages which are required by law of any foreign
country to be withheld upon for income taxes of such foreign country.
The House recedes with a clerical amendment.

Amendment Nos. 56, 57, and 58: These are clerical amendments.
The House recedes.

Amendment No. 59: This is a technical amendment conforming to
the (clonference agroement on Senate Amendment No. 1. The House
recedes. .

Amendment Nos, 60, 61, and 62: These are clerical amendments.
The House recedes. .

Amendment No. 63: This amendment provides rules for the appli~
cation of section 117 (j) in cases where land bearing an unharvested
crop is sold. The provision applies in cases where the land has been
held for more than 6 months. The period that the crop has been on
the land is immaterial. The House recedes.

Amendment No. 64: The IHouse bill contained a provision which,
effective for taxable years after 1950, amended section 117 (j).(1) of
the code to provide that the.term “property used in the trade or busi-
ness’’ includes livestock held by the texpayer for draft, breeding, or
dairy purposes for 12 months or more. The Socnate amendment
restates this provision to provide that the term ‘property used in ‘the
trade or business’”’ includes livestock, regardless of age, held by the
taxpayer for draft, breeding, or dairy purposes, and held by him for 12
months or more from the date of acquisition, The Senate amendment
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‘also provided that the term does not include poultry except that the
term does include turkeys regardless of age, held by the taxpayer for
breeding purposes, and held by him for 12 months or more from the date
of acquisition.  The Senate amendment also included rules respecting
effective date. The House recedes with an amendment striking out
the reference to turkeys. This provision of the bill is not intended to
change the present application of section 117 (j) of the code to race.
horses in any situation in which such race horses fall within the term
“property used in the trade or business.”

Amendments Nos. 65 through 72: Section 307 of the House bill
“(which corresponds to section 325 of the Senate bill) extended capital
gains treatment to certain coal royalties, The Senate amendments
added certain additional rules and conforming amendments to other
‘sections of the code. The House recedes on amendments- Nos. 65,
66, 68, 69, 70, 71, and 72, and recedes on amendment No. 67 with an
amendment striking out a reference to timber. ; -

é&mendment No. 73: This is a clerical amendment. The House re-
cedes. . _ . S

Amendment No. 74: The House bill provided that the amendments
relating to collapsible corporations shall be applicable to taxable years
beginning after December 31, 1950. This amendment limits the
effective date to taxable years ending after August 31, 1951, and
limits the ag)lication of the amendment to gains realized after such
date. The House recedes. : . . E

Aﬁnendment No. 75: This is a clerical amendment. The House
recedes : :

Amendment No. 76: Section 309 of the House bill added a new
subsection (n) to section 117 of the code to provide rules for the
treatment of capital gains and ordinary losses by a dealer in securities
in order to prevent the dealer from obtaining the most bencficial
tax result by a shift in securities from one account to another or by
insufficient identification of securities alleged to be within a particular
account, Under the amendment the provisions of section 117 (n)
arc made inapplicable to the extent that these provisions are incon-
sistent with the provisions of section 117 (i) relating to bond, etc.,
losses of banks. The House recedes. .

Amendment No. 77: This amendment strikes out section 310 o
the House bill. The House recedes with an amendment which adds
a new subsection (o) to section 117 of the Internal Revenue Code so
as to provide that in the case of a sale: or exchange, directly or in-
directly, of depreciable property (1) between husband and wife, or
(2) between an individual and a corporation in which he, his spouse,
and his minor children and minor grandchildren own more than 80
percent of the value of thoe outstanding stock, any gain recognized to
the transferor shall be considered ordinary immcome and not capital
gain. The transfer of the property can be from the corporation to
the stockholder or from the stockholder to the corporation. The
property transferred must be property which in the hands of the
transferee is property of a character which is subject to the allowance
for depreciation provided in section 23 (1) of the code. This amend-
ment shall bo applicable only with respect to sales or exchanges made
after May 3, 1961, o : ‘ A
- Amendinent No. ‘78: This amendment adds a new subsecction to
section 117 .of the code, to provide that certain payments received
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by an employee after the termination of his employment, which under
existing law are taxable as ordinary income, shall be treated as gains
from the sale or exchange of a capital asset held for more than 6
months. The House recedes with clerical amendments.

Amendment No. 79: This amendment, for which there is no corre-
sponding provision in the House bill, amends section 122 (b) (2)
(relating to the amount of net operating loss carry-overs) to provide
for a 4-year carry-over of 1948 and 1949 net operating losses by both
corporate and noncorporate taxpayers, and for a 4-year carry-over of
1946 and 1947 net operating losses by certain new corporations. The
amendments to section 122 (b) (2) are made applicable in computing
the net operating-loss deduction for taxable yecars beginning after
December 31, 1948. The House recedes with an amendment which
eliminates the provisions of the Senate amendment for the carry-over
of 1946 and 1947 net operating losses by new corporations and reduces
from four to three the number of years to which 1948 and 1949 net
operating losses may be carried forward by all taxpayers.

Amendment No. 80: This amendment amends subsection (d) of
section 130A, relating to definition of the term ‘‘restricted stock
option,” to provide that if the grant of an option is subject to stock-
holder approval, the date of the grant of the option shall be deter-
mined as if the option had not been subject to stockholder approval.

The amendment is made effective as if it had been enacted as a
part of section 218 of the Revenue Act of 1950. The House recedes
with a clerical amendment. .

Amendment No. 81: This amendment adds to the bill a new
section 331 pursuant to the provisions of which (1) a domestic cor-
poration which owns at least 10 percent of the voting stock of a
- foreign corporation from which it receives dividends in a taxable year
will, for purpose of computing the foreign tax credit of such domestic
corporation, be deemed to have paid & proportion of certain foreign
taxes paid, or deemed to be paid, by such foreign corporation, and
(2) such foreign corporation will, for the purpose of the above com-
putation, be deemed to have paid a proportion of certain foreign:
taxes paid by any other foreign corporation from which it receives
dividends in a taxable year, if the former foreign corporation owns
a majority of the voting stock of the latter foreign corporaton. The
House recedos with a clerical amendment and an amendment pur-
suant to which (2) above will be operative if the former foreign corpora-
tion owns 50 percent or more of the voting stock of the latter foreign
* corporation,

Amendment No. 82: This amendment amends section 147 of the
codo to give to the Sccretary the authority to require information
returns reporting payments of interest, regardless of amount. Under
existing law, except in the case of certain payments, information
returns may not be required from persons making payment of interest
unless the payment 1s $600 or more. The House recedes.with a
clerical amendment,

Amendment No. 83: This amendment adds a new section 154 to
supplement D of chapter 1 of the code, relating to returns and pay-
ment of taxes. -

Such section 154 provides that, where any individual dies after
June 24, 1951, and prior to January 1, 1954, while in active service
as a member of the Armed Forces of the United States, if his death
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occurred while serving in a combat zone, as determined under section
22 (b) (13) of the code, or at any place as a result of wounds, disease,
or injury incurred while 8o serving, (1) the tax im by chapter 1 of
the code will not apply with respect to the taxable year in which falls
the date of his death, or with respect to any prior taxable year which
ended on or after the first day he was so serving in a combat zone after
June 24, 1950, and (2) the tax (including interest, additions to the tax,
and additional amounts) imposed by chapter 1 of the code and under
the correspcending title of each prior revenue law for all taxable years
preceding those specified in (1) above, which is unpaid at the date of
his death shall not be assessed, and if assessed the assessment shall be
abated, and if collected shall be credited or refunded as an overpay-
ment. The House recedes with a clerical amendment.

Amendment No. 84: This amendment amends section 165 (b) of
the code, relating to distributions to an employee by a trust which
qualifies for exemption under section 165 (a).

Under section 1656 (b), amounts distributed or made available to an
employece by such a trust (in excess of the employee’s contributions)
are taxed to the employee only in the years in which distributed or
made available and, if the total distributions are paid to the employee
in one taxable year on account of the employee’s separation from the
service, the amount of the distribution (to the extent exceeding the
employee’s contribution) is taxed at capital gain rates (as from sale
or exchange of a capital asset held for more than 6 months).
~ Under the amendment, where such a total distribution occurs in
one taxable year, and consists in whole or in part of securities of the
employer corporation, that part of the excess (of the amounts dis-
tributed over the amount of the employee’s contributions) as consists
of net unrealized appreciation attributable to that part of the total
distributions made in securities of such employer corporation shall be
excluded from incoine in the year of distribution, and shall be subject
to tax only when the securities are sold (or otherwise disposed of in
a taxable transaction). The amount of the net unrealized apprecia-

“tion which is excluded shall in the hands of the recipient not be
included in the basis of the stock or other securities distributed.

The House recedes with an amendment providing that the pro-
posed treatment is also to apply to securities issued by a parent or
subsidiary corporation of the employer corporation.

Amendment No. 85: Under section 311 of the House bill, the special
rule for 1949 and 1950, set forth in section 202 (b) (2) of the code for
use in determining the reserve and other policy liability credit of life
insurance companies, would have been extonded to apply to texable
years beginning in 1951. Under this amendment there is substituted
for this provision a system for taxing such companies, but only for
taxable years beginning in 1951, which is different from that contained
in present law. Under this system, in lieu of allowing life insurance
companies an adjustment of their normal tax net income and of
‘their corporation surtax net income, by means of the reserve and
other policy liability credit, for purposes of.a tax imposed at the
regular corporate rates, a low-rate tax is imposed on the normal tax
net income. of such companies without allowance of any such credit.
Under the Senate amendment there is imposed for 1951 a tax equal to
3% perceat of the first $200,000 of the 1951 adjusted normal tax net
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income of such companies and 6% percent of the amount in excess
thereof. 'The House recedes with a clerical amendment.

Amendment No. 86: This is a clerical amendment. The House
recedes with a clerical amendment. . _

Amendment No. 87: This amendment makes technical and clari-
fying changes in the section of the House bill providing for tax treat-
ment under supplement Q of chapter 1 of the code of certain registered
management investment companies certified by the Securities and
Exchange Comimission as principally engaged in furnishinF capital to
corporations principally engaged in development or exploitation of
inventions, technological imﬁ)rovcments, new processes, or products
not previously generally available. The House recedes. o

Amendment No. 88: This amendment, for which there is no corre-
sponding provision in the House bill, makes a minor change in the
definition of ‘“‘system group”’ contained in section 373 (d) of the
Internal Revenue Code. Under this amendment, in determining
whetlier one or more of the corporations in a utility system owns
the required 90 percent of each class of the stock of another corporation
in the same system, there is disregarded not only stock which is pre-
farred to both dividends and assets, which t,yge of stock may be
disregarded for this purpose under present law, but also stock which
is limited and preferred as to dividends but which is not preferred as to
assets, provided that the total value of such stock is less than 1
pereent of the aggregate value of all classes of stock which are not
prefarred as. to both dividends and assets. This amendment is
applicable to all taxable years affected by exchanges and distributions
made after December 31, 1947. The House recedes with a clerical
amendment. . -

Amendment No. 89: This amendment subjects governmental col-
leges and universities and corporations wholly owned by such colleges
or universities to the supplement U tax on their unrelated business
net income, effective for taxable years beginning after Décember 31,
1951. 'The House recedes with a clerical amendment.

