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Exprawarory Nore—This compilation is designed to set forth a
comparison of the text of the Revenue Act of 1934 with the text of
the Revenue Act of 1932, as amended to May 10, 1934, thus including
as a part of the 1932 act the amendments made to that act by the
National Industrial Recovery Act, approved June 16, 1933, and by
the act entitled “An act to extend the gasoline tax for 1 year, to
modifg })ostage rates on mail matter, and for other purposes”, ap-
proved June 16, 1933,

Titles I and IA (the income tax) of the 1934 act did not amend,
or repeal and reenact, title I of the 1932 act. This print shows
only the differences between the provisions of such titles in the two
acts. In those titles, and in that part of the Table of Contents
relating to them, roman type indicates the matter which is identical
in both acts, and the differences between them are shown by stricken-
through type, which indicates matter in the 1932 act, as amended,
not contained in the 1934 act, and by italic type, which indicates
matter in the 1934 act not contained in the 1982 act, as amended.
Subsequent titles of the 1932 act, as amended, are, to some extent,
amended by the 1934 act. In those titles, and in that part of the
Table of Contents relating to them, roman type indicates matter in
the 1932 act, as amended, not amended by the 1934 act, and stricken-
through and italic type indicate amendments to the 1932 act, as
amended, made by the 1934 act. Footnotes have been appended to
these sections to aid in the understanding of the amendments thus
made. Ttalic type also indicates new matter in the 1934 act which is
not amendatory of other laws.

In cases in which legislation prior to the 1932 act has been
amended by the 1934 act a comparative print of the legislation prior
to and after its amendment is also provided.

The numerical sequence of the sections of the Revenue Act of
1932 has been followed. Cross-references under various sections
furnish the page numbers upon which sections with corresponding
numbers can be found.
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REVENUE Act oF 1932 (Pusric No. 154, 72p Cox-
GRESs [H.R. 10236])
APPROVED JUNE 6, 1932, 5 P.M.

RevenvE Act oF 1934 (Pusrrc No. 216, 73p Cox-
eress [H.R. 7835])
APPROVED MAY 10, 1934, 11:40 A.M.

AN ACT

To provide revenue, equalize taxation, and for other purposes.

Be it enacted by the Senate and House of Represent-
atves of the United States of America in Congress
assembled, That this Act, divided into titles and sections
according to the following Table of Contents, may be cited
as the “ Revenue Act of 1932 1934 7:

TABLE OF CONTENTS

TirLE I—INcoME Tax

SUBTITLE A—IN TRODUCTORY PROVISIONS

Sec. 1. Application of title.

Sec. 2. Cross references.

Sec. 3. Classification of provisions.
Sec. 4. Special classes of taxpayers.

SUBTITLE B—GENERAL PROVISIONS

Part I—RaTEs oF Tax

Sec. 11. Normal tax on individuals.
Sec: 12. Surtax on individuals.

Sec. 13. Tax on corporations.
See: 14- Tazeble period embracing years with different laws:

~ Part II—CowmrpuTtaTiON oF NET INCOME

Sec. 21. Net income.
Sec. 22. Gross income.
Sec. 23. Deductions from gross income.
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Sec. 24. Items not deductible.
Sec. 25. Credits of individual against net incoine.
Sec. 26. Credits of corporations against net income.

Part III—CrEpiTs AGAINST Tax

Sec. 31. Taxes of foreign countries and possessions of United States.
Sec. 32. Taxes withheld at source.
Sec. 33. Erroncous payments: Credit for overpayments.

Part IV—AccounTiNG PERIODS AND METHODS OF ACCOUNTING

Sec. 41. General rule.

Sec. 42. Period in which items of gross income included.
Sec. 43, Period for which deductions and credits taken.
Sec. 44. Installment basis.

Sec. 45. Allocation of income and deductions.

Sec. 46. Change of accounting period.

Sec. 47. Returns for a period of less than twelve months.
Sec. 48. Definitions.

Part V—RETURNS AND PAaYMENT OF Tax

Sec. 51. Individual returns.

Sec. 52. Corporation returns.

Sec. 53. Time and place for filing returns.

Sec. 54. Records and special returns.

. Sec. 55. Publicity of returns.

Sec. 56. Payment of tax.

Sec. 57. Examination of return and determination of tax.
Sec. 58. Additions to tax and penalties.

Sec. 59. Administrative proceedings.

ParT VI—MISCELLANEOUS PROVISIONS

Sec. 61. Laws made applicable.

Sec. 62. Rules and regulations.

Sec. 63. Taxes in lieu of taxes under 1928 1932 Act.
Sec. 64. Short title.

See: 65~ Effective date of Hitle:

SUBTITLE C—SUPPLEMENTAL PROVISIONS
SurpLEMENT A—RaTES oF Tax

. See: 103 Capital net gains and lesses:

See: 102 Sale of mines and ol or gas wells-

Sec. +08 101. Exemptions from tax on corporations.

See: 104- Aceumulation of surplus to evade surtaxes:

Sec. 102. Surtax on corporations improperly accumulating surplus.

Sec. 103. Rates of tax on citizens and corporations of certain foreign
countries.
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SoreLEMENT B—CoMpuTaTION OF NET INCOME

Sec. 111. Determination of amount of, and recognition of, gain or loss.
Sec. 112. Recognition of gain or loss.

Sec. 113, Adjusted basis for determining gain or loss.

Sec. 114. Basis for depreciation and depletion.

Sec. 115. Distributions by corporations.

Sec. 116. Exclusions from gross income.

Sec. 117. Capital gains and losses.

Sec. 118. Loss from wash sales of stock or securities.

Bec. 119. Income from sources within United States.

Sec. 120, Unlimited deduction for charitable and other contributions.

SurPPLEMENT C— CREDITS AGAINST Tax

Sec. 131. Taxes of foreign countries and possessions of United States.

SurrPLEMENT D —RETURNS AND PAYMENT oF Tax

- Bec. 141. Consolidated returns of railroad corporations.
Sec. 142. Fiduciary returns.
Sec. 143. Withholding of tax at source.
Sec. 144. Payment of corporation income tax at source.
Sec. 145. Penalties.
Sec. 146. Closing by Commissioner of taxable year.
Sec. 147. Information at source.
Sec. 148. Information by corporations.
‘Sec. 149. Returns of brokers.
Sec. 150. Collection of foreign items.

SUPPLEMENT E—EsTaTES AND TRUSTS

Sec. 161. Imposition of tax.

Sec. 162. Net income.

‘Sec. 163. Credits against net income.

Sec. 164. Different taxable years.

Sec. 165. Employees’ trusts.

“Sec. 166. Revocable trusts.

Sec. 167. Income for benefit of grantor.

Sec. 170 168. Tages of foreign countries and possessions of United
: tates.

SupPPLEMENT F'—PARTNERSHIPS

Sec 181, Pa.i'tnership not taxable.

Sec. 182. Tax of partners.

Sec. 183. Computation of partnership income.

Sec. 184. Credits against net income.

Sec. 185. Earned income. .

Sec. 488 186. Taxes of foreign countries and possessions of United
States.

Sec. 489 187. Partnership returns. .

Sec. 188. Diffsrent taxable years of partner and parinership.
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SurpPLEMENT G —INsURANCE COMPANIES

201. Tax on life insurance companies.

202. Gross income of life insurance companies.

203. Net income of life insurance companies.

204. Insurance companies other than life or mutual.

206 205, Tn.sxes of foreign countries and possessions of $he United
tates.

207 206. Computation of gross income.

208 207. Mutual insurance companies other than life.
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215 214. Allowance of deductions and credits.
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232. Deductions.

233. Allowance of deductions and credits.
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235. Returns.
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238. Affiliation.
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261. Credit against net income.
262. Credits against the tax.
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. 271, Definition of deficiency.
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. 273. Jeopardy assessments.

. 274. Bankruptcy and receiverships.

. 275. Period of hmitation upon assessment and collection.
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. 277. Suspension of running of statute.
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TITLE I-INCOME TAX
SUBTITLE A—INTRODUCTORY PROVISIONS

SEC. 1. APPLICATION OF TITLE.

The provisions of this title shall apply only to the
taxable yeer 1932 and saccceding taxable years beginning
after December 31, 1933. Income, war-profits, and ex-
cess-profits taxes for taxable years preeeding the taxable
year 1832 beginning prior to Janvary 1,1934, shall not be
affected by the provisions of this title, but shall remain
subject to the applicable provisions of prior revenue Aects,
except as such provisions are modified by Title £X 111 of
this Act or by legislation enacted subsequent to this Act.

SEC. 2. CROSS REFERENCES.

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

SEC. 3. CLASSIFICATION OF PROVISIONS.

The provisions of this title are herein classified and
designated as—
Subtitle A—Introductory provisions,
Subtitle B—General provisions, divided into Parts and
sections,
Subtitle C—Supplemental provisions, divided into Sup-
plements and sections.

SEC. 4. SPECIAL CLASSES OF TAXPAYERS.

The application of the General Provisions and of Sup-
plements A to D, inclusive, to each of the following special
classes of taxpayers, shall be subject to the exceptions and
additional provisions found in the Supplement applicable-
to such class, as follows:

(a) Estates and trusts and the beneficiaries thereof,—
Supplement E.
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- {b) Members of partnerships,—Supplement F.

(¢) Insurance companies,—Supplement G.

(d) Nonresident alien individuals,—Supplement H.

e) Foreign corporations,—Supplement I.

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

~ (g) Individual citizens of the United States or do-
mestic corporations, satisfying the conditions of sectlon
251 by reason of deriving a large portion of their gross in-
come from sources within a possession of the United
States,—Supplement J.

-(h) China Trade Act corporations,—Supplement K.

SUBTITLE B—GENERAL PROVISIONS
Part I—Rates of Tax

SEC. 11. NORMAL TAX ON INDIVIDUALS.

There shell be levied; eollected; and paid for eech
taxable year upon the net ineome of eVery mdiﬂd&a;l &
normel tax equal to the sum of the

) 4 per eentumn of the first $4;000 ef the samount
 of the neb ineome in exeess of the eredits against neb

" ineome provided in seetion 25; and

b} 8 per eentumn of the remainder of sueh exeess
 emeunt:

There shall be levied, collected, and pard for each taz-
able year upon the net income of every indwidual a normal
tax of 4 per centum of the amount of the net income in

excess of the credits against net income provided in sec-
tion 25.

SEC 12, SURTAX ON INDIVIDUALS.

{8} Razns oF Svnzax— There shall be levied; el
kemé—&ndpﬁdfefe&eh%aﬁ&bleye&fapeﬂtheneﬁmeeme
of every individual & surtex as follows:
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(a) DEFINITION OF “ SURTAX NET INCOME " .—As
used in thas section the term * surtax net income ’ means the
amount of the net income in excess of the credits against
net income provided in section 25 (b).

(b) RaTES OF SURTAX.—There shall be levied, col-
lected, and paid for each taxable year upon the surtax net
wmcome of every individual a surtax as follows:

Upon a surtax net income of $4,000 there shall be no
surtaz; wpon surtax net incomes in excess of $4,000 and
not in excess of $6,000, 4 per centum of such excess.

Hpor & net income of $6;000 there shall be no
surtax; apor H80 upon surtax net incomes of $6,000;
and upon surtax net incomes in excess of $6,000 and
not in excess of $30;000 $8,000 + 5 per centum of such
eXCess.

$180 upon surtax net incomes of $8,000; and upon
surtax net incomes in excess of $8,000 and not in excess
of $10,000, 6 per centum in addition of such excess.

$46 $300 upon surtaz net incomes of $10,000; and.
upon surtaz net incomes in excess of $10,000 and not
in excess of $12,000, 2 7 per centum in addition of such
excess. '

$80 $440 upon surtaz net incomes of $12,000; and
upon surtaz net incomes in excess of $12,000 and not in
excess of $14,000, 3 8 per centum in addition of such
eXCess.

$140 $600 upon surtaz net incomes of $14,000; and
upon surtax net incomes in excess of $14,000 and not
in excess of $16,000, 4 9 per centum in addition of such

- excess.

$220 $780 upon surtax net incomes of $16,000; and
upon surtaz net incomes in excess of $16,000 and not in
excess of $18,000, 5 171 per centum in addition of such
excess. |

$320 $1,000 upon surtax net incomes of $18,000;
and upon surtaxr net incomes in excess of $18,000 and
not in excess.of $20,000, 6 13 per centumn in addition of
such excess.
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$440 $1,260 upon surtaz net incomes of $20,000;
and upon surtax net incomes in excess of $20,000 and
net in excess of $22,000, 8 15 per centum in addition of
such excess.

$600 upen net ineomes of $22;000; and upon net -
eomes in exeess of $22-000 and not in exeess of $24;000;
9 per eentum in addition of such exeess:

$780 upen net ineomes of $24;000; and upon net -
eomes in exeess of $245000 and not in exeess of $26;000;
10 per eentian in addition of such exeess:

$1,560 upon surtax net incomes of $22,000; and
upon surtax net incomes in excess of $22,000 and not in
excess of $26,000, 17 per centum in addition of such
excess.
eomes in exeess of $26.000 and not in exeess of $28;000;

$1;200 upon net incomes of $28,000; and upon net
ineomes in exeess of $28;000 and neot in exeess of
$30,000; 12 per eentum in addition of sueh exeess:

$1.440 upon net incomes of $30;000; end upon net
ineomes in exeess of $30,000 and not in exeess of $32-

$2,240 upon surtax met incomes of $26,000; and
upon surtax net incomes in excess of $26,000 and not
in excess of $32,000, 19 per centum in addition of such
excess.
ineomes in exeess of $32,000 and not in exeess of
$36,000; 15 per eentum in addition of sueh exeess:
_ $2;300 upen net ineomes of $36,000; and upon net
meomes in exeess of $36,000 and not in exeess of

$3,380 upon surtax net incomes of $32,000; and
upon surtax net incomes in excess of $32,000 and not
wn excess of $38,000, 21 per centum in addition of such
excess.