~Amendment No, 90: This is a clerical amendment. The House
recedes with a clerieal amendment,

Amendment No, 91: This amendment provides for retroactive ap-
{)Ii(:ut.ion to taxable yedrs beginning after December 31, 1938, and
efore January 1, 1951, of the provisions added by the bill to the
Internal Revenue Code with respect to the treatment of family part-
nerships for income tax purposes, which provisions are applicable
generally to taxable years beginning after Becember 31, 1950. The
House recedes with an amendment revising the effective date pro-
vision to provide that the amendmeonts made by the bill with respect
to family partnerships shall be applicable only with respect to taxable
yvears beginning after December 31, 1950, and to provide rules for
cases where the taxable year of the partner differs from that of the
partnership. _

In applying the proposed treatment of family partnerships to tax-
able years beginning after December 31, 1950, where the taxable year
of a partnership begins in 1950 and ends within or with, as to all the
fumi]ly “partners, taxable years which begin in 1951, the proposed
treatment shall apply to all distributive shares derived by the family
i)m'tnors from the taxable year of the partnership beginning in 1950;
wwever, where a taxable year of the partnership ending in 1961
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(whether beginning: in. 1850 or 1951) ends within or with a taxable
year of a family partner which began in 1950, the proposed treatment
is not applicable to any of the distributive shares of income derived
by the family partners from such taxable year of the: partnership.

Amendment No. 92: This amendment, for which there is no cor-
responding provision in the bill as it passed the House, amends section
127 of the code to provide an alternative treatment of war loss re-
coveries, applicable at the election of the taxpayer. Under the amend-
ment the amount of the recovery, to the extent that it does not exceed
the allowable deductions in prior taxable years on account of the
destruction or seizure of property in respect of which the recovery is
received, is excluded from gross income for the taxable year in which
the recovery is received. In lieu of including such amount in gross
income for the taxable year of the recovery, there is to be added to the
tax imposed by chapter 1 for such taxable year the total increase in
the tax under chapter 1 and chapter 2 for all taxable years which
would result by decreasing, in an amount equal to such part of the
recovery so excluded, deductions allowable in prior taxable years
with respect to the destruction or seizure of the property. To the
extent that the amount of the recovery exceeds the allowable de-
ductions in prior taxable years on account of the destruction or seizure
of the property, such amount is treated for the taxable year of the re-
covery as gain on the.involuntary conversion of property and is recog—
nized or nonrecognized as provided in section 112 (f). This amend-
ment also provides a new rule for the determination of the unadjusted
hasis. of property where the alternative treatment qf the recovery is
applicable pursuant to election made by the taxpayer. The House
recedes with amendments which revise section 127 (¢) (3) (A) and
(6), and make minor changes in the phrasing of section 127 (¢) (3)
(B) and (C) and section 127 (d) (2). The effective date of the amend-
ment is also changed so that it will be applicable to taxable years be-
ginning after December 31, 1941.

Section 127 (¢) (3) (A), relating to the definition of ‘“amount of
recovery” for the purposes of the new alternative treatment, is
revised under the conference agreement so that in the case of recovery
of the same property or interest considered under section 127 (a) as
destroyed or seized, such property or interest may be included in the
amount of recovery at its fair market value, determined as of the date
of recovery, or at the option of the taxpayer at the adjusted basis (for
determining loss) of such property or interest in the hands of the tax-
payer on the date of the loss. Subparagraph (A) is also revised to pro-
vide that for the purposes of section 127 (¢) (3) (B) and (C). (but not
section 127 (d) (2)) the amount of recovery shall be reduced by the
amount of the obligations or liabilities with respect to the property re-
covered, if the taxpayer for any previous taxable year choso under sec-
tion 127 (b) (2) to treat such obligations or liabilities as discharged or
satisfied out of such property, and such obligations or liabilities were
not so discharged or satisfied prior to the date of the recovery.

These two new rules incorporated into section 127 (¢) (3) (A) may
be illustrated by the following examples:

Example (1): The taxpayer on December 11, 1941, owned Blackacre,
a property located in Germany. The adjusted basis of such property
in the hands of the taxpayer on such date was $1,000,000. Under
section 127 (a) such property was deemed destroyed or seized in the

DOGAT—51——6
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vear-1941 and the taxpayer’s loss of $1,000,000 was an allowable
deduction for such year whether or not the taxpayer claimed such
deduction. A recovery with respect to such loss is required to be
taken into account under section 127 (¢). Assume that in 1946 the
taxpayer recovered this property and that on the date of recovery it
had a fair market value of $500,000. If the taxpayer elects to proceed
under the provisions of section 127 (¢) (3), he has an option to include
in the amount of the recovery respecting this property either the
fair market value on the date of the recovery ($500,000) or an amount
equal to the adjusted basis of the property as of the date of the
loss ($1,000,000). Assuming the taxpayer had no previous recovery
with respect to this property, its unadjusted basis under section 127
(d) (2) for the period subsequent to recovery would be $500,000 or
$1,000,000 depending upon whether the taxpayer chose to mnclude
the property in the amount of recovery in 1946 at its fair market
value on the date of the recovery or its adjusted basis as of the date
of loss. If the taxpayer chooses to treat $1,000,000 (the adjusted
basis of the property on the date of the loss in 1941) as the amount of
the recovery, there would be added to the tax for 1946 the total in-
crease in the tax which would result by decreasing from $1,000,000 to
zero the amount of the deduction allowable in 1941 on account of the
destruction or seizure of Blackacre. If the taxpayer chooses to treat
only $500,000 (fair market value on date of recovery) as the amount
of the recovery, there would be added to the tax for 1946 the amount
of the totel increase in tax resulting from decreasing to $500,000 the
amount of the dgduction allowable in 1941. If the $1,000,000 allow-
uble as a deduction in 1941 did not result in any tax benefit, then:
there would be nothing to be added to tho tax for 1946, whether the
taxpayer chooses the amount of the recovery as $500,000 or as
$1,000,000.

Example (2): The taxpayer on December 11, 1941, owned an in-
dustrial plant in Germany. The adjusted basis of such property in
the hands of the taxpayer on such date was $5,000,000. 'The property
on such date was subject to a mortgage of $3,000,000. Under the
provisions of section 127 (b) (2) the taxpayer chose to treat the
mortgage as discharged or satisfied out of the property. Assume
that 1n 1946 the taxpayer recovered this property and that on the
date of recovery it had a fair market value of $5,000,000, and is
still subject to the mortgage of $3,000,000. If the taxpayer elects
to have the provisions o% section 127 (¢) (3) apply, the amount of
the recovery respocting this property for the purposes of subparagraph
(B) is considered to tlg)e $2,000,000. Since this amount is equal to
the allowable deduction in 1941 under section 127 (b), all of such
amount is excluded from gross income in 1946; however, there is to
be added to the income tax for such year the total increase in the
tax under chapter | and chapter 2 for all taxable years which would
result from eliminating the allowable deduction of $2,000,000 in 1941,
Jor the purposes of paragraph (C) the amount of recovery is likewise
considered to be $2,000,000, so that there is no amount to be treated
for 1946 as gain from the involuntary conversion of the property.
However, this rule which reduces the amount of the recovery on
account of liabilities and obligations is not applicable in applying the
provisions of section 127 (d) (2). Under that section the amount of
the recovery in respect of the property is $6,000,000, and since there
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was no amount considered as gain upon involuntary conversion of the
property in 1946, such amount is not reduced and the basis of the
property is $5,000,000. : :
nder the conference agreement, as under existing law and the
Senate amendment, property considered as destroyed or seized under
.section 127 (a) of the code is considered as not being in existence from
the date of the loss to the date of its recovery. Thus, depreciation
on the recovered property is not allowable for the period between the
date of the loss and the date of the recovery. . - )
Section 127 (c¢) (5), relating to the election by the taxpayer to have
‘the provisions of section 127 (¢) (3) apply to war loss recoveries, has
been revised under the conference agreement to provide that if the
taxpayer elects to have the provisions of paragraph (3) applicable in
any taxable year in which he recovers any money or property in
respect of property considered under section 127 (a) as destroyed or
-seized, the provisions of paragraph (3) shall be aEplicable to all tax-
able years of the taxpayer beginning after December 31, 1941. Such
-election once made is irrevocable. The election by the taxpayer is to
be made in such manner and at such time as the Secretary may by
regulations prescribe. However, no election may be made after De-
-cember 31, 1952, by the taxpayer unless he receives war loss recoveries
during a taxable year ending after the date of enactment of the Reve-
nue Act of 1951. - S )
If under an election made by the taxpayer the provisions of sec-
tion 127 (¢) (3) are applicable to any taxable year, the period of
limitations provided in section 275 and 276 of the code for the assess-
ment and collection of (1) the amount to be added to the tax for such
taxable year under section 127 (c¢) (3), and (2) any deficiency for such
‘taxable year or for any other taxable Kesr to the extent attributable
‘to the basis of the recovered property being determined under section
127 (d) (2), shall not expire prior to the expiration of 2 years following
‘the date of the making of such election.s Any amount and any
deficiency specified in clauses (1) and (2) of the preceding sentence
may be assessed at any time prior to the expiration of such 2-year
period, notwithstanding any law or rule of law which would otherwise
prevent such assessment and collection.
Paragraph (5) further provides that if section 127 (c¢) (3) is applicable
to any taxable year pursuant to the taxpayer’s election, and credit
or refund of any overpayment resulting from the application of
-section 127 (c) (3L to such taxable year is prevented on the Cate of
the making of such election, or within 1 year from such date, by any
law or rule of law (other sec. 3761 of the Internal Revenue Code,
relating to compromises), credit or refund of such overpayment may
nevertheless be. made or allowed if claim therefor is filed within 1 year
from such date., . . .
Paragraph (5) further f)rovides that in the case of any taxable year
-ending before the date of the making by the taxpayer of an election,
no interest shall be paid upon any overpayment resulting from the
application of the provisions of section 127 (c) (3) to such year, and
no interest shall be assessed or collected with respect to any amount
or any deficiency specified in clauses (ll} and (2) above, for any period
prior to the expiration of 6 months following the date,of the making
of such election by the taxpayer. :
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Amendment No. 93: This amendment adds a new subsection (ff)
to section 23 of the code (relating to deductions from gross income),.
roviding that expenditures paid or incurred during the taxable year
or the purpose of ascertaining the existence, location, extent, or
quality of any deposit of ore or other mineral, and paid eor incurred'
prior to the beginning of the development stage of the mine or- de--
posit, may be deducted in computing net income for the taxable year,.
except to the extent that such expenditures exceed $75,000. The-
subsection further provides that the taxpayer may elect to treat as.
deferred expense any portion of such deductible amount, in which:
event such deferred portion shall be deductible on a ratable basis as.
the units of produced ores or minerals discovered or explored by
reason of such expenditures are sold. No deduction may be taken:
under this new subsection if in any four preceding years (not neces--
sarily consecutive yecars) the taxpayer, or any individual or corpora-
tion (who has transferred to the taxpayer any mineral or ore property-
under circumstances which make the provisions of pars. (7), (8), (11),
(13), (16),(17), (20), or (22) of section 113 (a) of the code applicable to-
such transfer), has taken a deduction, or elected to treat exploration
expenditures as deferred expense, under the new subsection. The House-
recedes with a clerical amendment, ’

Amendment No. 94: This amendment would have added a new
subsection (n) to scction 115 of the code to provide a special rule for-
the treatment of gain upon the complete liquidation of a corporation
where the distribution in liquidation included stock in another corpo--
ration to which unimproved real estate had been transferred in antici- -
pation of such liquidation. The Senate recedes.

Amendment No. 95: This amendment adds paragraph (20) to-
section 3797 of the code to provide in substance that a full-time life
insurance salesman who is an employee under the definition contained
in the Federal Insurance Contributions Act shall be considered to be
an “employce’ for the purpose of applying the provisions of chapter 1
(such as sections 22 (b) (2) (B), 23 (p) and 165) which determine the
effect of contributions for the benefit of, and distribution to, “an
employee’” under a stock bonus, pension, profit-sharing, or annuity
plan. The amendment is applicable to taxable years beginniug after
1938. Thoe House recedes.