87180—34——2
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$2;620 upen net ineomes of $38;000; and upon net
ineomes in .exeess of $38;000 and not in exeess of
540,000, 11 per eentumn in additon of such exeess:
$2—969wpeﬁﬁetmeemesef$40-999—aﬁdapeﬁﬂe%
neomes in exeess of $40,000 and not in exeess of
$42:000; 18 per centir in nddition of such exeoss:
$3:820 upon net ineomes of $42,000; and upon nes
ineomes in exeess of $42.000 and not in exeess of
$44;000; 19 per eentum in addition of such execess:
$4,640 upon surtax net incomes of $38,000; and upon
surtazx net incomes in excess of $38,000 and not in excess
of $44,000, 24 per centum in addition of such excess.
$3;700 upon net ineomes of $44:000 and upon net
meomes in exeess of $447000 and not in exeess of
$46,000; 20 per eentum in addition of such exeess:
Mmﬁ%m&%&@@@—&n&&pﬁaﬂeﬁ
incores in exeess of $46;000 and not in exeess of
W%—Lpe;eentmm&ddﬁ&enés&eheﬁeess—
: W@@e&%memes&%%@@—&n&&peﬁﬁeﬁ
ineomes in exeess of $48.000 and not in exeess of
$506;000; 22 per eentitm in addition of such exeess:
86,080 upon surtax net incomes of $44,000; and
upon surtax net incomes in excess of $44,000 and not
m excess of $50,000, 27 per centum in addition of such
excess.
$4;060 upen net ineomes of $50,000; and upen net
ineomes in exeess of $50;000 and not in exeess of
$52;000; 23 per eentumn in addition of sueh exeess:
$57420 upon net ineomes of $52,000; and upon net
ineormes i exeess of $52,000 snd not in exeess of
F54000; 24 per centrn in addition of sach exeess:
$5;900 upon net ineomes of $564,000; and upen net
ineomes in exeess of $54;000 and not in exeess of
$56;000; 25 per eentn in addition of sueh exeess:
$7,700 upon surtax met incomes of $50,000; and
upon surtaz net mcomes in excess of $50,000 and not in
excess of $56,000, 30 per centum in addition of such
excess.
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 net ineomes. in exeess of $56;000 and not in exeess of

$58.-000; 26 per eentum in addition of sueh exeess:
$6,920 upon net ineomes of $58;000; end upen

pet ineomes in exeess of $53.000 and not in exeess of

$60.000; 27 per ecntum in addition of such exeess:

net ineomes in exeess of $60;000 and not i exeess of

$62:000; 28 per eentum in sddition of sueh exeess:

$9,500 upon surtax met incomes of $56,000; and

‘upon surtax met incomes in excess of $56,000 and not

in-excess of $62,000, 33 per centum in addition of such
excess.
$8.020 upon net ineomes of $62;000; and upon neb
ineomes in exeess of $62;000 and not in exeess of
$64,000; 29 per eentum in addition of sueh exeess:
$8,600 upon net incomes of $64;000; and upen
net ineomes i exeess of $64.000 and not in exeess of
$9.200 upern net incomes of $66;000; and upor
net ineomes in exeess of $66;000 and nob in exeess of
$68,000; 31 per eentum in addition of suech exeess:
$11,480 upon surax net incomes of $62,000; and
upon surtax net incomes in excess of $62,000 and not

~in excess of $68,000, 36 per centum in addition of such

excess.
$9;820 upor met ineemes of $68;000; snd upen
neb ineomes m exeess of $68;000 and not in exeess of

$10;460 upon net incomes of $70,000; and upen

net ineomes in exeess of $70;000 and not in exeess of
$72,000; 33 per eentum in addition of sueh exeess:

 $11,120 upen net ineomes of $72,000; snd upen

" neb Ieomes in exeess of $72;000 and got i exeess of
- $74,000; 34 per eentum in addition of sueh exeess:

$13,640 upon surtax net incomes of $68,000; and
upon surtax net incomes in excess of $68,000 and not

n excess of $74,000, 39 per centum in addition of such
excess.
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$11:800 upon net ineomes of $74;000; end upon
net ineomes in execess of $74;000 and not in exeess of
W%%weeﬁmm&ddﬁe&e%s&ehexeess— '

$12;5600 upon net ineomes of $76,000; and upen
net ineomes in exeess of $76,000 and not in exeess
of $78;000; 36 per eenturn in addition of sueh exeess:

$13;220 upen net ineomnes of $78,000; end upen
net ineomes in exeess of $78;000 and not in exeess
of $80,000; 37 per eentum in addition of sueh exeess:

$15,980 upon surtax net incomes of $74,000; and
upon surtax net incomes in excess of $74,000 and not in
excess of $80,000, 42 per centum in addition of such
excess.

' $13;960 upon net ineomes of $80,000; and upon
net ineomes in exeess of $80,000 and not in exeess
&%%%&%weeﬂamm&d&rﬁe&efs&ehexeess—

$14;720 upor net ineomes of $82,000; end upon
net ineomes i exeess of $82;000 and not in exeess
of $84;000; 39 per eentum in addition of sueh exeess:
net incomes m exeess of $84;000 and not in exeess
e£$8€r@99—49pefeenmmm&ddiﬁeﬂe£s&ehexeess-

upen net incomes of $86;000; end upen
net incomes in exeess of $86;000 and not in exeess
of $88:000; 41 per centumn in addition of sueh exeess:
$15120 upon net ineomes of $88;000- end upon net
meomes in exeess of $88,000 and not in exeess of $90;-
0060; 42 per eentum in addition of sueh exeess:
$18,500 upon surtax net incomes of $80,000; and
upon surtaz net incomes in excess of $80,000 and not in
excess of $90,000, 45 per centum in addition of such
excess.

$+7960 upon net ineomes of $90,000; end upen net
ineomes in exGess of $90,000 and not in exeess of $92-
000; 43 per eentum in addition of sueh exeess: .

$18;820 upon net ineomes of $92:000; ard upen
net ineomes i exeess of $92,000 and not in exeess of
M%Mp&ee&%&mm&d&ﬁwﬂefs&ehexeess—
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$10,700 upen net ineomes of $04;000; and wpon
neb ineomes in exeess of $94-000 and not in exeess of
$96;000; 45 per centumn in addition of sueh exeess:
neb incomes in exeess of $96,000 and not in exeess of

$21-520 upen net ineomes of $98;0005 aid Hpon
net ineomes in exeess of $98,000 end not in exeess of

$23,000 upon surtax net incomes of $90,000; and
upon surtax net incomes in excess of $90,000 and
not in excess of $100,000, 50 per centum addition of
such excess.

$22.460 $28,000 upon surtaz net incomes of $100,-
000; and upon surtaz net incomes in excess of $100,000
and not in excess of $150,000, 48 52 per centum in ad-
dition of such excess.

$46.460 $54,000 upon surtaz net incomes of $150,-
000; and upon surtaz net incomes in excess of $150,000
and not in excess of $200,000, 48 53 per centum in ad-
dition of such excess.

$70,960 $80,500 upon surtax net incomes of $200,-
000; and upon surtazr net incomes in excess of $200,-
000 and not in excess of $300,000, 80 54 per centum
in addition of such excess.

$120.960 $7134,500 upon surtaz net incomes of
$300,000; and upon surtaz net incomes in excess of
$300,000 and not in excess of $400,000, 5+ 55 per
centum 1n addition of such excess.

$171.960 $189,500 upon surtar net incomes of
$400,000; and upon surtar net incomes in excess of
$400,000 and not in excess of $500,000, 52 56 per
centumn 1n addition of such excess.

$223 960 $245,500 upon surtaz net incomes of
$500,000; and upon surtaxz net incomes in excess of
$500,000 and not in excess of $750,000, 53 57 per
centum 1n addition of such excess.

$356.460 $388,000 upon surtar net incomes of

'$750,000; and upon surtar net incomes in excess of
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$750,000 and not in excess of $1,000,000, 54 58 per
centum in addition of such excess.

$494:460 $533,000 upon surtar net incomes of
$1,000,000; and upon surtaxz net incomes in excess
of $1,000,000, 55 59 per centum in addition of such
eXCess.

b} Sark oF Mugs AND O ob Gas Warrs— Fer
Limitation of surtex attributable to sale of mines and oil or
gas wells; see seetion 102:

{e} Carrrar Nz Gapws Ap Losses—Feor rate
and eomputation of tax in lew of normsl and surtex in
ease of net ineomes of not less than $16;000; approx-
eapitel gain; eapital loss; and eapital deduetions; of not less

(¢) Tax oN PErSoNAL HoLDING COMPANIES.—
For surtaxz on personal holding companies, see section 851.

(d) Evaszox AvVOIDANCE OF SURTAXES BY INCOR-
PORATION.—For tex surtaz on corporations which ac-
cumulate surplus to evade avoid surtax on stockholders, see
section 104 102,

SEC. 13. TAX ON CORPORATIONS.

(a) RATE OF Tax.—There shall be levied, collected,
and paid for each taxable year upon the net income of every
corporation, a tax of 134 per centum of the amount of the
net income in excess of the credit against net income pro-
vided in section 26.

(b) Exempr CORPORATIONS.—For corporations ex-
empt from tax, see section 03 101,

(c) Tax oN PERSONAL HoLDING COMPANIES—F or
surtax on personal holding companies, see section 351.

4e} (d) IMPROPER ACCUMULATION OF SURPLUS.—
For tax surtaz on corporations which accumulate surplus
to evade avoid internal-revenne tax surtax on stockholders,
see section 194 102,

Nore.—Section 214 of the National Industrial Recovery Act sub-

stituted the phrase “internal-revenue tax” for the word ©tax ”
appearing in this subsection of the 1932 act.
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"SEC. 14, TAXABLE PERIOD EMBRACING YEARS WITH

DIFEERENT LAWS.
¥ o taxeble period embraces portions of two ealendar
years for which the laws are different; the tax shell be
eomputed as provided in seetion 105-
Part II—Computation of Net Income
SEC. 21. NET INCOME.

“Net income’ means the gross income computed
under section 22, less the deductions allowed by section 23.

SEC. 22. GROSS INCOME.

(a)  GENERAL DrriNiTioN.— Gross income ” in-
cludes gains, profits, and income derived from salaries,
wages, or compensation for personal service, of whatever

kind and in whatever form paid, or from professions, voca~

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

(b) Excrusions rrom Gross Incomr—The fol-
lowing items shall not be included in gross income and shall
be exempt from taxation under this title:

(1) LiFe INSURANCE.—Amounts received under
a life insurance contract paid by reason of the death of
the insured, whether in a single sum or in installments
otherwise (but if such amounts are held by the insurer
under an agreement to pay interest thereon, the interest
payments shall be included in gross income) ;
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(2) ANNUITIES, ETC:—Amounts received (other
than amounts paid by reason of the death of the insured
and interest payments on such amounts and other than
amounts recewed as annuities) under a life insuranee;
endowment; or annuiby insurance or endowment con-
tract, but if such amounts (when added to amounts
received before the taxable year under such contract)
exceed the aggregate premiums or consideration paid
(whether or not paid during the taxable year) then the
excess shall be included in gross income. Amounts
recewed as an annuity under an annuity or endowment
contract shall be included in gross income; except that
there shall be excluded from gross income the excess of
the amount received in the tazable year over an amount
equal to 3 per centum of the aggregate premiwms or
consideration paid for such annuity (whether or not
pad during such year), until the aggregate amount
excluded from gross income under this title or prior
income tax laws in respect of such annuity equals the
aggregate premiums or consideration paid for such
annuity. In the case of a transfer for a valuable con-
sideration, by assignment or otherwise, of a life insur-
ance, endowment, or annuity contract, or any interest
therein, only the actual value of such consideration and
the amount of the premiums and other sums subse-
quently paid by the transferee shall be exempt from
taxation under paragraph (1) or this paragraph;

(3) GIFTS, BEQUESTS, AND DEVISES.—The value
of property acquired by gift, bequest, devise, or inherit-
ance (but the income from such property shall be
included in gross income) ;

(4) TAX-FREE INTEREST.—Interest upon (A)
the obligations of a State, Territory, or any political sub-
division thereof, or the District of Columbia; or (B)
Farm Loan Aet; or under the provisions of such Aet as
amended obligations of a corporation organized under
Act of Congress, if such corporation is an instrumen-
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tality of the United States; or (C) the obligations of

the United States or its possessions. Hvery person
owning any of the obligations er seeurities enumerated

" in clause (A), (B), or (C) shall, in the return re-

quired by this title, submit a statement showing the
number and amount of such obligations and seeurities
owned by him and the income received therefrom, in
such form and with such information as the Commis-
sioner may require. 1In the case of obligations of the
United States issued after September 1, 1917 (other

‘than postal savings certificates of deposit) and in the

case of obligations of a corporation organized under Act
of Congress, the interest shall be exempt only if and
to the extent provided in the respective Acts authoriz-
ing the issue thereof as amended and supplemented, and
shall be excluded from gross income only if and to the
extent it is wholly exempt te the taxpayer from the
taxes imposed by this title;

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

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

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

Earned income from sources without the United

States;

Salaries of certain Territorial employees;

The income of foreign governments;

Income of States, municipalities, and other
political subdivisions;

Receipts of shipowners’ mutual protection and
indemnity associations;

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

(d) DisTrIBUTIONS BY C'ORPORATIONS.—Distribu-
tions by corporations shall be taxable to the shareholders as
provided in section 115.

(e} DETERMINATION OF GAIN or Loss.—In the case
of a sale or other disposition of property, the gain or loss
shall be computed as provided in seetions Hi; H2; and
H-3 sectron 111.

(f} Gross INCOME FROM SOURCES WITHIN AND
Wrrsour UNtrEp STATES.—For computation of gross
income from sources within and without the United States,
see section 119,

SEC. 23. DEDUCTIONS FROM GROSS INCOME.

In computing net income there shall be allowed as
deductions:

(a) ExpENsEs.—All the ordinary and necessary ex-
penses paid or incurred during the taxable year in CaITy-
ing on any trade or business, including a reasonable allow-
ance for salaries or other compensation for personal serv-
ices actually rendered; traveling expenses (including the
entire amount expended for meals and lodging) while
away from home in the pursuit of a trade or business; and
rentals or other payments required to be made as a condi-
tion to the continued use or possession, for purposes of the
trade or business, of property to which the taxpayer has
not taken or is not taking title or in which he has no equity.

(b) InTEREST.—AIl interest paid or accrued within
the taxable year on indebtedness, except 433 on indebted-
ness incurred or continued to purchase or carry obligations
or seearities (other than obligations of the United States
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issued after September 24, 1917, and originally subscribed
for by the taxpayer) the interest upon which is wholly
exempt from the taxes imposed by this title,—er {2} en
(¢) Taxes GENERALLY.—Taxes paid or accrued
within the taxable year, except—
(1) Federal income, war-profits, and excess-profits
taxes impesed by the autherity of the United States;
(2) income, war-profits, and excess-profits taxes
imposed by the authority of any foreign country or pos-
session of the United States; but this deduction shall be
allowed in the case of a taxpayer who does not signify
in his return his desire to have to any extent the bene-
- fits of section 131 (relating to credit for taxes of foreign
countries and possessions of the United States) ; and
(3) estate, inheritance, legacy, succession, and gift
taxes; and
{3} (4) taxes assessed against local benefits of a
kind tending to increase the value of the property as-
sessed ; but this paragraph shall not exclude the allow-
ance as a deduction of so much of such taxes as is prop-
erly allocable to maintenance or interest charges.
imposing sueh taxes; and shall be allowed as a dedue
tion ondy to the estdes
(d) TAxXES OF SHAREHOLDER PAID BY CORPORA-
T10N.—The deduction for taxes allowed by subsection
(¢) shall be allowed to a corporation in the case of taxes
imposed upon a sharcholder of the corporation upon his
interest as shareholder which are paid by the corporation
without reimbursement from the shareholder, but in such
cases no deduction shall be allowed the shareholder for the
amount of such taxes.
~ (e) Losses By INDIVIDUALS.—Subjeet to the hmita-
tions provided in subseetion () of this seetion; in In the
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case of an individual, losses sustained during the taxable
year and not compensated for by insurance or otherwise—
(1) if incurred in trade or business; or
(2) if incurred in any transaction entered into for
profit, though not connected with the trade or business;
or :
(3) of property not connected with the trade or
business, if the loss arises from fires, storms, shipwreck,
or other casualty, or from theft. No loss shall be al-
lowed as a deduction under this paragraph if at the time
of the filing of the return such loss has been claimed as

a deduction for estate tax purposes in the estate tax

return.

(f) Losses BY CORPORATIONS.—Subjeet to the limi-
tations provided in subseetion (¥} of this seetion; in In the
case of a corporation, losses sustained during the taxable
year and not compensated for by insurance or otherwise.

(9) WaGERING L0SSES.—Losses from wagering
transactions shall be allowed only to the extent of the gains
from such transactions.

&) (k) Basis FOR DETERMINING Loss.—The basis
for determining the amount of deduction for losses sus-
tained, to be allowed under subsection (e) or (f), shall
be the adjusted basis provided in section 113 (b) for de-
termining the gain o loss from the sale or other disposition
of property.

b} (1) Loss oN WASH SALES OF STOCK OR SECURI-
TIES.—HFor disallowance of loss deduction in the case of
sales of stock or securities where within thirty days before
or after the date of the sale the taxpayer has acquired
substantially identical property, see section 118. '

Note—Section 218(a) of the National Industrial Recovery Act
repealed section 23 (i) of the 1932 act, effective as of January 1, 1933,
Section 23 (i) of the 1932 act read as follows:

(i) Ner Losses.—The special deduction for net losses of a prior
year, to the extent provided in section 117.

() CapPITaL LOSSES.— Losses from sales or ez~

changes of capital assets shall be allowed only to the extent
provided in section 117 (d).
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4 (k) Bap Dep1s.—Debts ascertained to be worth-
less and charged off within the taxable year (or, in the dis-

-cretion of the Commissioner, a reasonable addition to a

reserve for bad debts) ; and when satisfied that a debt is
recoverable only in part, the Commissioner may allow
such debt, in an amount not in excess of the part charged
off within the taxable year, as a deduction.

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

4 (m) DEPLETION.—In the case of mines, oil and gas
wells, other natural deposits, and timber, a reasonable
allowance for depletion and for depreciation of improve-
ments, according to the peculiar conditions in each case;
such reasonable allowance in all cases to be made under -
rules and regulations to be prescribed by the Commis-
sioner, with the approval of the Secretary. In any case
in which it is ascertained as a result of operations or of
development work that the recoverable units are greater
or less than the prior estimate thereof, then such prior
estimate (but not the basis for depletion) shall be revised
and the allowance under this subsection for subsequent
taxable years shall be based upon such revised estimate.
In the case of leases the deductions shall be equitably
apportioned between the lessor and lessee. In the case
of property held by one person for life with remainder to
another person, the deduction shall be computed as if the
life tenant were the absolute owner of the property and
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shall be allowed to the life tenant. In the casc of property
held in trust the allowable deduction shall be apportioned
between the income beneficiaries and the trustee in accord-
ance with the pertinent provisions of the instrument
creating the trust, or, in the absence of such provisions, on
the basis of the trust income allocable to each. (For per-
centage depletion allowable under this subsection, see sec-
tion 114 (b), (3) and (4).)

(n) Basis FOrR DEPRECIATION AND DEPLE-
TION.—The basis upon which depletion, exhaustion, wear
and tear, and obsolescence are to be allowed in respect
of any property shall be as provided in section 114.

48} (0) CHARITABLE AND OTHER CONTRIBUTIONS.—
In the case of an individual, contributions or gifts made
within the taxable year to or for the use of :

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

(2) a corporation, or trust, or community chest,
fund, or foundation, organized and operated exclusively
for religious, charitable, scientific, literary, or educa-
tional purposes, or for the prevention of cruelty to
children or animals, no part of the net earnings of which
inures to the benefit of any private shareholder or indi-
vidual, and no substantial part of the activities of which
is carrying on propaganda, or otherwise attempting, to
mfluence legislation ;

(3) the special fund for vocational rehabilitation
authorized by section 12 of the World War Veterans’
Act, 1924;

(4) posts or organizations of war veterans, or
auxiliary units or societies of any such posts or organi-
zations, if such posts, organizations, units, or societies
are organized in the United States or any of its posses-
sions, and if no part of their net earnings inures to the
benefit of any private shareholder or individual; or

(5) a fraternal society, order, or association, oper-
ating under the lodge system, but only if such contribu-
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‘tions or gifts are to be used exclusively for religious,
~ charitable, scientific, literary, or educational purposes,
or for the prevention of cruclty to children or animals;
to an amount which in all the above cases combined does
not exceed 15 per centum of the taxpayer’s net income as.
computed without the benefit of this subsection. Such con-
tributions or gifts shall be allowable as deductions only if
verified under rules and regulations prescribed by the Com-
missioner, with the approval of the Sccretary. (For
unlimited deduction if contributions and gifts exceed 90
per centum of the net income, see section 120.)
oF REat, PROPERTY-—In the ease of & easunl sale or other
easuel disposition of read property by an individusl; & rea
or other dispesttton was made; under sueh regalations as
the Commissioner; with the appreval of the
may preseribe; ineluding the giving of o bond; with saeh
sureties and in suech sam -(not less than the estimated tax
Liability eomputed without the benefit of this subseetion)
as the Commissioner mey require; eonditioned upen the
payment {(notwithstending any statute of Lmitations) of
the tax; computed without the benefit of this subseetion; in
respeet of any amounts slowed as & deduection under this
(p) DivibEnps RECEIVED BY CORPORATIONS.—In
the case of a corporatlon, the amount received as diwi-
dends— |
1) from o demesﬁe eorporntion whieh is subjeet
te taxnatton wnder this itle; or
dwidends from a domestic corporation which is subject to
tazation under this title.
{2} from any foreign corperation when it is shown
- to the satisfaetion of the Commissioner that mere than
50 per eentum of the gross ineome of such foreign
eorporation for the éhfee—ye&f period ending with the
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elose of its taxable year preceding the deelaration of
from seurees within the United States as determined
under seetion H9-
The deduction allowed by this subsection shall not be
allowed in respect of dividends received from a corporation
organized under the China Trade Act, 1922, or from a cor-
poration which under section 251 is taxable only on its
gross income from sources within the United States by
reason of its receiving a large percentage of its gross in-
come from sources within a possession of the United States.
(q) PExsion TrusTs.—An employer establishing or
maintaining a pension trust to provide for the payment
of reasonable pensions to his employees (if such trust is
exempt from tax under section 165, relating to trusts cre-
ated for the exclusive benefit of employees) shall be
allowed as a deduction (in addition to the contributions
to such trust during the taxable year to cover the pension
liability accruing during the year, allowed as a deduction
under subsection (a) of this section) a reasonable amount
transferred or paid into such trust during the taxable year
in excess of such contributions, but only if such ‘amount
(1) has not theretofore been allowable as a deduction,
and (2) is apportioned in equal parts over a period of ten
consecutive years beginning with the year in which the
transfer or payment is made. Any deduction allowable
under section 23 (q) of the Revenue Act of 1928 or the
Revenue Act of 1932 which under such section was appor-
tioned to any taxable year subsequent to the taxable Tenr
193+ shell beginning after December 31, 1933, shail be
allowed as a deduction in the years to which so appor-
tioned to the extent allowable under such section if it had
remained in force with respect to such year.
1) LavrpaTion oN Srock Losshe—
1) Lesses from sales or exchances of steeks and
bonds {es defined in subseetion {t) of this seetion)
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shell be allowed only to the extent of the gains from
sach seles or exchanges -(ineluding geins whieh may
be@eﬁ?eéby&%a&?&yef&emmefeﬁfemeﬁtefhism

Nore—Section 218(b) of the National Industrial Recovery Act
repealed section 23(r) 82) of the 1932 act, effective as of January 1,
1938. Section 23(r) (2) of the 1932 act read as follows: :

(2) Losses disallowed as a deduction by paragraph (1), com-
puted without regard to any losses sustained during the precedin
taxable year, shall, to an amount not in excess of the taxpayer’s
net income for the taxable year, be considered for the purposes
of this title as losses sustained in the succeeding taxable year from
sales or exchanges of stocks or bonds which are not capital assets.

{3} This subsecetion shell not apply to o dealer in
seeurities (o8 to stoeks and beonds aequired for ressle
o eustomers} in respeet of txansaetions in the ordinary
eourse of bis business; nor to & bank or trust company
ineorperated under the lows of the United States or of
eny Stete or Territory-

Nore.—Section 218(c) of the National Industrial Recovery Act

struck out of this dparagra,ph the following words which appeared
following the word “ Territory ”: “ nor to persons carrying on the

. banking business (where the receipt of deposits constitutes a major
0

part of such business) in respect of transactions in the ordinary
course of such banking business.” This amendment was made effec-
tive as of Tunuyry 1, 1933.

{5} Samvm—SHORT SaLBEs—For the purpeses of this
#itle; gains or losses {A) from shert sales of steeks and
bonds; or (B} attributable to privileges or options to buy
or sell sueh steeks and bends; or {G) from seles or
exchanges of sueh privileges or options; shall be eon-

" gidered as goins or losses from sales or exchanges of stocks

oF bonds whieh are not empitel assets:

) DEFPHTION OF STOCKS AND Boxps—As used
in subseetions (£} and {s); the texm “ stocks and bends =
meens (1) shares of stoek in eny eorperation; er ({2}
Fights to subseribe for or to reeeive sueh shares; or {3}
bends; debentures; notes; or eertificates or other evidenees
of indebtedness; issued by any corporation {other then &
est eoupons or in registered form; or {4) eertifientes of

87180—84——3
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pfeﬁ%-efefmtefestmpfepeﬁyer&eeame}&&eﬁs-mmy
mvesﬁmenﬂf&%ersm}&refgam&b&eﬂheldmgerdeahﬂg
in any of the instruments mentioned or deseribed i this
s&bseeﬁeﬁ-;eg&rdles&efwhethefefﬂe%mehmes%meﬂt
trast or shmiler orgenization constitutes & eorporation
within the mesning of this Aet:

SEC. 24. ITEMS NOT DEDUCTIBLE.

(a) GENERAL RULE.—In computing net income no
deduction shall in any case be allowed in respect of—

(1) Personal, living, or family expenses; :

(2) Any amount paid out for new buildings or for
permanent improvements or betterments made to
increase the value of any property or estate;

(3) Any amount expended in restoring property
or in making good the exhaustion thereof for which an
allowance is or has been made ; ez

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

olicy;
g (6) Any amount otherwise allowable as a deduc-
tion which is allocable to one or more classes of income
other than interest (whether or not any amount of
income of that class or classes is recewed or accrued)
wholly exempt from the taxes tmposed by this title; or

(6) Loss from sales or exchanges of property,
directly or indirectly, (A) between members of a family,
or (B) except in the case of distributions in liguidation,
between an indiwndual and a corporation in which such
individual owns, directly or indirectly, more than 50 per
centum in value of the outstanding stock. For the pur-
pose of this paragraph— (C) an indwidual shall be con-
sidered as owning the stock owned, directly or indirectly,

. by his family; and (DY) the family of an individual shall
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- inelude only his brothers and sisters (whether by the
whole or half blood), spouse, ancestors, and lineal

- descendants.

- (b) HOLDERS OF LiFE OR TERMINABLE INTEREST.—

-Amounts paid under the laws of any State, Territory, Dis-
#rict-of Columbia, possession of the United States, or foreign

country as income to the holder of a life or terminable inter-
est acquired by gift, bequest, or inheritance shall not be
reduced or diminished by any deduction for shrinkage (by

-whatever name called) in the value of such interest due to

the lapse of time, nor by any deduction allowed by this Act

- (except the deductions provided for in subsections (&) (1)

and -} (m) of section 23) for the purpose of computing
the net income of an estate or trust but not allowed under
the laws of such State, Territory, District of Columbia, pos-
session of the United States, or foreign country for the pur-
pose of computing the income to which such holder is

entitled.

(c) Tax WirHHELD ON TAx-FREE COVENANT
BoxNps.—For nondeductibility of tax withheld on tax-free
covenant bonds, see section 143 (a) (3).

SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET IN-
COME.

There shall be allowed for the purpese of the normal

the net ineome: .
{4} frem o domestic eorporation which is subjeet
- to texation under this title; oF
{2} from o foreign corporstien when it is shown
6 the satisfaction of the Commissioner that moere than
elose of its taxable year preeeding the deelaration of
 sueh dividends {or for suech part of such period as the
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seurees within the United States as determined under
@heefedi%aﬂewedby%hiﬂs&bseeﬁeﬁshaﬂﬂetbeaﬂeweé
in respeet of dividends reeeived from & eorporation or-
ganized under the Chine Trade Aet; 1022; or from & eor-
poration which under seetion 251 is taxeble only on ity gross
ineome from sourees within the Dnited States by reason of
its reeeiving & large pereentage of its gross income from
‘seurees within & possession of the Enited States:
b} IxTEREST oF UNIEED SPATRES OBLIGATIONS—
ﬂ;heaaneuﬂ%feeewedasm%eresﬁu-peﬁebkg&&easeﬂhe
Baited States whieh is ineluded in gross ineome under see-

»ﬁefseﬁ—&peﬁeﬂa&exemﬁﬁeﬁef%%e—efmﬁhee&see%
the head of o family or & married person Living with hus-
band or wife; & personal exemption of $2;500: A hushand
- and wife living together shall reccive but ome persenal
‘be $2;500- If sueh hushend and wife meke separate re-
turns; the personal exemption may be taker by either or
- {4} Cnepiz ror DEPENpENTS—8400 for each per-
son {other than husband or wife} dependent upon and Fe-
‘eeiving his ehief suppert from the taxpayer if such de-
pendent persen is under eighteen years of age o is ines-
p&bledseli—s&ppeﬁbee&useme&*aaﬂyefph{yﬁeaﬂyde-

%e} Craxen oF STazus—If the stetus of the tax
payer; in so far es it affeets the personnl exemption or
emdﬁferdepeﬁdeﬁ%s-eh&ﬂgesdmgthemmbleye&kthe
personst and eredit shall be ; under
mlesaﬁéfegtﬂaﬁempfeseﬂbedbyﬁhe%mmfss&eﬂerwth
the approval of the Seeretary; in becordanee with the num-
ber of months before and after sueh ehange: For the pur-
pese of sueh apportionment o fractional part of & menth
shell be disregarded unless it amounts to meore than half o
month i which eese it shall be eonsidered es & month:
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(a) CREDITS FOR NORMAL T4x ONLY.—There shall

be allowed for the purpose of the normal taz, but not for
the surtaz, the following credits against the net income:

(1) DivIDENDS.—The amount received as divi-
dends from a domestic corporation which is subject to
tazation under this title. The credit allowed by this
paragraph shall not be allowed in respect of dwidends
received from a corporation organized under the China
Trade Act, 1922, or from a corporation which under
section 251 1s taxable only on its gross income from
sources within the United Stales by reason of its receiv-
ing a large percentage of us gross income from sources
within a possession of the United States.

(2) INTEREST ON UNITED STATES OBLIGA-
TIONS.~The amount received as interest upon obliga-
tions of the United States which is included in gross
income under section 22.

(3) INTEREST ON OBLIGATIONS OF INSTRUMEN-
TALITIES OF THE UNITED STATES—The amount
recewed as interest on obligations of a corporation or-
ganized under Act of Congress, if (4) such corpora-
tion 18 an instrumentality of the United States; and (B)

such interest 15 included in gross income under section

22; and (C) under the Act authorizing the issue thereof,

-as amended and supplemented, such inlerest is exzempt

from normal tax.
(4) EARNED INCOME CREDIT.—I10 per centum of
the amount of the earned net income, but not in excess

. of 10 per centum of the amount of the net income.

(5) EARNED INCOME DEFINITIONS.—F or the pur-
poses of this section—

(4) “Earned income’ means wages, salaries,
professional fees, and other amounts recewed as com-
pensation for personal services actually rendered, but
does not include any amount not included in gross
income, nor that part of the compensation derived by
the tazpayer for personal services rendered by him to
a corporation which represents a distribution of earn-
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ings or profits rather than a reasonable allowance as
compensation for the personal services actually ren-
dered. In the case of a taxpayer engaged in a trade
or business in which both personal services and capital
are material income producing factors, a reasonable
allowance as compensation for the personal services

actually rendered by the tazpayer, not in excess of 20

“per centum of his share of the net profits of such trade
or business, shall be considered as earned income.