Amendment No, 96: This amendment would allow in full, for pur-
poses of computing the net operating loss (as defined by sec. 122 (a) of
the code) of a taxpayer other than a corporation, deductions allowable
under section 23 (o) (2) (relating to losses incurred in a transaction
entered into for profit) and section 23 (e) (3) (relating to losses of
property not connected with a trade or business, if the losses arise
from fire, storm, shipwreck, or other casualty or from theft). Under
existing law, in computing the net operating loss in the case of such a
taxpayer, section 122 (d) (5) limits the deductions otherwise allowable
under section 23 of the code which are not attributable to a trade or
business regularly carried on by the taxpayer to the extent of the
gross income not derived from such trade or business, The House
recedes with an amendment which removes from the present limita-
tion in section 122 (d) (5) deductions for losses sustained after Docem-
ber 31, 1950, in respect of property, if the losses arise from fire, storm,
shipwreck, or other.casualty, or from theft. The amendment will
enable a taxpayer who is an individual to take such losses into account
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in computing a net operating loss which may be carried back 1 year
or carried forward 5 years. The amendment is made applicable in
computing the net operating loss deduction for taxable years ending
after December 31, 1948. : ;

Amendment No. 97: This amendment relates to the abatement of
tax of certain irrevocable trusts to the extent that the income is
.owned by any individual who dies on or after December 7, 1941, while
in active service as a member of the military or naval forces of the
United States or of any of the other United Nations and prior to
January 1, 1948,

The House recedes with an amendment which provides that, in the
.case of & trust which accumulated income for a beneficiary who died on
-or after December 7, 1941, and before January 1, 1948, while in active
service as a member of the military or naval forces of the United States
.or of any of the other United Nations, there shall be allowed as a
deduction in computing the net income of the trust for any taxable
year the income of the trust for such taxable year, before diminution-
for income taxes with respect thereto, which was, or would have
beon but for such diminution, accumulated for such beneficiary.

This deduction shall be allowed, however, only if (1) the income
-accumulated was for a taxable year of the trust which ended with or .
within a taxable year (ending on or after December 7, 1941) of such
beneficiary during any part nghich he was a member of such military
or naval forces, or, in the case of the taxable year of the trust during
‘which such beneficiary died, the income accumulated was for the
period in such taxable year prior to the death of such beneficiary, and
(2) the 'amount of sucg accumulated income-was, without regard to
this amendment, taxable to the trvast, and (3) the income for such
taxable year accumulated for the ’ueneﬁoiary, if not distributed to him
prior to his death, was payable by the trust at or after his death only
‘to his estate, spouse, or lineal ancestors or descendants. -~

Amendment No. 98: This amendment (effective for taxable years
ending after the date of enactment of this bill) would require & net
worth statement to be filed with the return of any individual who
during the taxable year received gross income in excess -of $10,000
from one or more unlawful trades or businesses. The Senate recedes..

Amendment No. 99: This amendment amends the life insurance
.ccompany provisions of the code to provide that the life insurance
department of a mutual savings bank-is to be taxed as a life insur-
ance company. This amendment is a corollary of amendment No. 45,
relating to the taxation of mutual savings banks. The amendment
is applicable only with respect to taxable years beginning after.
December 31, 1951. . : o ST R S

The House recedes with an amendment which adds a new section 110
to the code to-provide the method for computing the tax of a mutual
savings bank authorized under State law to conduct a life insurance
business and which conducts such a business in a separate depart-
ment the accounts of which are maintained separately from the other
departments of the bank, The tax is to.consist of the sum of (1) a
partial tax computed under sections 13 and 16 of the code upon the.
net income of t};x_e bank determined without regard to any items of
income or deductions ]l)ro'perly-allocable to the life insurance depart-
ment; and (2) a partial tax upon the net income of the life insurance
department determined without regard to any items of income or
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deductions not properly allocable to such department at the rates
and in the manner provided in supplement G with respect to life
insurance companies. In determining the net income for purposes of
such partial taxes no account shall be taken of any transactions
between the insurance department and the bank or any other
department thereof.

'he amendment is applicable only with respect to taxable years.
beginning after December 31, 1951,

Amendment No. 100: This amendment adds at the end of section
422 (b) of the code (relating to definition of unrelated_trade or business.
for the purpose of determining the unrelated business net income
subject to the supplement U tax) a special rule with respect to pub--
lishing businesses carried on by-colleges and universities. This amend-
ment is applicable with respect to taxable years beginning after
December 31, 1950 and prior to January 1, 1953. The purpose of
this amendment is to afford an organization (exempt under sec. 101 (6)
and subject to supplement U) which owns a publishing business
limited opportunity to conform or relate such publishing business:
to its<educational or other exempt purposes within the time specified
in the amendment, and thus be relieved of supplement U tax thereon
for taxable years preceding the taxable year in which the activity
becomes related. The House recedes with a clarifying amendment.

Amendment No. 101: This amendment, for taxable years beginning
prior to January 1, 1954, treats as related, for the purposes of the:
tax irnposed by supplement U, an unrelated trade or business carried
on by certain educational organizations. The House recedes with an:
amendment which adds at the end of sestion 442 (a) (relating to the
definition of unrelated business net income for the purpose of the.
supplement U tax) a special rule with respect to unrelated trades or
businesses carried on in partnership by certain educational organiza-
tions. The amendment is applicable with respect to taxable years:
beginning after December 31, 1950, and prior to January 1, 1954,

Amendment No. 102: This amondment adds a new subsection (e}
to section 504 of the code relating to the computation of undistributed:
subchapter A net income for purposes of the imposition of the surtax:
on personal holding companies. Subsection (e) will provide for the.
deduction, for purposes of computing undistributed subchapter A net.
incomo, of an amount by which the undistributed subchapter A net
income determined without regard to subsection (e) exceeds the:
amount which could be distributed on the last day of the taxable year
- as a dividend (1) without the violation of any action, regulation, rule,.
order, or proclamation made under the Trading With the Enemy Act.
of October 16, 1917, as amended, or the First War Powers Act of 1941,
and (2) not subject to & lien mn favor of the United States.. The
amendment is applicable to taxable years beginning after 1939. The
House recedes with a clerical amendment. : : :

Amendment No, 103: This is a technical amendment to provide that:
the fifth sentence of section 1700 (a) (1) of tha code, added by Public
Law 124, Eighty-second Congress, shall be stricken from the code as.
surplusage upon elimination of the second sentence as provided in
the House bill. The House recedes. = ‘ ‘

Amendment No. 104: This amendment retains the substantive pro-
visions of the House bill, but differs therefrom in the following respects:
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(a) Whereas the House bill would grant an exemption from the
admissions tax in the case of shows or performances the proceeds
of which inure exclusively to the benefit of certdin organizations,
such as religious, charitable, and educational groups, no such ex-
emption would apply, under the Senate amendment, in the case
of any motion-picture exhibition. Under the Senate amendment,
to come within the exemption privilege, a religious institution
must be a church or a convention or association of churches; an
educational institution, to be entitled to the exemption, must have
a regular curriculum and student body; and a charitable. institu-
tion must be supported, in whole or part, by Federal or State
funds or:by contributions from the general public.

(b) The Senate amendment eliminates the pre-1941 exemption
in the case of admissions all the proceeds of which inure exclu-
sively to the benefit of societies for the prevention of cruelty to
children or animals and the pre-1941 exemption in the case of
societies or organizations conducted for the sole purpose of main-
taining a cooperative or community center motion-picture theater.

(¢ ereas the House bill would exempt admissions to agri-
cultural fairs and to any exhibit, entertainment, or other pay
feature conducted by the fair association as:part of the fair, the
Senate amendment imits the exemption to the general admission
charge to the faironly. - -~ - : - [

(d) The exemption granted under the House bill in the case
of benefits conducted for or on behalf of police or fire departments;
their members or heirs has been further limited to provide that
the proceeds from such benefits must inure exclusively to-the
benefit of the police or fire department or to a retirement, pension
or disability fund for the members or their heirs. o

(e) The 'ge'nat'e amendment also makes it plain that an exemp-
tion from the admissions tax is to apply to operas as well as sym-

- phonies which receive their support from voluntary contributions.
The House recedes with an amendment which provides an exemption
from tax on admissions, the proceeds of which inure exclusively to the
henefit of an organization (organized prior to October 1,.1951) which
is exempt under section 101 (8) of the code and which is operated for
the purpose of conducting an annual chautauqua program of.educa-
tional, cultural, and religious activities at 8 permanent location. . -
The bill restores the provisions of section 1701 (c) :of the code
without change, so that admissions to concerts conducted by a civic
or community. membership association (such .as orchestras, choral
societies, ete.) will be exempt fron. tax. s L
AJ(;lendmen't No. 105: This is'a clerical amendment. . The House
recedaes, . .. T T S ST D - S
Amendment No. 106: This amendment grants an exemption. from
the admissions tax covering admissions (1):to a home or garden which
is temporarily opened to the general public as.part of & (fro rram carried
on by a society. or: organization -for such purpose and (2) to historic
sites, houses, and shrines, and museums conducted in connection thers-
with, maintained and operated by a society or organization devoted
to the preservation of such places. The House recedes. R
Amendment No. 107: This amendment provides that the increase
in the rate of tax with respeot' to- cigarettes shall be reduced to the
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present rate of tax effective January 1, 1954. The House recedes
with an amendment fixing the rate reduction date as April 1, 1954,

Amendments Nos. 108 and 109: These are clerical amendments,
The House recedes. : : )

Amendment No. .10: This amendment makes provision for a floor-
stocks refund on tax-paid cigarcttes which are held for sale on January
1, 1954, the rate reduction date specified in the bill as passed by the
Senate. The House recedes with an amendment fixing April 1, 1954,
as the inventory date to correspond with the change made in the rate
reduction date and an amendment fixing July 1, 1954, as the date
before which claims for refund must, be filed.

Amendment No. 111;: This amendment provides for a reduction in
the rate of tax on snuff and chewing and smoking tobacco from 18
cents per pound to 10 cents per pound. The House recedes with a
technical amendment. 4

Amendment No. 112: This amendment strikes out the provisions
of section 431 of the House bill imposing a retailers’ excise tax upon
mechanical lighters for cigarettes, cigais, and pipes. Such articles
will be taxed at the manufacturers’ level at the rate of 15 percent (see
amendment No. 189). 'The House recedes.

Amondments Nos., 113 and 114: These amendments are clerical.
The House recedes. . L

Amendments Nos. 115 and 116: These amendments provide that
the retailors’ excise tax shall not apply with respect to the sale of
miniature samples of cosmetics, toilet articles, lotions, powder, etc.,
taxable under section 2402 (a) of the code, made by a manufacturer
or distributor to a house-to-house salesman for demonstration purposes
only'lunless such samples are resold by the salesman. The House
recedes.

Ar{mndment No. 117: This amendment is clerical. The House
recedes. .

Amondment No. 118: This amendment strikes out all -of the provi-
sions of the House bill relating to the imposition of a tax of 2 cents per

allon upon any liquid sold or used as a fuel in a Diesel-powered
ffy;ighway vehicle. The House recedes with an amendment which re-
stores the House provisions but provides that effective April 1, 1854,
the rate of tax on such fuel will be reduced to 1% -cents per gallon.

Amendments Nos. 119 and 120: These amendments are clorical.
'The Senate recedes. ‘

Amendmeoents Nos, 121 and 122: These amendments provide that
the increase in tax imposed with respect to distilled spirits generally
and to imported perfumes containing distilled spirits slllall be reduced
to the present rate of tax effective §anuury 1, 1954, The House re-
cades with an amendment fixing April 1, 1954, as the rate reduction
.date in lieu of January 1, 1954,

Amendments Nos. 123, 124, 125, and 126: Theso amendments. are
clorical. The Senate recedes. .

Amondments Nos, 127, 128, and 129, These amendmeonts provide
that the increase in tax with respect to wines of the various clagsifi-.
-cations specified shall be reduced to the present rate of tax effective
January 1, 1954. ‘The Houso recedes with an amendment providing
that the rate reduction date shall be April 1, 1954.

Ax{mndmont No. 130: This amendment is clerical. The Senate
recedes,
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Amendment No. 131: This amendment pmv1des that the increase
in tax imposed with respect to certain sparkling wines, liqueurs, and
cordials sKall be reduced to the present rate of tax effeotive January
1, 1954. The House recedes with an amendment establishing the
rate réduction date as April 1, 1954.

Amondments Nos, 132, 133 134, 135, and 136: - These are clerieal
amendments. The Senate recedes.

Amendment No. 137: This amendment provides that the increase
in the rate of tax imposed with respect to fermented malt liquors
shall be reduced to the present rate of tax effective January 1, 1954,
The House recedes with an amendment providing that the rate reduc-
tion date shall be April 1, 1954.

Amendments Nos, 138, 139, and 140: These amendments are cler-
ical. 'The Senate recedes.

Amendment No. 141: This amendment provides for ﬂoor stocks re-
funds with respect to tax-paid distilled spirits, wine, and beer held for
sale upon the termination of the tax rate increases proposed for these
products in the bill. The House recedes with an amendment fixing
the inventory date to be used in determining the amount of refunds‘as
April 1, 1954, in lieu of January 1, 1954, and with a clerical amend-
ment,

Amendment No. 142: This is a clerical amendment The House
recedes with a clerical amendment. o

Amendment No. 143: This is a clerical amendment The House
recedes with & clerical amendment. o

Amendments Nos. 144, 145, and 146: These amendments are clori-
cal. The Senate recedes.

Amendments Nos 147, 148, and 149: These amendments prowde
that the increase in the occupatlonal tax for wholosale dealers in
liquor, retail dealers in liquor, and wholesale dealers in malt liquor,
respectively, shall be reduced to the present rate on and after January
1, 1954. t)}ndex the House bill, the increase in rates was permanenb
The Senate rocedes.

Af{londment No. 150: This amendment is nlm'lcal The’ Smate
recedes :

Amendment No. 151: The House bill plowdcd for an increase in
the rate of draw-back on distilled spirits used in‘certain nonbevorago
products, The Senate amendment makes technioal rovisions in this
provision so as to provide for reduction of the amount of dmw—-bnok
aftor December 31, 1953, to correspond with the reduction in the
rato of tax on distilled spmts on and after January 1, 1954, The
House recedes with clerical amendments and with-an amendment
providing that the reference to draw-backs made after December
31, 1953, shall be changed to‘March 31, 1954, to take into account
tho (,lmnge in the rate reduction date. '

Amendment No. 152: This amendment is clerical. . The Senate
recedes.

Amendment No. 153: '1‘hls amendment eliminates tho increaso in
tax proposed under the House bill on bowhng &lloys und billiard and
pool tables. ‘The House recedes.

Amendment No., 154: This is a- clerical amendmont Tho House
recedos with a clerical amendment

Aglcndment No. 1565: This is a clerical amondment The Senate
recedes.



90 REVENUE ACT OF 1951

Amondment No. 156: This is a clerical amendment. The House
recedes with a clerical amendment,

Amendments Nos. 157, 158, 169, 160, 161, and 162: These amend-
ments are clerical. The Senate recedes. :

Amendment No. 163: This amendment is technical and makes it
clear that any person who is liable for tax under subchapter A of
chapter 27A of the code, as added by the bill, or who is engaged in
receiving wagers for or on behalf of any person so liable, ags'who
commenced the activity which makes him subject to tax, or who was
ongaged in receiving such wagers, prior to the day on which such tax
becomes effective shall be required to pay the special tax imposed by
subchapter B of chapter 27A. The I)‘iouse rocedes with clerical
amendments,

Amendments Nos. 164 and 165: These are clerical amendments.
The Senate recedes, ,

Amendment No. 166: This amendment provides that the increase
in the rate of the manufacturers’ excise tax with respect to trucks,
busses, ete., shall revert to the present rate of tax effective January 1,
1954, The House recedes with an amendment providing that the
rate reduction date shall be April 1, 1954, o

_Amendment No, 167: This amendment eliminates the present tax.
of 7 percent upon the sale of house trailers, including .parts and
accessories therefor, This amendment will become effective on the
first day of the first month which begins more than 10 days after the
date of enactment of the bill, thus, the tax would apply with respect
to the sale of house trailers made prior to such effective date and
notwithstanding that such purchases may be paid for on an install-
ment plan after such date. A house trailer would be considered as
sold prior to such effective date if the right of possession thercto
passed to the purchaser prior to such effective date. .

The amendment also provides that the increase in the rate of the
manufacturers’ excise tax with respect to automobile chassis and bodies,
motoreycles, trailers, and semitrailers (other than house trailers) suit-
able for use in connection with autemobiles, shall revert to the present
rate of tax with respect to sales made on and after January 1, 1954,
The House recedes with an amendment providing that the rate reduc-
tion date shall be April 1, 1954, .

Amendment No. 168: This amendment provides that the increase
in the rate of the manufagturers’ excise tax with respect to parts and
accessories for automobiles shall revert to the present rate of tax
with respeet to sales made -on and after January 1, 1954, The House
recedes with an amendment providing that the rate reduction date
shall be April 1, 1954, - '

Amendment No. 169: This is a technical amendment. The House
recedes.

Amendment No, 170: This is a clerical amendmoent. The Senate
recedes. ' )

Ax;wndment No. 171: This is a tochnical amendment. The House
recedes, _

Amendment No. 172: This is a clerical amendment. The House
recedes with a clerical amendmont, : S

Amendment No, 173: This amendment provides that a manu-
facturer of refrigerator components may se{l such components tax
Afree to a wholesaler or dealer if such components are purchased for
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resale to a manufacturer of refrigerator equipment and provided the
regulations prescribed by the Secretary of the Treasury relating to
such sales are complied with, The House recedes with clerieal
amendments, \

Amendment No. 174:. This amendment (a) revises the taxable lis
of sporting goods in the House bill to exclude baseballs and baseball
equipment, (b) reinstates certain items taxable under present law but
excluded under the House bill, (¢) retains the present 10 percent rate
of tax with respect to fishing equipment, and &) increases the rate of
tax, like the House bill, with respect to the remaining sporting equip-
ment to 15 percent,. The House recedes, with an amendment. pro-
viding that snow toboggans and sleds 60 inches or less in length shall
not be subject to tax and that the increase in the rate of tax shall
Tevert to the present rate of tax effective April 1, 1954.. :

Under the provisions of the act of August 9, 1950 (the Dingell-
Johnson Act), an amount equal to the revenue accruing from the tax
on fishing rods and: equipment is authorized to be appropriated for
assistance to the States for fish restoration and management projects,
‘The amendments made by this bill will not affect such authorization
mor the pérmanency of such act. -

Amendment No. 175: This is a clerical amendment. The House
recedes with a clerical amendment. .

Agxendment No. 176: This is a clerical amendment. The House
recedes. - _ : ' :

Amendment No. 177: This is a clerical amendment. The Senate
recedes. o _ . : - \

Amendment-No. 178: This. amendment strikes out electric. direct
motor-driven fans and air circulators of the industrial type and electric
air heaters of the blower type from the list of items subject to the
manufacturers’ -excise tax under section 3406 (a) (3) of the code.
Senate amendment No. 182 exempts from the tax'all appliances listed
in such sections which are of the industrial type. - = -

The House recedes with an amendment which provides that the tax
imposed by section 3406 (a) (3) of the code shall not apply to electric
direct motor-driven fans and air circulators of the industrial type, and
shall apply in the case of all other a{)‘pliances listed in section 3406
(a) (3), including those added to such list by the bill, only to such
appliances of the household type. : : , -

- Amendment No, 179: This is a clerical amendment, Thé House
recedes with a technical amendment to conform to the action of the
conferees. with respect to. amendment No. 178, o ,

‘Amendment No. 180: This amendment adds electric exhaust
blowers to the list of items subject to the manufacturers’ excise tax.
The House recedes. - L A

Amoendment No, 181: This amendment strikes out the provision
of the House bill which would have added electric shavers to the
list of appliances sub}‘ecbvto the manufacturers’ excise. tax under
section 3406 (a) (3) of the code, and adds eléctric garbage-disposal
units to such list. The Housge recedes with an amendment which
omits both items from the list-of appliances subject-to the tax. .

Amendment No. 182: This . amendment provides that the. tax
in‘:Fobedbbysection 3406 (a) (3) will not apply to uppliances of the
industrial type. The substance of this amendment is covered by the
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action of the conferces with respect to amendment No. 178. The
Scnate recedes. ' V o

Amendmont No. 183: This amendment makes the provisions of sec-
tion 3441 (b) (relating to sale price of a taxable article) applicable to
a situation where a manufacturer has a plan of negotiating the sale of
an article to the ultimate user for and on behalf of the retailer of such
article. The Senate recedes. '

Amendment No. 184: The House removed certain items from the
list of articles subject to the manufacturer’s excise tax on photo-
graphic apparatus, imposed by section 3406 (a) (4) of the code, and
subjected the items upon which the tax is retained to a uniform 20
percont rate.

The Scnate amendment (a) retains the present list of photographic
items subject to tax and subjects such items to a uniform tax rate of
15 porcent with respect thereto and (b) provides that the tax on a
sale of unexposed 35-millimeter color positive-print motion-picture
film shall be computed, in lieu of on the price for which so sold, on
the price for which an equivalent quantity of unexposed 35-milli-
moter black-and-white positive-print motion: picture film is sold.
The House recedes with an smendment which restores the House
provision with a clerical amendment. _ :

Amendment No. 185: This is a clerical amendment. The House
recedes with a clerical amendment. ) -

Amendments Nos. 186 and 187: These are clerical amendments.
The House recedos.

- Amendments Nos. 188 and 189: The House bill imposed a manu-
facturers’ exciso tax, at a rate of 20 percent, on mechanical pencils,
fountain pens, and ball puinl pens, Senato amendment No. 189 adds
to this list mee..anical ‘ight.ers for cigarettes, cigars, and pipes (the
House had imposcd a tax on these items at the retail level ; see amend+
ment No. 1125, and Senate amendment No. 188 provides a rate of
tax of 10 percent on all these items, The House recedes on amendment
No. 189, and recedes with an amendment on amendment No. 188
fixing the rate of tax on these itoms at 15 percent. '

Amendment No. 190: This is a technical amendment. The
Houso recedes,

Amendmont No. 191: This is a clerical amendmont. The House
recedes with a clerical amendment,

Axiwndmunt No. 192: This is a clerical amendment, The House
TOCeaes, . ) N
Amendment No, 193: This is a clerical amendment. The House

recedos with a clerical amendment,

Amendment No. 194: This amendment provides thatethe increase
in the rate of tax on gasoline shall be reduced to tho present rate of tax
effoctive January 1, 1954, The House recedes with an amendment
fixing the rate reduction dat~ as Aoril 1, 1954,

Amendments Nos, 195, 196, and 197: 'These are clerical amendments,
The House recedes on amendments Nos. 195 and 196 and recedes with
a clerical amendment on amondment No., 197. .