(B) “ Earned income deductions” means such
deductions as are allowed by section 23 for the pur-
pose of computing net income, and are properly allo-
cable to or chargeable against earned income. _

(C) “Earned net income” means the excess of
the amount of the earned income over the sum of the
earned income deductions. If the taxpayer’s net in-
come s nol more than $3,000, his entire net income
shall be considered to be earned net income, and +f his
net income 1s more than $3,000, his earned net income
shall not be considered to be less than $3,000. In no
case shall the earned net income be considered to be
more than $§14,000.

(b) CREDITS FOR BoTH NORMAL TAX AND SUR-
rT4X.—There shall be allowed for the purposes of the nor-
mal tax and the surtaz the following credits against net
mcome:

(1) PERSONAL EXEMPTION.—In the case of a
single person, a personal exemption of $1,000; or in the
case of the head of a family or a married person living
with husband or wife, a personal exemption of $2,500.
A husband and wife living together shall receive but one
personal exemption. The amount of such personal ex-
emption shall be $2,500. If such husband and wife
make separate returns, the personal exemption may be

- taken by either or divided between them. '

(2) CREDIT FOR DEPENDENTS—$400 for each
person (other than husband or wife) dependent upon
and receiving his chief support from the tarpayer if
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- such.dependent person is under eighteen years of age
or s wncapable of self-support because mentally or
physically defective.

" (3) CHANGE OF STATUS.—If the status of the tax-

" payer, insofar as it affects the personal exemption or
credit for dependents, changes during the taxable year,
the personal exemption and credit shall be apportioned,
under rules and regulations prescribed by the Commis-
sioner with the approval of the Secretary, in accordance
with the number of months before and after such change.
For the purpose of such apportionment a fractional part
of a month shall be disregarded unless it amounts to
more than half a month in which case it shall be con-

~ sidered as a month.

SEC.. 26. CREDITS OF CORPORATION AGAINST NET
INCOME.

For the purpose only of the tax imposed by section 13
there shall be allowed as a credit against net income the
amount received as interest upon obligations of the United
States or of corporations organized under Act of Congress
which is ineluded in gross ineome under seetion 22 allowed
to an individual as a credit for purposes of normal tax by
section 25 (a)(2) or (3).

Part III—Credits Against Tax

SEC. 31. TAXES OF FOREIGN COUNTRIES AND POSSES-
‘ ‘ SIONS OF UNITED STATES.

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

SEC. 32. TAXES WITHHELD AT SOURCE.

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

{&) CRBDIT POR OVERPATMENES—For credit against
the tax of overpayments of taxes imposed by this title for
other taxable years, see section 322.

+b} Fascar ¥man Expmve ¥ 1932—For eredit
against the tax of amounts of tax paid for a fisenl yeor
beginning in 1031 and ending in 1932; see seetion 132-

Part IV—Accounting Periods and Methods of
Accounting

SEC. 41. GENERAL RULE.

The net income shall be computed upon the basis of
the taxpayer’s annual accounting period (fiscal year or
calendar year, as the case may be) in accordance with the
method of accounting regularly employed in keeping the
books of such taxpayer; but if no such method of account-
ing has been so employed, or if the method employed does
not clearly reflect the income, the computation shall be
made in accordance with such method as in the opinion
of the Cominissioner does clearly reflect the income. If
the taxpayer’s annual accounting period is other than a
fiscal year as defined in section 48 or if the taxpayer has:
no annual accounting period or does not keep books, the
net income shall be computed on the basis of the calendar
year. (For use of inventories, see section 22 (c).)

SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME
INCLUDED.

The amount of all items of gross income shall be in-
cluded in the gross income for the taxable year in which
received by the taxpayer, unless, under methods of ac~
counting permitted under section 41, any such amounts:
are to be properly accounted for as of a different period.
In the case of the death of a tazpayer there shall be included
in compubing net income for the tazable period in whick
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falls the date of his death, amounts accrued up to the date
of his death if not otherwise properly includible in respect
~ of such period or a prior period.

SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CRED-
ITS TAKEN.

The deductions and credits provided for in this title shall
‘be taken for the taxable year in which “ paid or accrued ”
or “paid or incurred ”, dependent upon the method of
accounting upon the basis of which the net income is com-
puted, unless in order to clearly reflect the income the
deductions or credits should be taken as of a different
period. In the case of the death of a taxpayer there shall
be allowed as deductions and credits for the taxable period
in which falls the date of his death, amounts accrued up
to the date of his death if not otherwise properly allowable
an respect of such period or a prior period.

SEC. 4. INSTALLMENT BASIS.

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

(b) SarEs oF REALTY AND CASUAL SALES OF PER-
SONALTY.—In the case (1) of a casual sale or other casual
disposition of personal property (other than property of a
kind which would properly be included in the inventory of
the taxpayer if on hand at the close of the taxable year),
for a price exceeding $1,000, or (2) of a sale or other dis-
position of real property, if in either case the initial pay-
ments do not exceed 40 per eentum of the selling priee
30 per centum of the selling price (or, in case the sale or
other disposition was in a tazable year beginning prior to
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January 1, 1934, the percentage of the selling price pre-
scribed in the law applicable to such year), the income
may, under regulations prescribed by the Commissioner
with the approval of the Secretary, be returned on the
basis and in the manner above prescribed in this section.
As used in this section the term “ initial payments ”’ means
the payments received in cash or property other than evi-
dences of indebtedness of the purchaser during the taxable
period in which the sale or other disposition is made.

(¢) CHANGE FROM ACCRUAL TO INSTALLMENT
Basis.—If a taxpayer entitled to the benefits of subsection
(a) elects for any taxable year to report his net income on
the installment basis, then in computing his income for the
year of change or any subsequent year, amounts actually
received during any such year on account of sales or other
dispositions of property made in any prior year shall not be
excluded.

(d) Gaix or Loss UroN DISPOSITION OF INSTALL-
MENT OBLIGATIONS.—If an installment obligation is satis-
fied at other than its face value or distributed, transmmtted,
sold, or otherwise disposed of, gain or loss shall result to the
extent of the difference between the basis of the obligation
and (1) in the case of satisfaction at other than face value
or a sale or exchange—the amount realized, or (2) in case
of a distribution, transmission, or disposition otherwise
than by sale or exchange—the fair market value of the
obligation at the time of such distribution, transmission, or
disposition. Any gain or loss so resulting shall be con-
sudered as resulting from the sale or ewxchange of the
property in respect of which the installment obligation was
recewed. The basis of the obligation shall be the excess
of the face value of the obligation over an amount equal
to the income which would be returnable were the obliga-
tion satisfied in full. This subsection shall not apply to
the transmission at death of installment obligations if there
1s filed with the Commissioner, at such time as he may by
regulation prescribe, a bond in such amount and with such
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sureties as he may deem necessary, conditioned upon the
return as income, by the person receiving any payment
on such obligations, of the same proportion of such pay-
ment as would be returnable as income by the decedent if
he had lived and had received such payment.

SEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS.

In any case of two or more irades ex orgamizations,
trades, or businesses (whether or not incorporated,
whether or not organized in the United States, and
whether or not affiliated) owned or controlled directly or
indirectly by the same interests, the Commissioner is au-
thorized to distribute, apportion, or allocate gross income
or deductions between or among such tredes er organi-
zations, trades, or businesses, if he determines that such

- distribution, apportionment, or allocation is necessary in

order to prevent evasion of taxes or clearly to reflect the
income of any of such trades ex organizations, trades, or
businesses.

SEC. 46. CHANGE OF ACCOUNTING PERIOD.

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

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

(a) RETURNS FOR SHORT PERIOD RESULTING FROM
CHANGE OF AccouNTiNG PERIOD.—If 8 taxpayer, with
the approval of the Commissioner, changes the basis of
computing net income from fiscal year to calendar year a
separate return shall be made for the period between the
close of the last fiscal year for which return was made and
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the following December 31. If the change is from calen-
dar year to fiscal year, a separate return shall be made
for the period between the close of the last calendar year
for which return was made and the date designated as the
close of the fiscal year. If the change is from one fiscal
year to another fiscal year a separate return shall be made
for the period between the close of the former fiscal year
and the date designated as the close of the new fiscal year.

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

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

(d) Carrrar Ner Garss axp Losses—EARNED
INcoME.—The Commissioner with the approval of the
Secretary shall by regulations prescribe the method of ap-
plying the provisions of subsections (b) and (c) (relat-
ing to computing income on the basis of a short period, and
placing such income on an annual basis) to cases where
the taxpayer makes a separate return under subsection
(a) on account of a change in the accounting period, and
it appears that for the period for which the return is so
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made he has derived & eapitel net gain; or sustained &
eapitel net loss; of received earned income.

(e) Repuction oF CREDITS AGAINST NET IN-
0OME.—In the case of a return made for a fractional part
of a year, except a return made under subsection (a), on
account of a change in the accounting period, the personal
exemption and credit for dependents shall be reduced re-
spectively to amounts which bear the same ratio to the
full credits provided as the number of months in the period
for which return is made bears to twelve months.

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

' SEC. 48. DEFINITIONS.

When used in this title—

" (a) TaxaBLE YEAR.—‘ Taxable year ” means the
celendar year, or the fiscal year ending during such calen-
dar year, upon the basis of which the net income is com-
puted under this Part. ‘ Tazable year ” includes, in the
case of a return made for a fractional part of a year under
the provisions of this title er under regulations prescribed
by the Commissioner with the approval of the Secretary,
the period for which such return is made. Fhe first tax-
-able year; to be ealled the taxable year 1052; shall be the
enlendsr year 1082 or any fiseal year ending during the

-(b) Fscar YEAR.— Fiscal year ”’ means an account-
ing period of twelve months ending on the last day of any
month other than December.

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

(d) TrRaDpE OrR BUSINESS.—The term “ trade or busi-
ness ” includes the performance of the functions of a pub-

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

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

(1) Every individual having a net income for the
taxable year of $1,000 or over, if single, or if married
and not living with husband or W1fe

(2) Every individual having a net income for the
taxable year of $2,500 or over, if married and living
with hushand or wife ; and

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

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

(1) Each shall make such a return, or

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

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

(d) Fmuciaries.—For returns to be made by fidu-
claries, see section 142,

SEC. 52, CORPORATION RETURNS.
+a) REQHFRB&M—Every corporation sub]ect to

taxation under this title shall make a return, stating specifi-
cally the items of its gross income and the deductions and
credits allowed by this title. The return shall be sworn to
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by the president, vice president, or other principal officer
and by the treasurer or assistant treasurer lreasurer, as-
sistant treasurer, or chief accounting officer. In cases
where receivers, trustees in bankruptcy, or assignees are
operating the property or business of corporations, such
Teceivers, trustees, or assignees shall make returns for such
corporations in the same manner and form as corporations
are required to make returns. Any tax due on the basis
of such returns made by receivers, trustees, or assignees
shall be collected in the same manner as if collected from
the corporations of whose business or property they have
custody and control.

" 4{b) CowsoripaTrd RuronNs—For provision #s to
M-

SEC. 53. TIME AND PLACE FOR FILING RETURNS.

(a) TimME FOR FILING.—
, (1) GENERAL RULE.—Returns made on the basis
~ of the calendar year shall be made on or before the 15th
day of March following the close of the calendar year.
Returns made on the basis of a fiscal year shall be made
on or before the 15th day of the third month following
the close of the fiscal year.

(2) ExTENSION OF TIME.—The Commissioner may
grant a reasonable extension of time for filing returns,
under such rules and regulations as he shall prescribe
with the approval of the Secretary. Hxcept in the case
of taxpayers who are abroad, no such extension shall be
for more than six months.

(b) To WrHOM RETURN MADE.—

(1) InprvipuaLs.—Returns (other than corpora-
tion returns) shall be made to the collector for the dis-
trict in which is located the legal residence or principal
place of business of the person making the return, or,
if he has no legal residence or principal place of business
in the United States, then to the collector at Baltimore,
Maryland.

Google



4

(2) CorrorATIONS.—Returns of corporations shall
be made to the collector of the district in which is located
the principal place of business or principal office or
agency of the corporation, or, if it has no principal place
of business or principal office or agency in the United
States, then to the collector at Baltimore, Maryland.

SEC. 54. RECORDS AND SPECIAL RETURNS.

(a) By TaxpAaYER.—Every person liable to any tax
imposed by this title or for the collection thereof, shall keep
such records, render under oath such statements, make such
returns, and comply with such rules and regulations, as the
Commissioner, with the approval of the Secretary, may
from time to time prescribe. ,

(b) To DETERMINE L1ABILITY TO TAX.—Whenever
in the judgment of the Commissioner necessary he may
require any person, by notice served upon him, to make a
return, render under oath such statements, or keep such
records, as the Commissioner deems sufficient to show
whether or not such person is liable to tax under this title.

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

SEC. 55. PUBLICITY OF RETURNS,

Returns made under this title shall be open to inspeetion
i the samme menner; to the samme extent; end subjeet to the
seHre provisions of law; ineluding penalties; as returns mode
ander Title H of the Revenue Aet of 1026 and all returns
made under this Act after the date of the ennetment of the
Notional Industrinl Reeovery Aet; shall constitute publie
reeords and shall be open to public examinstion and in-
speetion to suek extent as sholl be suthorized in rules and

Nore—Section 218(h) of the National Industrial Recovery Act

adt(‘ied the matter appearing after “ 1926 ” in this section of the 1932
act. .
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(a) Returns made under this title shall be open to in-

Spection in the same manner, to the same extent, and subject

lo the same provisions of law, including penalties, as
returns made under Title I1 of the Revenue Act of 1926;
and all returns made under this Act shall constitute public
records and shall be open to public examination and
inspection to such extent as shall be authorized in rules and
regulations promulgated by the President.

(b) Every person required to file an income return
shall file with his return, upon a form prescribed by the
Commassioner, a correct statement of the following items
shown upon the return: (1) name and address, (2) total
gross income, (3) total deductions, (4) net income, (5)
fotal credits against net income for purposes of mormal
taz, and (6) tax payable. In case of any failure to file
with the return the statement required by this subsection,
the collector shall prepare it from the return, and $5 shall
be added to the tax. The amount so added to the tax shall
be collected at the same time and in the same manner as
amounts added under section 291. Such statements or
copies thereof shall as soon as practicable be made available
to public examination and inspection in such manner as
the Commissioner, with the approval of the Secretary,
may determane, in the office of the collector with which they
are filed, for a period of mot less than three years from
the date they are required to be filed.

SEC. 56. PAYMENT OF TAX.

(a) TiME oF PaAYMENT.—The total amount of tax
imposed by this title shall be paid on the fifteenth day of

March following the close of the calendar year, or, if the

return should be made on the basis of a fiscal year, then on
the fifteenth day of the third month following the close of
the fiscal year.

(b) INsTALLMENT PAYMENTS.—The taxpayer may
elect to pay the tax in four equal installments, in which case
the first installment shall be paid on the date prescribed for

87180—34——4
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the payment of the tax by the taxpayer, the second install-
ment shall be paid on the fifteenth day of the third month,
the third installment on the fifteenth day of the sixth
month, and the fourth installment on the fifteenth day of
the ninth month, after such date. If any installment is
not paid on or before the date fixed for its payment, the
whole amount of the tax unpaid shall be paid upon notice
and demand from the collector.