Amoendment No. 198: This is a technical amondment. The House
rocedes with a further technical amendment providing that the credit
and refund provisions of section 3443 of tlfe code shall be applicable to
the floor stocks tax imposed on gasoline.
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- Amendment No. 199: This amendment provides for a floor stocks
refund on certain gasoline held for sale on January 1, 1954, the date
provided by Senate amendment No. 194 for termination of the increase
in tax on gasoline. The House recedes with an amendment fixing
April 1, 1954, as the inventory date to correspond with the change
made in the rate reduction data.
Amendment No. 200: This is a clerical amendment. The House
recedes with a clerical amendment. o ‘ :
Amendments Nos. 201, 202, and 203: These are clerical amendments.
The Senate recedes. A : ' :
Amendment No, 204: ‘The House bill reduced the rate of tax on
domestic telograph, cable, or radio dispatches from. 25 percent to 20.
percent. 'The Senate amendment further reduces the rate of tax to.
15 percent. 'The House recedes. : , '
Amendments No. 205, 2086, 207, 208, and 209: These are clerical
amendments. The House recedes. R . .
- Amendment No. 210: This amendment provides that no tax shall
be imposed under section 3465 (a) (1) (A) of the code on any pay-.
ment received for any telephone or radio telephone message which
originates within a combat zone, as defined in section 22 (b) (13),
from & member of the Armed Forces of the United States performi
service in such combat zone. The House recedes with a cleric
amendment, ' ‘
Amendment No. 211: This i8 a clerical amendment. The House
recedes with a clerical amendment, : . ‘
Amendment No. 212: This amendment strikes out the provisions of
the House bill which would impose & tax on the transportation of crude
petroleum and liquid products thereof by water from one point in the
United States to another when such transportation is performed by the
owngr of the crude petroleum and liquid products thereof. The House
recedes. . | o
Amendment No. 213; This amendment provides that no tax shall
be imposed with respect to the transportation of persons by water on
a vessel which makea one or more intermediate stops at ports within
the United States, Canada, or Mexico on a voyage which beginsg or
ends in the United States and ends or begins outside the northern por-
tion-of the Western Hemisphere if the vessel in stopping at such inter-
mediate ports is not authorized both to discharge and to take on
passengers. The House recedes with a clerical amendment,
Amendment No, 214: This amendment provides that section 3475
of the code, relating to the tax on the transportation of property,
shell not apply to the transportation of earth, rock, or other material
excavated within the boundaries of, and in the course of, & construc-
tion project and transported to any place within, or adjacent to, the
boundaries of such project. The House recedes with an amendment
providing that the determination as to the applicability of the tax
mmposed by section 3475 in the case of the transportation of an
oxcavated material, other than transportation to which the amend-
ment made by this subsection applies, shall be made as.if this sub-
section had not been enacted and without inferences drawn from the
fact that the amendment made by this: subsection is not expressly
applicable to the transportation of such other material, - o
Amendment No, 215: This is a clerical amendment. . The House
recedes with a clerical amendment. . '
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Amendment No, 216: This amendment provides for a refund of tax
on cigarcttes, distilled spirits, wine, and beer equal to the difference
between the tax paid on such items and the amount of tax made
applicable on and after January 1, 1954, brought from a foreign
trade zone into customs territory of the United States on and after
January 1, 1954, the rate reduction date specified with respect to
the taxable articles in question. The House recedes with a clerical
amendment and with an amendment fixing the determinative date
as April 1, 1964, in lieu of January 1, 1954, ' :

Amendment No. 217: This amendment provides that the Secretary
of the Treasury is authorized and directed to make refund, or allow
credit, in the case of a distiller or rectifier, if he so elects, in the amount
of the internal revenue tax and customs duties paid on spirits pre-
viously withdrawn, and lost or rendered unmarketable by reason of
the 1961 floods, provided certain conditions are met. The House
recedes with a clerical amendment.

Amendment No. 218: This amendment is clerical. The House
recedes, :

Amendment No. 219: This amendment, for which there is no corre-
sponding provision in the bill as passed by the House, provides in a
new subsection (e) (1) of section 430 for the computation of an alter-
native amount of excess profits tax for each of the first five taxable
vears of corporations which- commenced business after July 1, 1945.
The amount computed thereunder would be the maximum excess

rofits tax if less than the amount computed under section 430 (a) (2).
Inder the Senate amendment, the maximum tax would not exceed
the following percentages of the first $400,000 of the excess profits
net income: 5 percent if the taxable year is the first or second taxable
vear (determined from the commencement of business), 8 percent
for the third taxable year, 11 percent for the fourth taxable year,:
and 14 percent for the fifth taxable year., Under the Senate amend-
ment, if, for any such year the excess profits net income exceeds
$400,000, the cxcess over $400,000 is subject to the same maximum
tax as in the case of other corporations, '

The amendinent also provides rules in subsection (e) (2) for deter-
mining, for the purpose of the subsection, when a taxpayer shall be
consi:ﬁarcd to have commenced business and to have had taxable
years determined by reference to the date of commencement of busi-
ness of cortain other corporations. It contemplates that the Secre-
tary will, by regulations, provide for the determination of construc-
tivo taxable years by reference to the annual accounting period first
established by the taxpayer. '

The Senate amendment also provides, in effect, that the benefits
of the special limitation provisions under section 430 (e) (1) shall be
denied to any taxpayer which derives more than 50 percent of its
income for tho taxable year from contracts or subcontracts to which
title I of the Renegotiation Act of 1951 or to which any prior renegotia-
tion act is applicable. :

The House recedes with an amendment. Paragraph (1) of subsec-
tion (o) is amended to mako it clear that the provisien is applicable
only to taxpayers whose fifth taxable year ends after June 30, 1950.
Clauses (i) and (iii) of subparagraph (E) of subsection (e) (1) are
amended to conform the percentage figures specified therein to those
provided by the conference agreement on Senate Amendment No. 6.
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A change is made in cach of subparagraphs (A) to (D), inclusive, of
subsection (e) (1), which makes the percentages therein specified
applicable to only the first $300,000 of excess profits net income
instead of to the first $400,000 of such income as provided in the
Senate amendment, and a conforming amendment is made to sub-
section (e¢) (1) (E). Amendments are made to paragraph (2) of
subsection (e) to make clear that in determining a constructive
date of commencement of business and constructive taxable yéars
from such date thereunder, a new determination shd]l be made each
taxable year in the light of the facts for such year, An additional
amendment is made to clause (i) of subparagraph (E) to make clear
that such clause applies without regard to the provisions of section
445 (g) (1). An additional amendment is made to clause (ii) of
such subparagraph to make clear that, for the purpose of such elause,
& person sha.lﬂmt be considered a member of a group of persons who
control the taxpayer and another corporation unﬂss (Yuring the period
specified in such clause he owns stock in the corporation at a time
when the members of the group control such corporation and he owns
stock in the taxpayer at a time when the members of the group con-
trol the taxpayer. A change is made in subparagraph (I?)l of para-
graph (2) of subsection (e) to the effect that transactions described in
clauses (i) and (iii) shall be disregarded in determining the date as
of which the taxpayer shall be considered to have commenced busi-
ness if the adjusted basis of the- egate assets acquired by the
taxpayer in such transactions before ‘%ecember 1, 1950 (or acquired
in the ordinary course of business in replacement of such assets),
constituted less than 20 percent of the adjusted basis of the taxpayer's
total assets as of December 1, 1950. A ‘éhan%? is also made in para-
graph (3) of subsection (e) to provide that the gross income of the
taxpayer for the taxable year from. contracts and subcontracts sub-
ject to renegotiation shall, for the purpose of applying the limitation
provided by such paragraph, be determined without regard to capital
gains and dividends received. Such gross income is the gross income
after renegotiation, N . . - T
"Améndment No. 220: ‘This amendment, for which there is no cor-
responding provision in the House bill, provides for exclusion in the
computation of excess profits net income, for both excess profits tax
taxable years and base period years; of payments made to a domestic .
. corporation hy its related foreign corporation as remuneration for
eortain technical services rondered. -The House recedes with clarifyin
amendments and an amendmeént Which amends the definition of rels.teg
foreign corporation to Fro'vide that, in order to be a related éorporation,
10 percent or more of the stock of the foreign corporation must be
owned by the domestic corporation at the time the specified services
are rendered. S . :
Amendment No, 221: This amendment adds section 503 to the hill,
for which there is no corresponding section in the House bill. This
section permits a taxpayer with a fiscal year beginning before January
1, 1950, and ending after March 31,1950, in computing its aAverage base
period net income under the'general average method provided by sec-
tion 435 (d) of the code, to use the perios' of 48 ¢onsecutive months
ending March 31, 1950, instead of its base period, if such computation
produecs a lesser excess profits tax for the t_axabl’o year.©
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The House recedes with an amendment which \provides that the
oxaess profits net income for tho first 3 months of 1950 shall be subject
to the percentage limitations provided in section 435 (o) (2) (E) if
such months fall in a taxable year ending after June 30, 1950. B

Amendment No. 222: This amendment extends to a new corpora-
tion. which commenced business before the end of its base period the
right to qualify under section 435 (¢) of the code for the alternative.
average haso period net income based on growth for the purpose of
determining its oxcess profits credit based on income. The House.
recedes with technical amendments.,

Amendment No. 223: This amendment extends the benefits of sec-
tion 435 (e) (2) (G) (special alternative average base period net income
for a corporation whose excess profits net income for 1949 is not more
than 25 percent of its excess profits net income for 1948) to a taxpayer
qualifying for growth treatment under section 435 (e) (1) (B) even
tﬁmu h it also qualifies as a growth corporation under section 435 (e)
(1) (7\). The House recedes. ;

Amendment No. 224: This amendment, for which there is no
corresponding section in the House bill, provides limitations in the
case of a bank, as defined in section 104 of the code, on the amount
of the inadmissible asset adjustment to the net capital addition or re-
duction for the taxeble year, to the net new capital addition for the tax-
able year, and to the base period capital addition. This amendment
also amends section 435 (f) (relating to capital additions in the base
period) to make clear that the yearly base period capital of any tax-
payer (whether or not a bank) shall not be reduced below zero by the
imadmissible asset adjustment.

The House recedes with clarifying amendments and with an amend-
- ment dealing with the effective date of the provision applicable to tho
base period capital addition of banks, making such provision retro-
active only at the election of the taxpayer.

Amendment No. 2256: This amendment, for which there is no corre-
sponding provision in the House bill, adds two new paragraphs (9)
and (10) to section 435 (g) (relating to net capital addition or reduc-
tion) in order to provide, if certain conditions are met, that a decrease
in inadmissible assets, to the extent in excess of the net capital reduc-
tion (if eny) for the taxable year, shall be an addition to the excess
profits credit computed under the income method. The principal
condition to be met is that where thore is a decrease in inadmissible
assets there must also be a corresponding increase in operating assets
before any increase in the credit is allowed. o

The House recedes with clarifying amendments and with an amend-
ment providing a special rule for the treatment of a decrease in
inadmissible assets in the case of a bank. o :

Amendmont, No. 226: This amendment, for which there is no
corresponding provision in the bill as passed by the House, permits a
dealer in wholly tax-exempt Government securities to elect to increase
its excess profits not income by the intorest (with certain adjustments)
on such obligations, and to treat such obligations as admissible assets,
The House recedes with a technical amendment and an amendment
which extends the application of the section to Government obliga-
tions any part of the interest from which is allowable as a credit
against net income.
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Amendment No. 227: This amendment adds section 509 to the bill,
for which there is no corresponding provision in the bill as passed by
the House. Section 509 adds a new subsection (h) to se;ction 442
(relating to abnormalities during the base period) which in general

ermits a taxpayer in certain cases, after selecting the 36 months in the
Base period \):’%ich result in the highest excess profits net income or low-
est deficit in excess profits net income, to eliminate from such 36
months the 12 months having the lowest excess profits net income, or
highest deficit, and to use a substitute excess profits net income com-
puted under section 442 (e) for such 12 months. As passed by the
Senate, the provision was applicable only to a taxpayer which com-
menced business before the beginning of its base period and only if
the aggregate of the excess profits net income for each of the 12 months
for which a substitute excess profits net income is to be computed is
less than 36 percent of one-half of the aggregate of the excess profits
net income for each of the 24 months remaining after selecting the
12 months to be so adjusted.