(¢} ExTENsioN oF TiME FoR PAYMENT.—At the
request of the taxpayer, the Commissioner may extend the
time for payment of the amount determined as the tax by
the taxpayer, or any installment thereof, for a period not to
exceed six months from the date prescribed for the pay-
ment of the tax or an installment thereof. In such case
the amount in respect of which the extension is granted
shall be paid on or before the date of the expiration of the
period of the extension.

(d) VOLUNTARY ADVANCE PAYMENT.—A tax im-
posed by this title, or any installment thereof, may be paid,
at the election of the taxpayer, prior to the date prescribed
for its payment.

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

(f) TaAx WiTHHELD AT SOoURCE.—For requirement
of withholding tax at the source in the case of nonresident
aliens and foreign corporations, and in the case of so-called
“ tax-free covenant bonds ", see sections 143 and 144.

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

(h) REeceipTs.—Every collector to whom any pay-
ment of any income tax is made shall upon request give to
the person making such payment a full written or printed
receipt therefor; stating the arount paid and the partienlar
seeount for which sueh payment was made; and whenever
any debtor pays taxes on secount of payments raade of to
be mede by h—ﬂ’& to separate ereditors the eolleetor shall; i
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requested by sueh debtor; give o separate reeeipt for the
tax paid on aceount of ench ereditor in sueh form that the
to his severnl ereditors in satisfaction of their respeetive
demands up to the arnounts stated in the reeeipts; and such
upon giving to his debtor & full written reeeipt aeknowl
edging the payment to him of any sum aectuslly paid end
the seme) a8 a further satisfaction of the debt to thet
ammount; require the sarrender to bim of sueh eolleetor’s
reeeipt. _
SEC. 57. EXAMINATION OF RETURN AND DETERMINA.-
TION OF TAX.

As soon as practicable after the return is filed the Com-
missioner shall examine it and shall determine the correct
amount of the tax.

SEC. 58. ADDITIONS TO TAX AND PENALTIES.

~ -(a) For additions to the tax in case of negligence or
frand-in the nonpayment of tax or failure to file return
therefor, see Supplement M.

(b) For criminal penalties for nonpayment of tax or
failure to file return therefor, see section 145.

SEC. 59. ADMINISTRATIVE PROCEEDINGS.

For administrative proceedings in respect of the non-

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

(2) Supplement L, relating to assessment and collec-
tion of deficiencies.

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

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

(d) Supplement O, relating to overpayments.
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Part VI—Miscellaneous Provisions

SEC. 61. LAWS MADE APPLICABLE.

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

SEC. 62. RULES AND REGULATIONS.

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

SEC. 63. TAXES IN LIEU OF TAXES UNDER 1828 1932 ACT.

The taxes imposed by this title shall be in lieu of the
corresponding taxes imposed by the seetions of the Reve-
nue Aot of 1928 bearing the same nwmbers Revenue Act of
1932.

SEC. 64. SHORT TITLE.

This title may be cited as the “ Income Tax Act of
1932 1934.”

SEG: 66 EEFFECTIVE DATE OF TITLE:

This title shell take effeet as of Jannery 1; 10325 exeept
on the ennetment of this Aet:

SUBTITLE C—SUPPLEMENTAL PROVISIONS
Supplement A—Rates of Tax
[Supplementary to Subtitle B, Part I]
SEG: 101 CAPITAL NET GAINS AND LOSSES.

+8) Tax 8% CAsE oF Caryrat Nug Garv—1In the
ease of any taxpayer; other then & corperation; whe for
any texable year derives o eapitel net gain {as hereinafter
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defined in this scetion); there shall; at the election of the

- texpayer; be levied; collected; and puid; in lew of all other

taxes imposed by this title; o tex determined as follows:
A partial tex shall first be eomputed upon the basis of the
ordinary net ineome ot the rates and in the manner as if
this seetion had not been enneted and the totel tax shall be
this emount plus 124 per eentum of the eapital net gain:

b} Fax ¥ CASB oF Carirat Ner Loss—In the
ense of any taxpayer; other than & corporation; whe for

fny texable year sustains & eapital net loss (a8 hereinafter

defined in this seetion)s there shell be levied; eollected;
and paid; in liew of oll other taxes imposed by this fitle; &
tax determined a8 follows: & partial tax shell first be eom-
and in the manner as i this seetion had not been enacted;
and the total tex shall be this ameunt minas 135 per
of & taxpayer who has sustained & eapital net Joss be less
then the tex eomputed witheut regard to the provisions of
—fe)-DEHNHieNs—Eeﬁhepufpesesef%h&s&ﬂe—
£ Capitel gain 2 means taxable gain from the
_ sﬁe&e&eh&&geeie&-pﬁ&l&sse&seenwmm&sed&ﬁef
_ Deeember3—1—1—92—1—
loss 2 means deduetible loss resulting
ifem%hes&leefexehaﬂgee%e&pﬁ&l&ssets-
1B} & Cupitnt deduetions 2 means sueh deduetions
a8 are allowed by seetion 23 for the purpese of eomput-
ing net ineome; and are properly alloeable to or eharge-
able against eapitel assets sold or exehanged during the

- temable venr:

. 4B} L Coapitel net gain” means the exeess of the

. total sxmount of capital gain over the sum of {A}) the
eapital deduetions and capieal lesses; plas (B} the
amem&t—é&ﬂy—bywhiehtheefémﬁfvéed&e&eﬂs
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eapital gaths:

{6} X Capital net loss 2 means the exeess of the sumn
of the eapital losses plus the eapital deduetions ever the
total amonnt of eapital eain-

{7} £ Ordinary net ineome = means the net ineomes
eomputed in aceordanee with the provisions of this title;
after exeluding all items of eapitel gain; eapitel Joss; and
eapital deduetions:

£ Capitel assets 22 mesns property held by the
taxpeyer for more than twe years {svhether or not eon-
neeted with his trade or business); but does not inelude
stoek in trade of the taxpayer or other property of & kind
which would properly be indluded in the inventery of
the texpayer if on hand at the elose of the taxable yeas;
or property held by the taxpayer primarily for sale
the eourse of his trade or business:  For the purposes of
this definition—
-(Ar)-]}néeéefmﬁnﬂgﬁhepeﬂe&fefwhiehéhemx-
payer hes held property reecived on an exechange
there shall be ineluded the period for which he held
the property exchenged; i under the provisiens of
seetion 118; the property reeeived hes; for the pur-
pose of determining gain or loss from & sele or ex-
the seme basis in whele or in pert i his
h&ndsasthepfepeﬂyexeh&ﬂged-

In determining the period for whieh the tax-
payer has bheld property however aequired there shall
be included the period for which saeh property was
held by any other persen; i under the provisions of
seetion 113; sueh property has; for the purpese of de-
tepmining gain or loss from o stle or exehange; the
semme basis ip whele or in part in his hends as it weunld
have in the hands of saeh other persen:

O} In determining the peried for whiek the tax-
payer hos held stoek or sceurities reeeived upon & dis-
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sribution where no gain is recognized to the distribu-
Aet or the Revenue Aet of 1028; there shell be in-
eluded the period for whieh ke held the steek or se-

eurities in the disteibuting eorperation prior to the
f@%i?tﬁf%h@ﬂ%@ék&fﬁ&@&ﬂﬁ&ﬁﬂ?ﬁﬁﬂ&@hdisﬁﬂbﬁ-

payer has held steek or seeurities the aequisition of
whieh {or the eontract or option to aequire whieh)
reswlted in the nondeduetibility {under seetion 18
of this Aet or the Revenue Aeb of 1928; relating to
wash sales) of the loss from the sele or other dispost-
tion of substantielly identieal stock oF seeurities; there
shell be meluded the period for whieh ke held the
stoek or seeurities the loss from the sele or other dis-
position of which weas not deduetible:
{4} CorrRorroN AND PavryENE oF Tax—The total
tax determined under subseetion {a) or (b} shall be eol-
leeted end paid in the same menner; ot the same time; and

sibjeet to the samne provisions of low; including penelties;
fs other taxes tirder iy Heles

{e} In the ense of & bone fide sele of mines; oH or gas
wells; or any interest therein; where the prineipal velue of
. the property has been demonsizated by prospeeting or ex-
ploration and diseovery work done by the taxpayer; the
portion of the tax impesed by seetion 12 of this title at-
tributable to sach sale shall not exceed 16 per eentumn of
the selling price of such property or interest:

{b} For limitation to 123 per ecentum rate of tax; see
seetion +o4:
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SEC. 103 101. EXEMPTIONS FROM TAX ON CORPORA-
TIONS.

The following organizations shall be exempt from taxa-
tion under this title—

(1) Labor, agricultural, or horticultural organiza-
tions; :

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

(3) Fraternal beneficiary societies, orders, or asso-
ciations, (A) operating under the lodge system or for
the exclusive benefit of the members of a fraternity
itself operating under the lodge system; and (B) pro-
viding for the payment of life, sick, accident, or other
benefits to the members of such society, order, or
association or their dependents;

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

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

(6) Corporations, and any community chest, fund,
or foundation, organized and operated exclusively for
religious, charitable, scientific, literary, or educational
purposes, or for the prevention of cruelty to children or
animals, no part of the net earnings of which inures to
the benefit of any private shareholder or individual, and
no substantial part of the activities of which is carrying
on propaganda, or otherwise attempting, to influence
legislation ;
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(7) Business leagues, chambers of commerce, real-
estate boards, or boards of trade, not organized for profit
and no part of the net earnings of which inures to the
benefit of any private shareholder or individual;

(8) Civic leagues or organizations not organized
for profit but operated exclusively for the promotion of
social welfare, or local associations of employees, the

~ membership of which is limited to the employees of a

designated person or persons in a particular munici-

* pality, and the net earnings of which are devoted

exclusively to charitable, educational, or recreational
oses;

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

(10) Benevolent life insurance associations of a
purely local character, mutual ditch or irrigation com-
panies, mutual or cooperative telephone companies, or
like organizations ; but only if 85 per centum or more of
the income consists of amounts collected from members
for the sole purpose of meeting losses and expenses;

(11) Farmers’ or other mutual hail, cyclone, cas-

ualty, or fire insurance companies or associations (in-

cluding interinsurers and reciprocal underwriters) the
income of which is used or held for the purpose of pay-
ing losses or expenses;

(12) Farmers’, fruit growers’, or like associations
organized and operated on a cooperative basis (a) for
the purpose of marketing the products of members or
other producers, and turning back to them the proceeds
of sales, less the necessary marketing expenses, on the
basis of either the quantity or the value of the products
furnished by them, or (b) for the purpose of purchasing
supplies and equipment for the use of members or other
persons, and turning over such supplies and equipment
to them at actual cost, plus necessary expenses. FEx-
emption shall not be denied any such association be-
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cause it has capital stock, if the dividend rate of such
stock is fixed at not to exceed the legal rate of interest
in the State of incorporation or 8 per centum per annum,
whichever is greater, on the value of the consideration
for which the stock was issued, and if substantially all
such stock (other than nonvoting preferred stock, the
owners of which are not entitled or permitted to par-
ticipate, directly or indirectly, in the profits of the asso-
ciation, upon dissolution or otherwise, beyond the fixed
dividends) is owned by producers who market their
products or purchase their supplies and equipment
through the association ; nor shall exemption be denied
any such association because there is accumulated and
maintained by it a reserve required by State law or a
reasonable reserve for any necessary purpose. Such an
association may market the products of nonmembers in
an amount the value of which does not exceed the value
of the products marketed for inembers, and may pur-
chase supplies and equipment for nonmembers in an
amount the value of which does not exceed the value of
the supplies and equipment purchased for members,
provided the value of the purchases made for persons
who are neither members nor producers does not exceed
15 per centum of the value of all its purchases. Busi-
ness done for the United States or any of its agencies
shall be disregarded in determining the right to exemp-
tion under this paragraph;

(13) Corporations organized by an assoclation
exempt under the provisions of paragraph (12), or
members thereof, for the purpose of financing the
ordinary crop operations of such members or other
producers, and operated in conjunction with such asso-
- ciation. Exemption shall not be denied any such
corporation because it has capital stock, if the dividend
rate of such stock is fixed at not to exceed the legal rate
of interest in the State of incorporation or 8 per centum
- per annum, whichever is greater, on the value of the
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consideration for which the stock was issued, and if
substantially all such stock (other than nonvoting pre-
ferred stock, the owners of which are not entitled or
permitted to participate, directly or indirectly, in the
profits of the corporation, upon dissolution or other-
wise, beyond the fixed dividends) is owned by such
association, or members thereof; nor shall exemption
be denied any such corporation because there is accu-
mulated and maintained by it a reserve required by
State law or a reasonable reserve for any necessary
purpose;

(14) Corporations organized for the exclusive pur-
pose of holding title to property, collecting income
therefrom, and turning over the entire amount thereof,
less expenses, to an organization which itself is exempt
from the tax imposed by this title;

{15} Federal land banks; national farm-loan asse-

(15) Corporations organized under Act of Con-
gress, if such corporations are instrumentalities of the
United States and if, under such Act, as amended
and supplemented, such corporations are exempt from
Federal income taxes;

(16) Voluntary employees’ beneficiary associa-
tions providing for the payment of life, sick, accident,
or other benefits to the members of such association or

 their dependents, if (A) no part of their net earnings

inures (other than through such payments) to the bene-

" fit of any private shareholder or individual, and (B)

85 per centum or more of the income consists of
amounts collected from members for the sole purpose
of making such payments and meeting expenses;

(17) Teachers’ retirement fund associations of a
purely local character, if (A) no part of their net
earnings inures (other than through payment of
retirement benefits) to the benefit of any private share-
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holder or individual, and (B) the income consists
solely of amounts received from public taxation,
amounts received from assessments upon the teaching
salaries of members, and income in respect of
investments.

SEC: 104, ACCUMULATION OF SURPLUS TO EVADE IN-
TERNAL-REVENUE TAXES:

SEC. 102. SURTAX ON CORPORATIONS IMPROPERLY ACCU-
MULATING SURPLUS.

{&) H eny eorporation; however erented or oxganized;
i3 formed or fw&ﬁed of for the purpese of preventing the
imposition of any internel-revenue tax upom is sheve-
helders t—hfe&gh the medinm of permitting its gains end
profits to acewmulate instend of being divided or distrib-
uted; there shall be levied; eolleeted; and paid for eseh
taxable year upen the net ineome of such eorporation
tax equal to 5O per eentwn of the amount thereof; whieh
shall be in addition to the tax impesed by seetion 13 and
shell be eomputed; eolleeted; and paid upon the seme basis
it He sare manhey aa&d subjeet to the same Provi-

(a) ImposiTION OF Tax.—There shall be levied, col-
lected, and paid for each tazable year upon the adjusted net
income of every corporation (other than a personal holding
company as defined in section 351) if such corporation,
however created or organized, is formed or availed of for
the purpose of preventing the imposition of the surtax upon
its shareholders or the shareholders of any other corpora-
tion, through the medium of permitting gains and profits to
accumulate instead of being divided or distributed, a sur-
tax equal to the sum of the following:

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

(2) 35 per centum of the amount of the adjusted net
income wn excess of $100,000.
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(b) Prima Facie EviDENCE. — The fact that any
corporation is a mere holding or investment cormpany, or
that the gains or profits are permitted to accumulate be-
yond the reasonable needs of the business, shall be prima
facie evidence of a purpose to eseape any internal-revenue
$ax avoud surtaz.

{e} As used in this seetion the term “ net imeome ”
the sum of the amount of the dividend deduetion allowed
‘gader seetion 23-(p) end the amnount of the imterest on
1017, whieh would be subjeet to tax in whele er in part
in the hands of an ndividusl ewner:

(¢) DEFINITION OF “ADJUSTED NET INCOME” .—
As used in this section, the term ‘‘ adjusted net income”
means the net income computed without the allowance of
the dividend deduction otherwise allowable, but diminished
by the amount of dividends paid during the taxzable year.