The House recedes with technical amendments, and also adds other
amendments which further limit the application of this new subsection.
The first of these additional limitations requires that in order to be
entitled to the benefits of subsection (h), the taxpayer’s normal ‘pro-
duction, output, or operation must be interrupted or diminished be-
cause of the occurrence (in the 12 months prior to the period for which
a substitute excess profits net income is computed) of events unusual
or peculiar in the experience of the taxpayer. Under this limitation
there is_no requirement that a causal connection be shown between
the event and a decline in excess profits net income in the period for
which a substitute excess profits net income is to be used. :

The second limitation added by the conference agreement appears
as a new sentence added to Eara.graph‘(l-)’and prevents a taxpayer
from using new subsection (h) in cases where the aggregate excess
profits net income for the 24 months, which remain after selecting the
12 months for which a substitute excess profits net income is to be

computed, is an amount less than zero. - : : L
Amendment No. 228: This amendment provides that in determining
total assets under section 442 (f), to which factor the industry rates
of return are applied in' computing average base period net income
under various excess profits tax relief formulas, the sum of the cash
and other property included shall be reduced by the amount of the
indebtedness (other than that included in the definition of borrowed
capital) to a member of a controlled group which includes the tax-
payer. The House recedes with an amendment chenging ‘the effective
date from taxable years ending after the date of enactment of the bill -
to taxable years ending after June 30, 1950. . . . . .. .
Amendment No. 229: This amendment changes section 443, which
seotion provides for the case of a change in products or services
occurring during the last 36 months of the base period, so a8 ta include
certain base period commitments. " The House recedes, = . .
Amendment No. 230: . This amendment Fmvides that in determining
totel assets under section 445 (c); which factor is.used by a new cor-
poration in computing its average base period net income for any of
1ts first three years (if that year is an excess profits tax taxable year),
the net capital addition or reduction shall be camputed without regarti

90547~—-8 1T
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to the 75 percent limitation as to borrowed capital and loans to
memboers of a controlled group. The House recedes. -

Amendment No. 231: This amendment provides that a corporation
engaged as a common carrier in the furnishing or sale of transportation
of oil or other petroleum products (including shale oil) by pipeline
shall be elif;iblc to qualify under section 448 for the alternative excess
profits credit provided for regulated Eublic utilities if such corporation
18 subject to the jurisdiction of a public service or public utility com-
mission or other similar body of the District of Columbia or of any
State. Tho House recedes with an amendment requiring that the rates
for such furnishing or sale be subject to the jurisdiction of the public
gervice or public utilities commission. ;

Amendment No. 232: This amendment provides that for the
purpose of filing a consolidated return with its railroad lessee cor-
poration (using the alternative credit provided by section 448 for
regulated public utilities), a railroad lessor corporation meeting
certain requirements shall be considered a corporation subject to
section 448. The House recedes. :

Amendment No. 233: This amendment adds section 515 to the
bill, for which there is no corresponding section in the bill as passed
by the House. Section 515 allows to producers of potash, sulfur, and
metallurgical grade and chemical grade limestone the alternative
method for computing nontaxable income from exempt excess output
provided in section 453 (b) (2) of the code where the properties were
in operation during the normal period. Where these mineral prop-
erties were not in operation during the normal period, the net income
from such properties is accorded the benefits of section 453 (b) (4)
now available in the case of metal and coal mines, timber blocks, and
natural-gas properties. The House recedes.

Amendment No. 234: This amendment, for which there is no corre-
sponding provision in the House bill, adds section 4569 (a) to the code
to provide a special credit for certain corporations under specified
circumstances relating to a transition from wartime to peacetime
production and to an increase in peacetimie capacity. The House
recedes with clarifying amendments. ‘ )

Amendment No. 235: This amendment adds section 517 to the
bill. There is no corresponding section in the House bill. Section
517 amends section 459, as added to the code by section 516 of the
Senate amendment No. 234, by adding & new ‘subsection (b). ‘This
new subsection grants to a taxpayer which suffered a catastrophe dur-
ing the last 36 months of its base period, if certain conditions are met,
two alternative methods of computing its average base period net in-
come. The taxpayer may use whichever results in the lesser excess-
profits tax for the taxable year. The first alternative allows such a tax-
payer to substitute for the excess profits net income for each month of
the taxable year in which the catastrophe occurred, the average of the
excess profits net income for the months in the base period: preceding
the taxable year in which the catastrophe occurred. If the taxpayer
computes its average base period net income under the first alternative,
it will not be denied the benefits of its base period capital addition.
The second alternative allows the taxpayer to compute its average
base period net income under the growth alternative of section 436:(e)
(2) (Q) (i) and (ii) of the code. '
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The House recedes with technical amendments which separate new:
subsection (b) into two paragraphs, The first paragraph ‘sets forth
eligibility requirements, and the second paragraph sets . forth the
computation of average base period net income under this subsection.

Amendment No. 236: This amendment, for which there is no cor-
responding provision in the House bill,. adds a new subsection (c) to
section 459 of the code, and is applicabie in the case of a taxpayer en~
ghaged" primdrilfyinithe newspapér-publishing ‘business which, after
the first half of its base period and before July 1, 1950, consdfidated‘
its mechanical, circulation, advertising, and accounting operations
with such operations of another newspaper-publishing corporation in:
the same area. In order to be eligible for the benefits of this subsection’
the taxpayer must meet certain specified requirements, AR

In the case of a taxpayer eligible for the benefits of this subsection,
the average base period net iricome under the Senate amendment-sh i
be an amount computed under section 435 (d) plus an amount equal’
to the excess of the average of the amounts paid or incurred 'as ex-
penses in the conduct of the mechanical, circulation, etc., operations’
during the two taxable years of thé'taxgayei‘ next preceding: the
taxable year in which such consolidation began over such amoints’

I

paid or incurred during the first taxable year of the taxpayer bégmrllliiigg'

after such consolidation. The expenses referred to are those"
are taken into account in computing net income. This seéction is
inapplicable to any taxable yaar of the tax[)ay er unless the consolida-
tion was continued throughout such taxable year. = = "' o

The House recedes with amendments, one of which provides that-
the eligibility requirements in’X:ra‘Erhphs (3) and (4) section 459 (¢)’
shall be in the alternative. Another amendment provides that in'
determining the excess amount of expenses proper adjustment shall be'
made for increases in the unit cost of labor and newsprint (due to wage
and price increases) following such consolidation. It is'contemplated’
that such adjustment shall be made in accordance with“_reg;ldtidiqu
prescribed by the Secretary. The House also adds an amendment to:
provide for appropriate adjustments for any case in which a texable’
year lx;gferred*t,o'in ‘this new subsection is a period of less  than 12
months. o e T e

Amendment No. 237: This amendment, for which'there is no corre-
sponding provision in the House bill, provides a special credit for
corporations beginning the television broadcasting ‘business: before:
Jenuary 1, 1951, It provides for a computation of an individual
rate of -return in the case of corporations én“ga%léd?ih"thé‘ radio agxdz
television broadcasting business and for an application of such rate
of return (or of the industry rate of return for the industry which in<"
cludes radio broadcasting) to the assets of the taxpayer employed‘in the
radio and television bxoﬁdcastinfnbminess, or in the ‘¢asé of an acquisi-'
tion of the television broadcasting husiness after the base period; to
its assets employed only in the television business. ‘In the case'of &
corporation engaged solely in radio ‘and' television broadcasting, this:
rate of return is applied to itsj%ta}l assets, In the uase of a corporation’
engaged in another business or businesses, the credit-includes an' aver-’
age base period net income computed -with réspect to such other Busi=’
ness or businesses, The House recedes with an’' amendment pre 'ﬁ‘di'n’%‘
in all cases that the industry rate of return or the individual rate of’
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return, as the case may be, shall be applicable only to the assets of the
corporation used in the television broadcasting business. The amend-
ment also provides that the average base period net income computed
in connection with the taxpayer’s nontelevision business shall be onl
the average base period net income computed under section 4356 (d})'
(relating to the general average of earnings during the base period);
that the base period capital addition shall be allowable with regard to
the taxpayer’s nontelevision business; and that, in the case of corpo-
rations which first engaged in the telovision broadcasting business after
the close of the base period and before January 1, 1951, the television
assets against which the industry rate of return or the individual
rate of roturn are to be applied shall be those held on the last day
of the calendar month in which the corporation first engaged in the
television broadcasting business,

The House amendment changes the provision in the Senate amend-
ment for the elimination of duplication in the computation of a credit
undor this section by providing specifically the method to be used in -
eliminating such duplication. It is provided that if any portion of
the television assets used in computing the television portion of the
crodit was acquired, directly or indirectly, by the use of assets at-
tributable at any time during the base period to a business of the
taxpayer other than television broadcasting, the excess profits net
incomo with respect to such other business sl%all be properly adjusted
by eliminating the {)orbion thereof attributable to the assets used in
the acquisition of the television properties for months prior to such
acquisition, - The excess profits net income attributable to such
assets is determined by reference to the ratio of such assets to the
total assets of the taxpayer other than properties used in television
broadcasting. . _ , o

Amendment No. 238: This amendment adds a base period commit-
ment rule under section 444, which section provides for the computa-
tion of the average base period net income by applying a base period
industry rate of return to the total assets of the taxpayer in case of an
increase in capacity for production or operation occurring during the
last 36 months of the base period. The Houserecedes with an amend-
ment revising the Senate provision, As amended, the commitment
rule provides that if, during the first taxable year ending after June
30, 1950, the taxpayer completed construction of a factory building
or other manufacturing establishment (for example, an oil refinery),
including the installation of the machinery or equipment for use in
such factory building or such other establishment, such factory
building .or such other establishment ‘and such machinery or equip-
ment shall, for the purpose of determining whether there is an increase
in capacity undor the provisions of section 444 (b), but not for the
purpose of ‘computing the average base period net income under,
section 444 (c), be considered to have been added to its total facilities
on the last day of its base period.. The provision is apolicable only
if (A) the taxpayer, prior to the end of its base period, had completed
construction work representing more than 40 percent of the total
cost of construction of such factory building or such other establish-
ment, and (B) the completion of such factory building or such other
ostablishmeont was in pursuance of a plan to which the taxpayer was
committed prior to the end of its base period.
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Amendment No. 239: This amendment, for which there is no cor-
responding provision in the House bill, provides for the addition of a
new part IV to subchapter D of the Internal Revenue Code dealing
with the excess. profits credit based on income in. connection with
certain taxable acquisitions before Decembeér 1, 1950. Under this
amendment a ‘“purchasing corporation” as defined in the part, would,
in certain cases, obtain-the use of the income experience of a “selling
corporation’ for the purpose of computing its oxcess profits credit;
The House recedes with an amendment making changes for purposes
of clarification and in order further to define the scope of application
of the part. o : .

The Senate amendment includes in the definition of a purchasing
corporation any corporation which acquired substantially all of the
assets of another corporation or of a partnership in a transaction
other than a part II transaction. The amendment made by the
House includes in this definition a corporation which has acquired
substantially all of the properties of a business owned by a sole
proprietorship. The definition in the Senate amendment also includes-
a corporation which acquired only part of the assets of another corpo-
ration in a transaction other than a part II transaction provided the
Eroperties acquired were substantially all the properties of a separate

usiness of the other corporation and that such acquisition was in
furtherance of a plan of complete liquidation by such other corpora~
tion. The purchase, under the same circumstances, of a separate
business which constituted part of the assets of a partnership is
added to the definition by the House amendment. The House
amendment also deletes & provision which included in the definition
of “purchasing corporation” a corporation which receives assets ‘as
paid-in surplus or as a contribution to capital from another corpo-
ration which had acquired those assets as a purchasing corporation.

This provision under the conference agreement will in general cover
those cases in' which assets constituting the whole of a separate busi-
ness of “a selling corporation” were acquired from a corporation, sole
proprietorship, or partnership, It does not cover an acquisition in &
tax-free transaction, for example, a case in which a corporation is
liquidated to its stockholders and they in turn place all or part of the
assets in a new corporation in a tax-free transaction.. =~ -

The House amendment makes clear that the part provides for the
use by the purchasing corporation of an average base period net income
computed only under section 435 (d) (the general average of earnings
method), that, under the part, the deficits as well as the excess profits
net income of the selling corporation for any month shall be réflected
in the computation, and that the excess profits et income to which
reference is made is that of the corporation in the case of an acquisition
of substantially all of the assets of a selling corporation and is the
portion thereof properly allocable to the business or businesses ac-
quired in the case of an acquisition of only part of the'assets, repre-
senting one or more separate businesses of a selling corporation.

The Senate’ amendment provides that, for part IV to apply, the
solling corporation must, immediately after ‘the transaction, d’i’econ-'
tinue all business activities and be completely liquidated in'a trang<
action other than a part II transaction. The House amendment
changes this requirement to provide that the selling corporation must
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not have engaged in any business activities after the part IV trans.
action other than those incident to its complete liquidation and
must, within a reasonable time after such cessation of business activi-
ties, have been completely liquidated.(whether before or after the
art IV transaction) in a transaction other than a part Il transaction.
lS)uch liquidation must terminate the selling corporation’s existence..
The Senate amendment further provides that the properties ac-
quired in the part IV transaction must be subsmntia}ily all of the
properties which were used by the selling corporation (or by a com-
onent corporation of such selling corporation) in the operation of the
usiness whose assets were acquired by the purchasing corporation.
The House amendment provides that such properties must be those
used by the selling corporation in the production of the excess profits
net income or deficit therein which is used in the computation of the
credit provided by this part. .
The Senate amendment further provides that the business acquired
in the part IV transaction must have been operated by the purchas-
ing corporation from the date of such transaction to the end of the
taxable year. The House amendment provides that such business
must be operated by the purchasing corporation until the end of the
taxable year unless transferred by it, during the taxable year, in a
part II transaction to which the provisions of the new section 462
(b) (4) of the code are applicable. : :
The House amendment adds three special rules. The first provides
that, for the purpose of the definition of a purchasing corporation,
properties shall be deemed acquired from the selling corporation if
they are purchased directly from the selling corporation or if they are
purchased from its stockholders, provided such stockholders did not
transfer them to the ]i)urchasin corporation in a part Il transaction,
This provision is an icable only in a case in which the selling cor-
poration was first liquidated to its stockholders and. the properties
were forthwith sold by them to the purchasing corporation. The
second special rule provides for the determination under regulations
prescribed by the Secretary of all of the computations required by
this part as if the business or businesses which were purchased from
a partnership or sole proprietorship had been operated by a curpora-
tion. The third special rule is that in the case of the purchase of
less than all of several businesses operated by a corporation or part-
nership, the amount of excess profits net income allocable to all or an
number of the purchasing corporations or other persons receiving suc
propertics upon the liquidation of the selling corporation shall not ex-
cecd 100 percent of the excess profits net income of the selling corpora-
tion. Thus, in a case in which a selling corporation has an excess profits
net income for any month of $100 existing by reason of one of its busi-
nesses having an income of $300 and another having a loss of $200, the
amount of the excess profits net income available to either or both of
the p?rties receiving the two businesses shall not exceed $100 for such
month, ' : L ~
The House amendmont adds a new subsection (e) dealing with
successive transactions and providing that if one part IV transaction
succeeds another part IV transaction, the excess profits net income
of the first selling corporation is not made available to the second
purchasing corporation, The excess profits net income, however, of
tho first purchasing corporation is available to the second purchasjng
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corporation but, for that purpose, it must be computed without regard
to the excess profits net income of the first selling corporation. : It
also provides that the excess profits net income of & sellihg corporation
under this part includes the amount previously available; to it under
part II with respect to a previous part II transaction.” Thus, where
corporation A had previously merged with corporation B.in a transs
action described in section 461 (a), the purchase by corporation C of
the assets of corporation B under the circumstances outlined in this
part will make ‘available to corporation C the excess profits net income
(or deficit) of both corporations A and B, as determined under part I
for corporation B for the period prior to the merger, as well as.the
excess profits net income of corporation B for the period after th
merger. ci oo
The Senate améndment provided for the promulgation of rules'by
the Secretary, consistent with the principles of part 1I, for the appl--
cation of this part. For the purpose of clarification, the conference
agreement specifically providés for. the promulgation of such rules
with respect to (1) base period capital addition, (2) net capital addi-
tion or reduction, (3) excess profits net income, (4) duplication, and"
(5) the excess profits credit of the purchasing corporation for:the
taxable year in which the transaction occurs if such taxable yesr is &
year which ended after June 30, 1950. It is also provided that the
S;acretali)i shall not apply the principles of certain specified provisions
of part L. - o E sl ; R
.t is.not intended by this specific- enumeration of principles to be
followed by the Secretary that the general authority to prescribe rules
for the application of this part 'shalFbe rostricted except as specifically:
providéd, Such regulations may include other principles appropriate
to the determination of the computations provided by this part. !
The Senate- amendment contains technical amendments to thie
code, which tecbnical émendinents are revised by the House amend-
ments. Included in these technical amendments as revised are provi-
sions for the application of part.II in' cases where a corporation
acquired in a part II transaction properties of a. corporation which
was r8,&lpu1~chzmimg corporation in a previous part IV transaction. In
“general, the amendments provide that the income experience of ‘the
ori inaf.selling corporation shall be used by the acquiring corporation:
in determining its average base period net in¢oine under section 436. (d),
with reference to part 1I.. ‘For these provisions to be. applicable,
however, substantially all of the properties acquired in-the p‘&‘rt:l;\f
trensaction (or replacements thereof in the ordinary course of business)
must, have been transferred in the part.IL transaction, or, if the part
I transaction involved a co‘mgoﬁent corporation which acquired. the
properties in a previous part II.transaction, substantially all ‘of the
Bropertzes of such component corporation must have heen acquired-
y the acduiring corporation; . Thé business operdted by the selling -
. corporation must have béen contiriuously operated by .the acquiring
corporation to-the end of the texeble year, unless the business is
transferred by the a‘cquirinﬁ corporation during the taxablé year in &
part II. transaction to which the provisions of section 462:(b).(4).are
applicable. . 1If the a¢quiring ‘corporation. obiained the properties:in a:
part IT transaction of the type described in section 461. (a): (1) (B}
(“split-up’), the provisions: of 'the. followirnig -amendment. to, seotion
462 (i) (6) must be aatisfied: Section 462 (i) (8) is amended: to provide



104 REVENUR ACT OF 1951

that if the component corporation in the part II transaction was &
purchasing corporation in-a previous part IV transaction, and if
section 462 (b) (4) is applicable; the allocation of the excess profite net
income of the component corporation to the acquiring corporation
must boe based upon the earnings experience of the assets transferred
rather than upon the fair market value rule of allocation provided in
section 462 (1), this provision being applicable whether .or not the
other parties to the part II transaction agree to such an allocation.
The technical amendmeonts as revised further provide that section 463
and section 464, relating to capital changes of the acquiring corpora-
tion, shall be applied under regulations promulgated by the Secretary
with respect to cases in which the part IT transaction follows a part
IV transaction,

Amendment No, 240: This amendment adds section 522 to the bill,
for which there is no corresponding section in the bill as passed by
the House. Section 522 adds bauxite to the list of minerals deemed
strategic under section 450 (b) (1) of the code for the purpose of
exempting from the excess-profits tax the portion of .he adjusted excess
profits net income attributable to the mining of such mineral. The
House recedes with a clerical amendment. S

Amendment No. 241: This amendment provides that, except as -
otherwise provided in section 510 of the bill, the amendments made
by title V of the bill, as passed by the Scnate, shall be applicable
with respect to taxablo years ending after June 30, 1950, The House
recedes with amendments conforming to the conference- agreement
with respect to amendments Nos. 224 and 228. Accordingly, the
amendments made by title V ara applicable with respect to taxabls
years ending after June 30, 1950, except as otherwise provided in
section 506 (d) of the bill (relating to base period capital additions
of banks). )

Amendments Nos. 242, 243, and 244: These amendments are
clerical. The House recedes. '

Amendment No. 245: This amendment deals with possible tax
liability for taxable years beginning prior to January 1, 1951, in
the case of cortain organizations carrying on trades or businesses the

rofits of which were dedicated exclusively to exempt purposes,
gpeciﬁca]ly, this amendment adds to the list of feeder organizations
covered by the House bill, those organizations all of the profits of
which inure to the benefit of a hospital or to an institution for the
rohabilitation of physically handicapped persons which maintains or
is building for proper maintenance such a hospital or institution
staffed or to be staffed by qualified professional persons for the treat-
ment of the sick and/or the rehabilitation of the physically handi-
capped, or to an eleemosynary corporation under State law exempt
under section 101 (6) of the Internal Revenue Code. S

The House recedes with an amendment striking out the reference to
“an eleemosynary corporation under State ls'mfrexempt pn;dex: section
101 (6) of the Internal Revenue Code,” and. with a clarifying amend-~
ment providing that no implication is to be drawn from the amendment
as to the tax status for taxable years prior to 1951 of so-called feeder or-
ganizations not dealt with in section 302 of the Revenue Act of 1950
as amended. ' o

Amendment No, 246: The House bill provided that the percentage
of tho average base period ne! income to be taken into account in
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computing the excess-profits credit based on income shall be reduced
from 85 percent of the average base period net income to 75 percent
thereof. This reduction was. effective, under the House bill, as of
January.1, 1951, The Senate amendment struck this provmlon of
the House bill. The House recedes with an amendment under which
the percentage of the base period net income is reduced from 85 to
83 percent, effective January 1, 1952. Provision is made under the
conference agreement for the. case of a fiscal yvear beginning in 1951
and ending in 1952 go that a proportionate part of the decres,se in- the
excess-profits credit will be reflected.

Amendment No. 247: This amendment for Whlch t,here is 1o
corresponding provision in the House bill, amends sections 813 and
936 of the code to. provide that, where property included for Federal
estate tax purposes in the gross estate of a resident or citizen of the
United States is situated in & foreign country and subjected to a
death tax by such country, a credit shall be allowed against the estate -
tax for such foreign death tax. The amendment applies only with
respect to estates. of residents and citizens dying after the date of
enactment of the bill, - S

The House recedes with clamfymg amendments. o

Amendment No. 248: This is & clerma.l amendment. The H‘ouse
recedes with a clerical amendment. =

Amendment No, 249: This a.mendment for Whlch there i is no cor-.
responding provision in the House bill, amends gection 863 (c) of
the code to extend the estate tax exemptlon granted by that section
with respect to works of art loaned b a nonremdenb alien to the
National Gallery of Art, Washington, , to works of a.rt loaned
to other public galleries or museums, . :

The House recedes with a clerical amendment. .

Amendment No. 260: This amendment, for which there is no cor-;
responding . provision in the House bill,. ‘makes certain changes in’
section 939 of the code, relating to the estate tax treatment of certam
members of the Armed Forces, .

The amendment provides: that. the tax un sed by sectlon 9'35
(the additional estate tax) shall-not apply. e transfer of the net
estate of a citizen or resident of the Umte States dying after June 24,

950, and before January 1, 1954, while in active service as.a member.
of the Armed Forces of the Umted States, if such decedent (1) was
killed in action while serving in a combat zone, as determined under
section 22 (b) (13),.or (") ied at any place as & result of wounds,
disease, or injury suffered, while serving in a combat zone (as deter-.
mined under section 22.(b), (13)) and while:in line of duty, by reason’
of a hazard to which he:was aub;e(,ted as an mcldent of such servwe.’

The House recedes with a clerical amendment..