(d) PaYyMENT OF SURTAX ON PRO RATA SHARES.—
The tax imposed by this section shall not apply if all the
shareholders of the corporation include (at the time of
filing their returns) in their gross income their entire dis-
tribative pro rata shares, whether distributed or not, of
the net meeme “ adjusted net income” of the corporation
for such year. Any amount so included in the gross in-
come of a shareholder shall be treated as a dividend
received. Any subsequent distribution made by the cor-
‘poration out of the earnings or profits for such taxable year
shall, if distributed to any shareholder who has so included
in his gross income his distzibutive pro rata share, be ex-
empt from tax in the amount of the share so included.

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

Note.—Section 214 of the National Industrial Recovery Act sub-
stituted the phrase “ any internal-revenue tax ” for the phrase “the
surtax ”, and the phrase “internal-revenue taxes” for the word
“surtaxes ”, appearing in this section of the 1932 act.
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SEC. 103. RATES OF TAX ON CITIZENS AND CORPORATIONS
OF CERTAIN FOREIGN COUNTRIES.

Whenever the President finds that, under the laws of
any foreign country, citizens or corporations of the United
States are being subjected to discriminatory or extraterri-
torial tawes, the President shall so proclaim and the rates -
of tax imposed by sections 11,12, 13, 201(b), and 204(a)
shall, for the tazable year during which such proclamation
1s made and for each taxzable year thereafter, be doubled
in the case of each citizen and corporation of such for-
eign country; but the tax at such doubled rate shall be
considered as imposed by section 11, 12, 13, 201(b), or
R204(a), as the case may be. In no case shall this section
operate to increase the taxes imposed by such sections (com-
puted without regard to this section) to an amount in ex-
cess of 80 per centum of the net income of the taxpayer.
Whenever the President finds that the laws of any foreign
country with respect to which the President has made a
proclamation under the preceding provisions of this section
have been modified so that discriminatory and exiraterri-
torial taxes applicable to citizens and corporations of the
United States have been removed, he shall so proclaim,
and the provisions of this section promdmg for doubled
rates of tax shall not apply to any citizen or corporation
of such foreign country with respect to any taxable year
beginning after such proclamation is made.

DIFFERENT LAWS,

H i is neeessary to eompute the tax for a period begin-
ngmeﬂee&leﬁdﬂ {hereinatier in this seetion entled

e&lend&y%&#%—&nd%helmva%pke&b}e#e%heseeeﬁéeal—
end&rye&r&s%en%&emt-he}&w&?phe&bletetheﬁfst
eslendar year; then the tax under this title for the

ending during the seeond ealendar year shall be in the sum
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of: {1} the same proportion of & tax for the entire

pertod;
-determined under the law applieable to the first enlendar

year and ot the rates for sueh year; whieh the portien of

such period falling within the first ealendar year is of the

entire period; and {2} the same propertion of & tax for the
entire period; determined under the law applieable to the
seeond ealendar year and at the rates for sueh year; whieh
the pertion of such period falling within the seeond eal-
endsr wear is of the entire period:

Supplement B—Computation of Net Income
[Supplementary to Subtitle B, Part II]

SEC. 111. DETERMINATION OF AMOUNT OF, AND RECOG-
NITION OF, GAIN OR LOSS.

(a) CoMPUTATION OF GAIN OR Loss.—E=zeept as
hereinafter provided in this seetion; the The gain from the
sale or other disposition of property shall be the excess of
the amount realized therefrom over the adjusted basis pro-

-vided in section 113 (b) for determining gain, and the loss

shall be the excess of suek the adjusted basis provided in
such section for determining loss over the amount realized.

(b) AMoUNT REALIZED.—The amount realized from
the sale or other disposition of property shall be the sum of

-any money received plus the fair market value of the prop-
erty (other than money) received.

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

(d) InsTALLMENT SALES.—Nothing in this section
shall be construed to prevent (in the case of property sold
under contract providing for payment in installments) the

“taxation of that portion of any installment payment repre-

senting gain or profit in the year in Whlch such payment
is recéived.
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SEC. 112. RECOGNITION OF GAIN OR LOSS.

(a) GENERAL RULE.—Upon the sale or exchange of
property the entire amount of the gain or loss, determined
under section 111, shall be recognized, except as herein-
after provided in this section.

(b) ExcHANGES SoLELY IN KIiNDp.—

(1) PROPERTY HELD FOR PRODUCTIVE USE OR
INVESTMENT.—No gain or loss shall be recognized if
property held for productive use in trade or business
or for investment (not including stock in trade or other
property held primarily for sale, nor stocks, bonds,
notes, choses in action, certificates of trust or beneficial
interest, or other securities or evidences of indebtedness
or interest) is exchanged solely for property of a like
kind to be held either for productive use in trade or
business or for investment.

(2) STOCK FOR STOCK OF SAME CORPORATION.—
No gain or loss shall be recognized if common stock in
a corporation is exchanged solely for common stock in
the same corporation, or if preferred stock in a corpora-
tion is exchanged solely for preferred stock in the same
corporation. '

(3) STOCK FOR STOCK ON REORGANIZATION.—
No gain or loss shall be recognized if stock or securities
in a corporation a party to a reorganization are, in pur-
suance of the plan of reorganization, exchanged solely
for stock or securities in such corporation or in another
corporation a party to the reorganization.

(4) SAME—GAIN OF CORPORATION.—No gain -or
loss shall be recognized if a corporation a party to a
reorganization exchanges property, in pursuance of the
plan of reorganization, solely for stock or securities in
another corporation a party to the reorganization.

(5) TRANSFER TO CORPORATION CONTROLLED BY
TRANSFEROR.—No gain or loss shall be recognized if
property is transferred to a corporation by one or more
persons solely in exchange for stock or securities in such
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corporation, and immediately after the exchange such
person or persons are in control of the corporation; but
in the case of an exchange by two or more persons this
paragraph shall apply only if the amount of the stock
and securities received by each is substantially in pro-
portion to his interest in the property prior to the
exchange. '

(¢) GAIN FrROM EXCHANGES NOT SOLELY IN KIND.—

(1) If an exchange would be within the provisions
of subsection (b) (1), (2), (3),or (5) of this section
if it were not for the fact that the property received in
exchange consists not only of property permitted by
such paragraph to be received without the recognition
of gain, but also of other property or money, then the
gain, if any, to the recipient shall be recognized, but in
an amount not in excess of the sum of such money and
the fair market value of such other property.

(2) If a distribution made in pursuance of a plan
of reorganization is within the provisions of paragraph
(1) of this subsection but has the effect of the distribu-
tion of a taxable dividend, then there shall be taxed as a
dividend to each distributee such an amount of the
gain recognized under paragraph (1) as is not in excess
of his ratable share of the undistributed earnings and
profits of the corporation accumulated after February
28,1913. The remainder, if any, of the gain recognized
under paragraph (1) shall be taxed as a gain from the
exchange of property. '

(d) SaAME—GAIN OF CORPORATION.—If an exchange

would be within the provisions of subsection (b) (4) of
this section if it were not for the fact that the property
received in exchange consists not only of stock or securities
permitted by such paragraph to be received without the
rﬁcognition of gain, but also of other property or money,
thep—

(1) Xf the corporation receiving such other property
or money distributes it in pursuance of the plan of re-

87180—84——8
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organization, no gain to the corporation shall be recog-
nized from the exchange, but
(2) If the corporation receiving such other prop-
erty or money does not distribute it in pursuance of the
plan of reorganization, the gain, if any, to the corporation
shall be recognized, but in an amount not in excess of
the sum of such money and the fair market value of such
other property so received, which is not so distributed.
(e) Loss rFroM ExcHANGES NoT SoLELY IN KiND.—
If an exchange would be within the provisions of subsection
(b) (1) to (5), inclusive, of this section if it were not for
the fact that the property received in exchange consists not
only of property permitted by such paragraph to be re-
ceived without the recognition of gain or loss, but also of
other property or money, then no loss from the exchange
shall be recognized.
(f) INvoLUNTARY CONVERSIONS.—If property (as
a result of its destruction in whole or in part, theft or
seizure, or an exercise of the power of requisition or con-
~demnation, or the threat or imminence thereof) is com-
pulsorily or involuntarily converted into property 'similar
or related in service or use to the property so converted,
‘or into money which is forthwith in good faith, under
regulations prescribed by the Commissioner with the
epproval of the Secretary, expended in the acquisition of
other property similar or related in service or use to the
property so converted, or in the acquisition of control of
a corporation owning such other property, or in the
establishment of a replacement fund, no gain or loss shall
be recognized. If any part of the money is not so
expended, the gain, if any, shall be recognized, but in an
amount not in excess of the money which is not so
expended.

{g)} DSTRIBUTIION OF S700%k OF REORGANIZA-
10— there is distributed; in pursusnee of & plan of
reorganization; to & sharcholder in & eorperation & purty
to the reorganization; stoek or seeurities in sueh eorpora-
tior oF in another eorporation & party to the reorgani-
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gotion; without the surrender by sueh shareholder of stoek
or Seeuritics in sueh & eorporation; ne gain to the dis-
iributee from the reeeipt of sueh stoek or securities shall

be recognized:

b} Savep—Errrer ox Foronn DISTRIBUIIONS—
The distribution; in pursusnee of & plan of feefg&m&ﬂeﬁ;
by or on behalf of & corporation & party to the reorgani-
mﬁen;efibs‘s&eekefsee&éﬁesefs%eekefseeﬂfiéesm&
eorporation & party to the reorganization; H ne g&m to the
distributee from the receipt of sueh stoek or seenvities svns
feeegnﬁeé by law; shell not be considered o distribution

of earnings or profits within the meaning of seetion
115{(b} for the purpese of determining the taxebility of
subsequent d*smbu-tieﬁs by the eorporation:

4} (g) DEFINITION OF REORGANIZATION.—ASs used
in this section and seetions 113 and 115 section 113—

(1) The term “reorganization” means (A) a
statutory merger or consolidation -(-mehémg, or (B)
the acquisition by one corporation ef i exchange solely
for all or a part of its voting stock: of at least & mejority
80 per centum of the voting stock and at least & ma-
jority 80 per centum of the total number of shares of
all other classes of stock of another eorporation; or
corporation; or of substantially all the properties of
another corporation}; ez {B}, or (C) a transfer by a
corporation of all or a part of its assets to another
corporation if immediately after the transfer the trans-
feror or its stockholders or both are in control of the
corporation to which the assets are transferred, or

~ 46} (D) arecapitalization, or {5} (E) a mere change
in identity, form, or place of organization, however
effected.

(2) The term “a party to a reorganization
includes a corporation resulting from a reorganization
and includes both corporations in the case of an sequisi-
tion by one eorperation of at least & majority of the
voting stoek and ot least a majority of the totel num-
ber of shares of all other elasses of stoek of another
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eorporation a reorganization resulting from the acqui-

sition by ome corporation of stock or properties of

another.

4} (k) DeFIxITION OF CONTROL.—As used in this
section the term “ control ” means the ownership of at least
80 per centum of the voting stock and at least 80 per
centum of the total number of shares of all other classes of
stock of the corporation. '

(i). FOREIGN CORPORATIONS.—In -determining

the extent to which gain shall be recognized in the case of
any of the exchanges or distributions (made after the date
of the enactment of this Act) described in subsection (b)
(3), (4), or (5), or described in so much of subsection
(¢) as refers to subsection (b) (3) or (5), or described
in subsection (d) er {g), a foreign corporation shall not
be considered as a corporation unless, prior to such ex-
change or distribution, 1t has been established to the satis-
faction of the Commissioner that such exchange er dis-
tributien is not in pursuance of a plan having as one of
its principal purposes the avoidance of Federal income
taxes.

SEC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR
LOSS.

(a) Basts (UNADJUSTED) OF PROPERTY.—The basis
of property shall be the cost of such property; except
that—

(1) INVENTORY VALUE.—If the property should
have been included in the last inventory, the basis shall
be the last inventory value thereof.

(2) GIFTS AFTER DECEMBER 31, 1920.—If the
property was acquired by gift after December 31, 1920,
the basis shall be the same as it would be in the hands of
the donor or the last preceding owner by whom it was
not acquired by gift, except that for the purpose of deter-
mining loss the basis shall be the basis so determined or
the fair market value of the property at the time of the
gift, whichever is lower. If the facts necessarv to de-
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termine sueh basis the basis in the hands of the donor or
the last preceding owner are unknown to the donee, the
Commissioner shall, if possible, obtain such facts from
such donor or last precedmg owner, or any other person
cognizant thereof. If the Commissioner finds it im-
possible to obtain such facts, the basis tn the hands of

“such donor or last preceding owner shall be the fair mar-

ket value of such property as found by the Commis-
sioner as of the date or approximate date at which, ac-
cording to the best information that the Commissioner
is able to obtain, such property was acquired by such
donor or last preceding owner.

(3) TRANSFER IN TRUST AFTER DECEMBER 31,
1920.—If the property was acquired after December 31,
1920, by a transfer in trust (other than by a transfer
in trust by a bequest or devise) the basis shall be the
same as it would be in the hands of the grantor, increased
in the amount of gain or decreased in the amount of loss

_ recognized to the grantor upon such transfer under the

law applicable to the year in which the transfer was
made.

(4) GIFT OR TRANSFER IN TRUST BEFORE JANU-
ARY 1, 1921.—If the property was acquired by gift or
transfer in trust on or before December 31, 1920, the
basis shall be the fair market value of such property at
the time of such acquisition. Fhe provisions of this pare-
graph shell epply to the sequisition of sueh property in-
tezests s are speeified i seetion 402-{e}- of the Revenue
Aet of 1921 or in seetion 302-f)- of the Revenue Aet of
1024 or the Revenue Aet of 1026 {relating to property

time of

- (5) PROPERTY TRANSMITTED AT DEATH.—H per-
fealpfepefbyw&sa,eqmedbygeﬂef&lefspeeiﬁedeme
or by intestaey; the basis shall be the fair market value
of the property at the time of the death of the deeedent:
If the property was sequired by the deeedent’s estate

Aol OT
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from the deecedent; the basis in the hands of the estate
shell be the fair markes value of the property at the fime
of the death of the deeedent- In oll other enses if the |
property was aequired either by will or by intestaey; the
basis shall be the fair market value of the property ot the
time of the distribution te the taxpayer: If the property
was acquired by bequest, devise, or inheritance, or by the -
decedent' s estate from the decedent, the basis shall be the
fair market value of such property at the time of such
acquisition. TIn the case of property transferred in trust
to pay the income for life to or upon the order or direc-
tion of the grantor, with the right reserved to the
grantor at all times prior to his death to revoke the trust,
the basis of such property in the hands of the persons
entitled under the terms of the trust instrument to the
property after the grantor’s death shall, after such
death, be the same as if the trust instrument had been a
will executed on the day of the grantor’s death. For
the purpose of this paragraph property passing without
full and adequate consideration under a general power
of appointment exercised by will shall be deemed to be
property passing from the individual exercising such
power by bequest or devise.