Amendment No. 251: "This amendment, for whlch t,here is no. oor-,v_
responding. provision -in..the House bill, adds a new section .to:the:
bill to provide.that in the case. of a. degedent dying after March 18,
1937, and before February 11, 1939, the determination .of whetherg
property is included in .the gross. estate of the decedent as & transfer.
intended to take effect in Fossesexon or enjoyment at or after-his death.
shall be.made in, conform wpth the provisions of article 17 .of Regus
lations 80, -as amended by  Treasury Decision 4729. The House
recedes with a clerical amendment.
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Amendment No. 252: This amehdment, for' which thére is no ‘cor
responding provision in the House bill, amends séction 7 (b) of
Public Law 378, Eighty-first Congress (the Technical Changes Act of
1949). Section 7 (b) now provides that the provisions of séction 811 (¢)
(1) (B) of the code, providing for inclusion in a decedeént’s estate of
propertg transferred with reservation of rights'in income, shall not be
applicable to transfers made before March 4, 1931 (and, in some cases,
before June 6, 1932), if the decedent died before January 1, 1950,
Under the amendment, inapplicability of section 811 (¢) (1) (B) is
extended to estates of decedents dying before January 1, 1951. The
House recedes with a clerical amendment, , ‘

Amendment No. 2563: This amendment, for which there is no corre-
sponding provision in the House bill, amends section 7 (b) of Public
Law 378, Eiﬁhty-ﬁrst Congress (the Technical Changes Act of 1949)
to Frovide that the provisions of section 811 (¢) (1) (C) of the code
(rolating to inclusion in gross estate of transfers intended to take
effect in possession or enjoyment at or after death) shall not apply to
transfers made before September 8, 1916, The effect of the last sen-
tence of this section, which makes section 7 (¢) of such public law
inapplicable to overpayments resulting from the enactment of - this
section of the bill, is to limit refunds of such overpayments to those
situations in which the refund is not prohibited by the statute of
limitations or some other law or rule of law. The House recedes with
a clerical amendment. o |

Amendment No. 254: This amendment, for which there is no cor-
responding provision in the House bill, permits the making of re-
fund or credit of any overpayment resulting from the application of
section 503 of the Revenue Act of 1950, if claim therefor is'filed within
1 year from the date of enactment of the bill, even though the makin
of such refund or credit is otherwise prohibited by the statute o
limitations or any other law or rule of law (other than sec. 3760 or
3761 of the code which relate, respectively, to closing agreements
and compromises). The effect of section 503 of the Revenue Act of
1950 was to provide that proceeds of life insurance policies attributable
to premiums paid on or before January 10, 1941, should not be included
in the gross estate of the insured person for estate tax purposes by
renson of the fact that the premiums were paid by him, unless on
Janurry 10, 1941, or thereafter he had substantial rights in the life
insurance policy, The House recedes with an amendment providing
that claim for credit or refund rust be made after October 25, 1949,
and on or before October 25, 1950, T : , ~ v

Amendment No. 255; This amendment, for which there is no cor-
-responding provision in the House bill, provides that in the case of the
award made on December 4, 1950, by the Interstate Commerce Com-
mission as retroactive compensation for the transportetion of mail,
such compensation shall be deemed to beincome which accrued in the
taxable year in which the services to which such compensation relates
were rendered. . It is provided that no interest shall be assessed for
doficiencies created by the inclusion of such income in prior-years and
that the (s)eriod for assessment and collection, of such deficiencies shall
be extended to the date closing the period for'assessment and collec-
tion for the taxable year of the taxpayer which includes.-Décember 4,
1950, The amendment also amends section 292'of the cbde to provide
that in the case of retroactive mail payments, if such payments are
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required to be-included in income in thé year or years in which the
mail was carried, no interest shall be due with respect to deficiencies
resulting from. such inc¢lusion for any period prior to 30 days after the
award of payment is granted. The House recedes with a clerical
amendment,. i v ‘ o
Amendment No. 256: This'amendment, for which there is no cor-
responding provision in the House bill, adds to the bill a new sec-
tion 611 which provides with resEect to certain taxable years a special
rule to be followed whereby in the computation of corporation surtax
net income cértain amounts received as dividends on the preferred
stock of a public utility. will not be disregarded in computing ‘the
credit for dividends received. -
Section 116 (a) of the Reverue Act of 1943 so amended section 26
(n) (1) of the Internal Revenue Code that, in the computation of the
credit for dividends paid on the preferred stock of a public utility,
amounts distributed in the current taxable year with respect to divi-
dends ‘unpaid ‘arid accumulated in any taxable year ending prior
to October 1, 1942, were to be excluded from the amount of dividends
psid on its ‘preferred stock during:the taxable year. The 1943 act
did not contain a conforming amendment so that in the computation
of corporation surtax net income. the 85-percent’credit for dividends
received would always be allowed: with respect to such amounts as
were to be excluded in computing the credit for dividends paid on the
preferred stock of a public utility. » ' X0
Pursuant to new section 611, in the case of taxable years begmnvlnnﬁ
before April ‘1, 1951, the 85-percent credit for dividends received wi
be allowed: in the computation of corporation surtax net income with
respect to those amounts which are to be excluded in computing 'the
credit for dividends paid on the preferred stock of a public’ utility,
In the case of the.calendar year 1951 and taxable years beginning
after March 31,°1951, see the amendnients made to section 26 (b) of
the code by section 122 of the bill (amendment No. 8). The House
recedes with a'clerical amendment. . S e
Amendment No. 257: This.-amendment, for which there is no corres-
ponding mﬁsionf ‘in-ithe. House ‘bill, provides that:if an -affiliated
group making a consolidated return with respect t6 the first taxable
year of the group ending after June 30, 1950, included & corporation
described in section 454 (f):of the code,:pursuant to the consont pro+
vided in section 141 (e): (7)) of ithé code, such corporation mey with-
draw such consent at any.time within 90 days: after the enactinent of
the Revenue Act of 1951, If such. consent:is withdrawn under: this
provision, .:the tax' liability: of 'the’ affiliated ‘group:and ‘its séveral
memnibers for thetaxable ‘year: shsll: be. determinéd, assessed; and
collected -as if such corporation: had never joined in:the making of the
consolidated return. . The House recedes with & clérical amendment.
Amendment :No.: 268 This -amendment,: for: which::there:is ‘no
corresponding. provision in‘the House bill; adds to' the bill a néw:sec-
tion 613 pursuant to which the due date for filing income taxretirns of,
or for paying :the income ‘tax: by,:China ' e ‘Act corporations for
any taxable 'year beginning after. December 31, 1948, and ending before
October 1, 1953, shall be not later than December 31, 1953, The dug
date thus prescribed shall apply, however, only 'th;reepect- to any
such corporation ‘and any such taxable year as the Secretary of thé
Treasury, pursuant to such regulations as he: may :prescribe, may
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determine to be reasonable in view of circumstances in China. New
section 613 recognizes that certain China Trade Act corporations,
despite the situation existing in China, are fully able to comply with
rf,quirements of existing law as to the time for filing returns and paying
the tax.

The due date of December 31, 1953, hereby prescribed is subject to
the power of the Sccretary to extend, as in other cases, the time for
filing returns or paying the tax. The House recedes with a clerical
amendment.

Amendment No. 259: This amendment, for which there is no cor-
responding provision in the House bill, adds a new section which
provides that no amendment made by the bill shall apply in any case
where its application would be contrary to any treaty obligation of
the United States.  The House recedes with a clerical amendment.

Amendment No. 260: This is a clerical amendment. The House
recedes with a clerical amendment.

Amendment No. 261: This amendment, for which there is no cor-
responding provision in the House bill, extends for 4 months the -
date on or before which a claim for net renegotiation rebates arising
under the World War II Renegotiation Act may be filed. Section 201
(c) of the Renegotiation Act olg 1951, approved on March 23, 1951, sets
the expiration date as June 30, 1951, This amendment extends such
date to October 31, 1951. The House recedes with a clerical amend-
ment,

Amendment No. 262: This amendment, for which there is no cor-
responding provision in the House bill, adds to the bill & new section
rolating to prohibition upon the denial of payments by the Fed-
eral Government to a State under title I, EV),’ X, or XIV of the
Social Security Act. These titles relate to grants by the Federal
Government to States for aid to needy aged individuals, needy de-
pendent children, needy blind individuals, and needy permanently
and totally disabled imﬂviduals, respectively. The Federal Govern-
ment and the States share the cost of these assistance programs. A
State is not entitled to payments from the Federal Government unless
the State plan for assistance has been approved by the Federal Security
Administrator. Under existing law a State assistance plan in order
to be approved must, inter alia, provide safeguards which restrict the
use or disclosure of information concerning applicants and recipients
to purposes directly connected with the administration of the assist-
ance program. The Senate amendment provides that no State or any
agency or political subdivision thereof shall be deprived of any grant-
in-aid or other paymeont to which it otherwise is or has become entitled
pursuant to title I, IV, X, or XIV of the Social Socurity Act by reason
of the enactment or enforcement by such State of any legislation J)re-
scribing any conditions under which public access may be had. to
records of the disbursement of any such funds or payments within
such State. The House recedes with an amendment which imposes
a condition that the State logislation providing public access to-the
records of disbursement must prohibit the use of any list or names ob-
tained through such access to such records for commercial or political
purposes. -

Under this amendment, as agreed to by the conferees, the State of
Indiana, which has a law which permits public access to the records
of disbursements of public welfare funds but which contains, inter
alia, a prohibition upon the use of any lists or names go obtained for
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commercial or political purposes of any nature, will be entitied to
receive its payments under the Social Security Act in the future and
will also be entitled to receive any such payments which have been
withheld because of the enactment and enforcement of the Indiana
law.

Amendment No. 263: This amendment, for which there is no
corresponding provision in the House bill, amends the provisions of
existing law which provide the President, the Vice President, the
Speaker of the House, and the Membersof éongress an expense allow-
ance which is tax-exempt and for which no accounting is made. Under
this amendment, the President would receive $150,000 a year for his
services, instead of the $100,000 plus the $50,000 tax-exempt expense
allowance he now receives, Under existing law,~the President neither
pays tax on nor accounts for this $50,000. Under this amendment,
$50,000 would be added to his compensation and his $50,000 tax-
exempt expense allowance would be eliminated. Likewise, the salary
of the Vice President, and that of the Speaker of the House, would
be increased by $10,000 and his $10,000 tax-exempt expense allow-
ance would be eliminated. And, similarly, the salary of each Mem-
ber of Congress would be increased by $2,500 and his $2,500 tax-
oxempt expense allowance would be eliminated. This amendment
would become effective, with respect to the President, on January 20
1953, and with respect to the Vice President, the Speaker, and
Members of Congress, on January 3, 1953. ’

The House recedes with an amendment which eliminates the pro-
visions of the Senate amendment increasing the compensation of the
President, the Vice President, the Speaker of the House, and the
Members of Congress but which removes the tax-exempt status of the
expense allowances of such officials. The expense allowance provided
the President by section 102 of title 3 of the United States Code and
that provided the Vice President by section 111 of title 3 of the United
States Code shall be taxable on and after January 20, 1953 ; the expense
allowance provided the Speaker of the House by subsection (&) of the
first section of Public Law 2, Eighty-first Congress, approved January
19, 1949, and that provided each Member of Congress by section 601
(b) of the Legislative Reor%anization Act of 1946 (Public Law 601,
79th Cong.) shall be taxable on and after Janu 3, 1953. The
President, the Vice President, the Speaker of the House, and each
Member of Congress will be required to account for such gxpense al-
lowances insofar as is necessary for the purpose of deducting such
expenses for income-tax purposes. , .

Amendment No. 264. This amendment struck out the table of
contents to the bill and inserted a new table of contents conforming
to the amendments to the bill made by the Senate. The House
recedes with an amendment to conform the table of contents to the
action of the conference committee.

R. L. DougHaToON,

JBRE COOPER,

JouN D. DinasLL,

W. D. MiLLs, '
THoMAS A. JENKINS,
Ricrarp M. Simpson
Managers on the Part of the House.
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