(6) TAX-FREE EXCHANGES GENERALLY.—If the
property was aeqaired acquired, after February 28,
1913, upon an exchange described in section 112 (b)
to (e), inclusive, the basis shall be the same as in the
case of the property exchanged, decreased in the amount
of any money received by the taxpayer and increased
in the amount of gain or decreased in the amount of loss
to the taxpayer that was recognized upon such exchange
under the law applicable to the year in which the ex-
change was made. Tf the property so acquired con-
sisted in part of the type of property permitted by sec-
tion 112 (b) to be received without the recognition of
gain or loss, and in part of other property, the basis
provided in this paragraph shall be allocated between
the properties (other than money) received, and for
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the purpose of the allocation there shall be assigned to

such other property an amount equivalent to its fair
market value at the date of the exchange. This para-
graph shall not apply to property acquired by a cor-
poration by the issuance of its stock or securities as the
consideration in whole or in part for the transfer of the
property to it.

(7) TRANSFERS TO CORPORATION WHERE CON-
TROL OF PROPERTY REMAINS IN SAME PERSONS.—If
the property was acquired after December 31, 1917,
by a corporation in connection with a reorganization,
and immediately after the transfer an interest or control
in such property of 50 per centum or more remained
in the same persons or any of them, then the basis shall
be the same as it would be in the hands of the transferor,
increased in the amount of gain or decreased in the
amount of loss recognized to the transferor upon such
transfer under the law applicable to the year in which
the transfer was-made. This paragraph shall not apply
if the property acquired consists of stock or securities in
a corporation a party to the reorganization, unless ac-

-quired by the issuance of stock or securities of the trans-

feree as the consideration in whole or in part for the
transfer.

(8) PROPERTY ACQUIRED BY ISSUANCE OF STOCK
OR AS PAID-IN SURPLUS.—If the property was ac-
quired after December 31, 1920, by a corporation—

(A) by the issuance of its stock or securities In
connection with a transaction described in section

112 (b) (5) (including, also, cases where part of the

consideration for the transfer of such property to the

corporation was property or money, in addition to
such stock or securities), or
(B) as paid-in surplus or as a contribution to
capital,
then the basis shall be the same as it would be in the
hands of the transferor, increased in the amount of gain
or decreased in the amount of loss recognized to the
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transferor upon such transfer under the law apphcable
to the year in which the transfer was made.

{8 TAXFREE DPISTRIBUTIONS—I the property
eonsists of stoek or seeurities distributed after Deeem-
ber 3%; 1923; to & taxpayer it eonneetion With &
the ease of the steek in respeet of whieh the distriba-
tion was made shell be epportioned; under rules and
approval of the Seeretary; between such stoek and the
stoek oF seeuritios distributeds

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

1) (10) WaSH SALES OF STOCK.—If the prop-
erty consists of stock or securities the acquisition of
which (or the contract or option to acquire which)
resulted in the nondeductibility (under section 118
of this Act or corresponding provisions of prior income
tax laws, relating to wash sales) of the loss from the
sale or other disposition of substantially identical stock
or securities, then the basis shall be the basis of the
stock or securities so sold or disposed of, increased or
decreased, as the case may be, by the difference, if any,
between the price at which the property was acquired
and the price at which such substantially identical
stock or securities were sold or otherwise disposed of.
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432} (11) PROPERTY ACQUIRED DURING AFFILIA-
TroN.—In the case of property acquired by a corpo-
ration, during a period of affiliation, from a corporation
with which it was affiliated, the basis of such property,
after such period of affiliation, shall be determined, in
accordance with regulations prescribed by the Commis-
sioner with the approval of thé Secretary, without
regard to inter-company transactions in respect of
which gain or loss was not recognized. For the pur-
poses of this paragraph, the term * period of affiliation ”
means the period during which such corporations were
affliated (determined in accordance with the law ap-
plicable thereto) but does not include any taxable year
beginning on or after January 1, 1922, unless a con-
solidated return was made, nor any taxable year after
the taxable year 1928. The basis in case of property
acquired by a corporation during any period, in the
taxable year 1929 or any subsequent taxable year, in
respect of which a consolidated return is made by such
corporation under section 141 of this Act or the Rev-
enue Act of 1928 or the Revenue Act of 1932, shall be
determined in accordance with regulations prescribed
under section 141 (b) of this Act or the Revenue Act
of 1928 or the Revenue Act of 1932. The basis in
the case of property held by a corporation during any
period, in the taxable year 1929 or any subsequent
taxable year, in respect of which a consolidated return
is made by such corporation under section 141 of this
Act or the Revenue Act of 1928 or the Revenue Act of

11932, shall be adjusted in respect of any items relating

to such period, in accordance with regulations pre-
seribed under section 141 (b) of this Act or the Rev-
enue Act of 1928 or the Revenue Act of 1932, appli-
cable to such period.

(12) Basrs ESTABLISHED BY REVENUE AcCT OF
1932.—If the property was acquired, after February
28,1913, in any tazable year beginning prior to Janu-

Google



70

ary 1, 1934, and the basis thereof, for the purposes of
the Revenue Act of 1932 was prescribed by section
113(a) (6), (7), or (9) of such Act, then for the pur-
poses of this Act the basis shall be the same as the basis

therein prescribed in the Revenue Act of 1932.

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

413} (14) PROPERTY ACQUIRED BEFORE MARCH 1,
1913.—In the case of property acquired before
March 1, 1913, if the basis otherwise determined under
this subsection, adjusted (for the period prior to March
1,1913) as provided in subsection (b), is less than the
fair market value of the property as of March 1, 1913,
then the basis for determining gain shall be such fair
market value. In determining the fair market value of
stock in a corporation as of March 1, 1913, due regard
shall be given to the fair market value of the assets of the
corporation as of that date.

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

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

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

(B) in respect of any period since February 28,
1913, for exhaustion, wear and tear, obsolescence,
amortization, and depletion, to the extent allowed
(but not less than the amount allowable) under this
Act or prior income tax laws. Where for any tax-
able year prior to the taxable year 1932 the depletion
allowance was based on discovery value or a percent-
age of income, then the adjustment for depletion for
such year shall be based on the depletion which would
have been allowable for such year if computed with-
out reference to discovery value or a percentage of
income;

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

(D) in the case of stock (to the extent not pro-
vided for in the foregoing subparagraphs) for the

~amount of distributions previously made which,
under the law applicable to the year in which the
distribution was made, either were tax-free or were
applicable in reduction of basis (not including dis-
tributions made by a corporation, which was classi-
fied as a personal service corporation under the pro-
visions of the Revenue Act of 1918 or 1921, out of
its earnings or profits which were taxable in accord-
ance with the provisions of section 218 of the Reve-

nue Act of 1918 or 1921).

(2) SussSTITUTED BASIS.—The term “ substituted
basis ”” as used in this subsection means a basis deter-
mined under any provision of subsection (a) of this
section or under any corresponding provision of a prior
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income tax law, providing that the basis shall be
determined—
(A) by reference to the basis in the hands of a
transferor, donor, or grantor, or
(B) by reference to other property held at any
time by the person for whom the basis is to be
determined.
Whenever it appears that the basis of property in the
hands of the taxpayer is a substituted basis, then the
adjustments provided in paragraph (1) of this sub-
section shall be made after first making in respect of
such substituted basis proper adjustments of a similar
nature in respect of the period during which the prop-
erty was held by the transferor, donor, or grantor, or.
during which the other property was held by the person
for whom the basis is to be determined. A similar rule
shall be applied in the case of a series of substituted
bases.

SEC. 114. BASIS FOR DEPRECIATION AND DEPLETION.

(a) Bastis rFor DEPRECIATION.—The basis upon
which exhaustion, wear and tear, and obsolescence are to
be allowed in respect of any property shall be the adjusted
basis provided in section 113 (b) for the purpose of deter-
mining the gain er less upon the sale or other disposition
of such property.

(b) Basis FOrR DEPLETION.—

(1) GeENERAL RULE.—The basis upon which de-
pletion is to be allowed in respect of any property shall
be the adjusted basis provided in section 113 (b) for
the purpose of determining the gain er less upon the sale
or other disposition of such property, except as provided
in paragraphs (2), (8),and (4) of this subsection.

(2) DISCOVERY VALUE IN CASE OF MINES.—In
the case of mines (other than metal, coal or sulphur
mines) discovered by the taxpayer after February 28,
1913, the basis for depletion shall be the fair market
value of the property at the date of discovery or within
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thirty days thereafter, if such mines were not acquired
as the result of purchase of a proven tract or lease, and
if the fair market value of the property is materially
disproportionate to the cost. The depletion allowance
under section 23(m) based on discovery value pro-
vided in this paragraph shall not exceed 50 per centum
of the net income of the taxpayer (computed without
allowance for depletion) from the property upon which

~ the discovery was made, except that in no case shall

the depletion allowance under section 23(m) be less
than it would be if computed without reference to dis-
covery value. Discoveries shall include minerals in
commercial quantities contained within a vein or de-
posit discovered in an existing mine or mining tract
by the taxpayer after February 28, 1913, if the vein

‘or deposit thus discovered was not merely the un-

interrupted extension of a continuing commercial vein
or deposit already known to exist, and if the dis-
covered minerals are of sufficient value and quantity
that they could be separately mined and marketed at
a profit.

(3) PERCENTAGE DEPLETION FOR OIL AND GAS
WELLS.—In the case of oil and gas wells the allowance
for depletion under section 23(m) shall be 274 per
centum of the gross income from the property during
the taxable year, excluding from such gross income an
amount equal to any rents or royalties paid or incurred
by the taxpayer in respect of the property. Such
allowance shall not exceed 50 per centum of the net
income of the taxpayer (computed without allowance
for depletion) from the property, except that in no case
shall the depletion allowance under section 23(m) be
less than it would be if computed without reference to
this paragraph.

(4) PERCENTAGE DEPLETION FOR COAL AND
METAL MINES AND SULPHUR.—The allowance for
depletion under section 23(m) shall be, in the case of

- coal mines, 5 per centum, in the case of metal mines,
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15 per centum, and, in the case of sulphur mines or
deposits, 23 per centum, of the gross income from the
property during the taxable year, excluding from such
gross income an amount equal to any rents or royalties
paid or incurred by the taxpayer in respect of the prop-
erty. Such allowance shall not exceed 50 per centum
©of the net income of the taxpayer (computed without
allowance for depletion) from the property; exeept that
3n no ease shall the depletion sllowanee for the taxable
srear 1032 or 1933 be less than it would be i eomputed
without referenee to this paragraph: A taxpayer mek-
ing return for the taxable year 1933 shell state im
sueh return; a8 t0 each property -{tor; H he first makes
return in respeet of o property for any taxable yeer
after the taxable year 1933; ther in such first return);

fails to mako sach statement in the roturn; the deplotion.
- taxable

aequired after December 31; 1033; is held by the

A} if the basis of the property in the honds of the
erenee to the besis in the hands of the trancferor;
donex; or grantor; then the depletion allowanee in re-
speet of the property shal be eomputed with or with-
out referenee to pereentage depletion; aceording to
the method of eomputation which woeuld have been
spplieable if the transferor; doner; or grantor had
eontinued to hold the property; or

+{B)- if the besis of the property is; under seetion
H3{a}; determined by referenee to the basis of other
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A taxpayer making his first return under this title in
respect of a property shall state whether he elects to have
the depletion allowance for such property for the tazable
year for which the return is made computed with or
without regard to percentage depletion, and the depletion
allowance in respect of such property for such year shall.
be computed according to the election thus made. I
the taxpayer fails to make such statement in the return,
the depletion allowance for such property for such year
shall be computed without reference to percentage deple-
tion. The method, determined as above, of computing
the depletion allowance shall be applied in the case of
the property for.-all tazable years in which it is in the
hands of such taxpayer, or of any other person if the
basis of the property (for determining gain) in his
hands is, under section 113, determined by reference to
the basis in the hands of such tazpayer, either directly or
through one or more substituted bases, as defined in that
section.

SEC. 115. DISTRIBUTIONS BY CORPORATIONS.

(a) DErINITION OF DI1viDEND.—The term * divi-
dend ”” when used in this title (except in section 203 (a)
(4) and section 208-{e}{+}- 207 (c)(1), relating to insur-
ance companies) means any distribution made by a corpo-
ration to its shareholders, whether in money or in other
property, out of its earnings or profits accumulated after
February 28, 1913. '

(b) Source or DisTriBUTIONS.—For the purposes
of this Act every distribution is made out of earnings or
profits to the extent thereof, and from the most recently
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accumulated earnings or profits. Any earnings or profits
accumulated, or increase in value of property accrued, be-
fore March 1, 1913, may be distributed exempt from tax,
after the earnings and profits accumulated after February
28, 1913, have been distributed, but any such tax-free
distribution shall be applied against and reduce the ad-
justed basis of the stock provided in section 113.

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

per centum of the gain so recognized shall be taken into ac-

count in computing net income. In the case of amounts
distributed (whether before January 1, 1934, or on or
after such date) in partial liquidation (other than a dis-
tribution within the provisions of seetien +32-h} subsec-
tion (h) of this section of stock or securities in connection
with a reorganization) the part of such distribution which
is properly chargeable to capital account shall not be con-
sidered a distribution of earnings or profits within the
meaning of subsection (b) of this section for the purpose
of determining the taxability of subsequent dlstnbutlons
by the corporation.

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

property.
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{e) DISTRIBUTIONS BY PERSONAL SERVICE CORPO-
RATIONS.—Any distribution made by a corporation, which
was classified as a personal service corporation under the
provisions of the Revenue Act of 1918 or the Revenue
Act of 1921, out of its earnings or profits which were
taxable in accordance with the provisions of section 218
of the Revenue Act of 1918 or section 218 of the Revenue
Act of 1921, shall be exempt from tax to the distributees.

(f) Srock DivipENDS.—A stock dividend shall not
be subject to tax.

(g) RebpempTION OF STOCK.—If a corporation can-
cels or redeems its stock (whether or not such stock was
issued as a stock dividend) at such time and in such man-
ner as to make the distribution and cancellation or redemp-
tion in whole or in part essentially equivalent to the dis-
tribution of a-taxable dividend, the amount so distributed
in redemption or cancellation of the stock, to the extent
that it represents a distribution of earnings or profits ac-
cumulated after February 28, 1913, shall be treated as a
taxable dividend.

(h) DISTRIBUTION OF STOCK ON REORGANIZA-
1I0N—EFFECT ON FUTURE DISTRIBUTIONS.—The dis-
tribution before January 1, 1934, wn pursuance of a plan
of reorganization, by or on behalf of a corporation a party
to the reorganization, of its stock or securities or stock or
securities in a corporation a party to the reorgamization, if
no gain to the distributee from the receipt of such stock or
securities was recognized by law, shall not be considered a
distribution of earnings or profits within the meaning of
this section for the purpose of determining the taxability of
subsequent distributions by the corporation. As used in
this subsection, the terms “‘ reorganization” and * party
to the reorganization” shall have the meanings assigned
to such terms in section 112 of the Revenue Act of 1932.

b} (i) DEFINTTION OF PARTIAL L1QUIDATION.—AS
used in this section the term “ amounts distributed in par-

tial liquidation ”” means a distribution by a corporation in
87180—34——6
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complete cancellation or redemption of a part of its stock,
or one of a series of distributions in complete cance]]atlon
or redemption of all or a portion of its stock.

SEC. 116. EXCLUSIONS FROM GROSS INCOME.

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

(a) EArNED INCOME FROM SOURCES WITHOUT
UN1TED STATES.—In the case of an individual citizen of
the United States, a bona fide nonresident of the United
States for more than six months during the taxable year,
amounts received from sources without the United States

(except amounts paid by the United States or any agency
thereof) if such amounts would constitute earned income
as defined in section 25(a) if recewed from sources within
the Unated States; but such individual shall not be allowed
as a deduction from his gross income any deductions prop-
erly allocable to or chargeable against amounts excluded
from gross income under this subsection. Ay used in s
subseetion the term * eorned ineome ” Tnesns Wages;.
sbirtes; pfe£esswﬁa-l fees; and other amounts reecived as
eompensation for pefseﬁa& services setunkly rendered; but
does not inelade thet part of the eompensation dexivod
by the texpeyer for personnl serviees rendered by him to
& eorporstion which represents o distribution of earnings
or profits rather than o reasonsble allowanee as eompense-
tion for the personal serviees aetunlly rendered: In the
ease of & taxpayer engaged in o trade or business in whieh
beth pefseﬁa;l services and eapital are roaterinl ineome
produeing faetors; o reasonable allowanee as eompensation
ﬁe%mexeessef%pefeeﬁtumeﬂa&ssh&reeﬁheﬁetpmﬁ%s
of such trade o business; shall be considered a8 earned
eone:

(b) TEACHERS IN AvASKA AND Hawan.—In the
case of an individual employed by Alaska or Hawaii or any
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political subdivision thereof as a teacher in any educational
institution, the compensation received as such. This sub-
section shall not exempt compensation paid directly or
indirectly by the Government of the United States. Sub-
seetion (b} of seetion 5 of the Aot entided “An Aet to pro-
wide & government for the Ferritory of Huvwndt = wpproved
April 30; 1000; as amended by the et entitled “An Aet
%a&e&ds&&e&éeﬁ%he%eﬁrﬂeé%n&eﬁtepm&e&
goverranent for the Territory of Hawsail 5 approved Apr
80; 1000 5 appreved April 12; 1036 {U—S:G; Sup- 35
sitle 48; see: 495-(b}-15 1 fepealed as of Jantery 1 1953
- (¢) Income oF ForEiGN GOVERNMENTS.—The in-.
come of foreign governments received from investments in
the United States in stocks, bonds, or other domestic securi-
ties, owned by such foreign governments, or from interest
on deposits in banks in the United States of moneys be-
longing to such foreign governments, or from any other
. source within the United States.

(d) IncoME OF STATES, MUNICIPALITIES, ETC.—
Income derived from any public utility or the exercise of
any essential governmental function and accruing to any
-State, Territory, or the District of Columbla, or any
. -pohtlca.l subdivision of a State or Territory, or income ac-

.cruing- to the government of -any possession of the United
States, or any political subdivision thereof.

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

(1) If by the terms of such contract the tax imposed
by this title is to be paid out of the proceeds from the
operation of such public utility, prior to any division of
such proceeds between the person and the State, Terri-
tory, political subdivision, or the District of Columbia,
and if, but for the imposition of the tax imposed by this

| S
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title, a part of such proceeds for the taxable year would
accrue directly to or for the use of such State, Territory,
political subdivision, or the District of Columbia, then
a tax upon the net income from the operation of such
public utility shall be levied, assessed, collected, and
paid in the manner and at the rates prescribed in this
title, but there shall be refunded 4o such State, Terri-
tory, political subdivision, or the District of Columbia
(under rules and regulations to be preseribed by the
Commissioner with the approval of the Secretary) an
amount which bears the same relation to the amount
“of the tax as the amount which (but for the imposition
of the tax imposed by this title) would have accrued
directly to or for the use of such State, Territory, politi-
cal subdivision, or the District of Columbia, bears to the
amount of the net income from the operation of such
public utility for such taxable year.

(2) If by the terms of such contract no part of the
proceeds from the operation of the public utility for the
taxable year would, irrespective of the tax imposed by
this title, accrue directly to or for the use of such State,
Territory, political subdivision, or the District of Colum-
bia, then the tax upon the net income of such person
from the operation of such public utility shall be levied,
assessed, collected, and paid in the manner and at the
rates prescribed in this title.

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

(1) If by the terms of such contract the tax imposed
by this title is to be paid out of the proceeds from
the operation of such bridge prior to any division of such
proceeds, and if, but for the imposition of the tax imposed
by this title, a part of such proceeds for the taxable year
would accrue directly to or for the use of or would be
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applied for the benefit of such State or political subdivi-
sion, then a tax upon the net income from the operation
of such bridge shall be levied, assessed, collected, and
paid in the manner and at the rates prescribed in this
title, but there shall be refunded to such State or politi-
cal subdivision (under rules and regulations to be pre-
scribed by the Commissioner with the approval of the
Secretary) an amount which bears the same relation to
the amount of the tax as the amount which (but for the
imposition of the tax imposed by this title) would have
accrued directly to or for the use of or would be applied
for the benefit of such State or political subdivision, bears
to the amount of the net income from the operation of
such bridge for such taxable year. No such refund
shall be made unless the entire amount of the refund is
to be applied in part payment for the acquisition of such
bridge.

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

(fy Prmmmsps DiviDEND FROM “ CHINA TRADE
Aot ” CorPORATION.—In the case of a person, amounts
distributed as dividends to or for his benefit by a corpora-
tion organized under the China Trade Act, 1922, if, at the
time of such distribution, he is a resident of China, and the
equitable right to the income of the shares of stock of the
corporation is in good faith vested in him.

(g) SEIPOWNERS’ PROTECTION AND INDEMNITY AS-
SOCIATIONS.—The receipts of shipowners’ mutual pro-
tection and indemnity associations not organized for profit,
and no part of the net earnings of which inures to the bene-
fit of any private shareholder; but such corporations shall
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be subject as other persons to the tax upon their net income
from interest, dividends, and rents.

Nore—Section 218(a) of the National Industrial Recovery Act
repealed section 117 of the 1932 act, effective as of January 1, 1933.
Section 117 of the 1932 act read as follows:

SEC. 117. NET LOSSES.

(a) DerFiniTION OF “ NET Lo088.”—As used in this section the term
“net loss ” means the excess of the deductions allowed by this title
over the gross income, with the following exceptions and limitations:

(1) Nown-pusiNess pEpUCTIONS.—Deductions otherwise allowed
by law not attributable to the operation of a trade or business
regularly carried on by the taxpayer shall be allowed only to the
extent of the amount of the gross income not derived from such
trade or business;

(2) Caprrar vosses.—In the case of a taxpayer other than a
corporation, deductions for capital losses otherwise allowed by
law shall be allowed only to the extent of the capital gains;

(3) DerrETION.—The deduction for depletion shall not exceed
the amount which would be allowable if computed without refer-
ence to discovery value, or to percentage depletion under section
114(b) (3) or (4);

(4) DivipExps.—The deduction provided for in section 23(p)
of amounts received as dividends shall not be allowed;

(5) InteresT—There shall be included in computing gross
income the amount of interest received free from tax unger this
title, decreased by the amount of interest paid or accrued which
is not allowed as a deduction by section 23(b);

(6) NET LOSS NOT To PRODUCE NET LOSS.—In computing the net
loss for any taxable year a net loss for a prior year shall not be
allowed as a deduction.

(b) Ner Loss as A Depuction.—If, for any taxable year, it appears
upon the production of evidence satisfactory to the Commissioner
that any taxpayer has sustained a net loss, the amount thereof shall
be allowed as a deduction in computing the net income of the tax-
payer for the succeeding taxable year (hereinafter in this section
called “second year ”) ; the deduction in all cases to be made under
regulations prescribed by the Commissioner with the approval of
the Secretary.

(¢) CarrraL Ner GAiN 1N Seconp YEar—If in the second year
the taxpayer (other than a corporation) has a capital net gain, the
deduction allowed by subsection (b) of this section shall first be
applied as a deduction in computing the ordinary net income for
such year. If the deduction is in excess of the ordinary net income
(computed without such deduction) the amount of such excess shall
then be applied against the capital net gain for such year.

(d) Ner Losses ror 1930 or 1931.—If for the taxable year 1930 &
taxpayer sustained a net loss within the provisions of the Revenue
Act of 1928, the amount of such net loss shall not be allowed as a
deduction in computing mnet income under this title. If for the
taxable year 1931 a taxpayer sustained & net loss within the provi-
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gions of the Revenue Act of 1928, the amount of such net loss shall
be allowed as a deduction in computing net income for the taxable
year 1932 to the same extent and in the same manner as a net loss
sustained for one taxable year is, under this Act, allowed as a
deduction for the succeeding taxable year.
(e) FiscaL Year Rerorns—If a taxpayer makes return for a
iod beginning in one calendar ,gear (hereinafter in this sub-

section called “first calendar year”) and endi.ncgl in the following

calendar year (hereinafter in this subsection called “ second calendar
year ”) and the law a E)licable to the second calendar year is different
from the law applicable to the first calendar year, then his net loss
for the period ending during the second calendar year shall be the
sum of: (1) The same proportion of a net loss for the entire period,
determined under the law applicable to the first calendar year, which
the portion of such period falling within such calendar year is of
the entire period; and (2) the same proportion of a net loss for the
entire period, determined under the law applicable to the second
calendar year, which the portion of such period falling within such
calendar year is of the entire period.

SEC. 117, CAPITAL GAINS AND LOSSES.

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

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

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

60 per centum if the capital asset has been held for
more than 2 years but not for more than 5 years;

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

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

(b) DEFINITION OF CAPITAL ASSETS.—For the pur-
poses of this title, *“ capital assets” means property held
by the tazpayer (whether or not connected with his trade
or business), but does not include stock in trade of the
tazpayer or other property of a kind which would properly
be included in the inventory of the tazpayer if on hand
at the close of the taxable year, or property held by the
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taxpayer primarily for sale to customers in the ordinary
course of his trade or business.

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

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

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

(3) In determining the period for which the taxpayer
has held stock or securities received upon a distribution
where no gain was recognized to the distributee under
the provisions of section 112(g) of the Revenue Act of
1928 or the Revenue Act of 1932, there shall be in-
cluded the period for which he held the stock or securities
in the distributing corporation prior to the receipt of
the stock or securities upon such distribution.

(4) In determining the period for which the taz-
payer has held stock or securities the acquisition of
which (or the contract or option to acquire which) re-
sulted in the nondeductibility (under section 118 of this
Aect or section 118 of the Revenue Act of 1928 or the
Revenue Act of 1932, relating to wash sales) of the loss
from the sale or other disposition of substantially iden-
tical stock or securities, there shall be included the period
for which he held the stock or securities the loss from the
sale or other disposition of which was not deductible.
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(d) LimirarioN oN CApITAL LosSES.—Losses from
sales or exchanges of capital assets shall be allowed only to
the extent of $2,000 plus the gains from such sales or ex-
changes. If a bank or trust company incorporated under
the laws of the United States or of any State or Territory,
a substantial part of whose business is the receipt of de-
posits, sells any bond, debenture, note, or certificate or other
evidence of indebtedness issued by any corporation ( n-

cluding one issued by a government or political subdivision

thereof ), with interest coupons or in registered form, any
loss resulting from such sale (except such portion of the
loss as does not exceed the amount, if any, by which the
adjusted basis of such instrument exceeds the par or face
value thereof ) shall not be subject to the foregoing limita-
tion and shall not be included in determining the applica-
bility of such limitation to other losses.

(¢) GAINS AND LOSSES FROM SHORT SALES, Erc.—
For the purpose of this title—

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

(2) gains or losses attributable to the failure to exer-
cise privileges or options to buy or sell property shall be
considered as gains or losses from sales or exchanges of
capital assets held for one year or less.

(f) RETIREMENT o¥ BonDs, ETc.—For the purposes
of this title, amounts received by the holder upon the retire-
ment of bonds, debentures, notes, or certificates or other
evidences of indebtedness issued by any corporation (in-
cluding those issued by a government or political subdivi-
sion thereof ), with interest coupons or in registered form,
.;hall be considered as amounts recetved in exchange there-
or.

SEC. 118. LOSS FROM WASH SALES OF STOCK OR SECU-
RITIES.

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

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

(¢} If the amount of stock or securities acquired (or
covered by the contract or option to acquire) is not less
than the amount of stock or securities sold or otherwise dis-
posed of, then the particular shares of stock or securities the
acquisition of which (or the contract or option to acquire
which) resulted in the nondeductibility of the loss shall be
determined under rules and regulations prescribed by the
Commissioner with the approval of the Secretary.

SEC. 119. INCOME FROM SOURCES WITHIN UNITED
STATES.

(a) Gross IncomE FroM SoUrcEs 1¥ UNITED
STaTES.—The following items of gross income shall be
treated as income from sources within the United States:

(1) InTEREST.—Interest from the United States,
any Territory, any political subdivision of a Territory,
or the District of Columbia, and interest on bonds, notes,
or other interest-bearing obligations of residents, cor-
porate or otherwise, not including—
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(A) interest on deposits with persons carry-

~ ing on the banking business paid to persons not

engaged in business within the United States and
not having an office or place of business therein, or

(B) interest received from a resident alien
individual, a resident foreign corporation, or a
domestic corporation, when it is shown to the satis-
faction of the Commissioner that less than 20 per
centum of the gross income of such resident payor
or domestic corporation has been derived from
sources within the United States, as determined
under the provisions of this section, for the three-
year period ending with the close of the taxable
year of such payor preceding the payment of such
interest, or for such part of such period as may be
applicable, or

(C) income derived by a foreign central bank
of issue from bankers’ acceptances;
(2) DivinENps.—The amount received as divi-

- dends—

(A) from a domestic corporation other than a
corporation entitled to the benefits of section 251,
and other than a corporation less than 20 per centum
of whose gross income is shown to the satisfaction of
the Commissioner to have been derived from sources
within the United States, as determined under the
provisions of this section, for the three-year period

. ending with the close of the taxable year of such cor-

poration preceding the declaration of such dividends
(or for such part of such period as the corporation has
been in existence) , or

(B) from a foreign corporation unless less than
50 per centum of the gross income of such foreign
corporation for the three-year period ending with
the close of its taxable year preceding the declara-
tion of such dividends (or for such part of such period
as the corporation has been in existence) was de-
rived from sources within the United States as de-
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termined under the provisions of this section; but

dividends from a foreign corporation shall, for the

purposes of section 131 (relating to foregn taw
credit), be treated as income from sources without
the United States;

(3) PeErsoNAL SERVICES.—Compensation for
labor or personal services performed in the United
States;

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

(5) SALE OF REAL PROPERTY.—(tains, profits, and
income from the sale of real property located in the
United States.

(6) SALE OF PERSONAL PROPERTY.—For gains,
profits, and income from the sale of personal property,
see subsection (e).

(b) Ner INcomME FrROM SOURCES IN UNITED
STATES.—From the items of gross income specified in sub-
section (a) of this section there shall be deducted the ex-
penses, losses, and other deductions properly apportioned
or allocated thereto and a ratable part of any expenses,
losses, or other deductions which can not definitely be allo-
cated to some item or class of gross income. The remain-
der, if any, shall be included in full as net income from
sources within the United States. :

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

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

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

(4) Rentals or royalties from property located
without the United States or from any interest in such
property, including rentals or royalties for the use of or
for the privilege of using without the United States,
patents, copyrights, secret processes and formulas, good
will, trade-marks, trade brands, franchises, and other
like properties; and

(5) Gains, profits, and income from the sale of real
property located without the United States.

(d) NEt IncoME FrROM SOURCES WITHOUT UNITED
STATES.—From the items of gross income specified in
subsection (¢) of this section there shall be deducted the
expenses, losses, and other deductions properly appor-
tioned or allocated thereto, and a ratable part of any ex-
penses, losses, or other deductions which can not definitely
be allocated to some item or class of gross income. The
remainder, if any, shall be treated in full as net income
from sources without the United States.

(e) InCoME FROM SOURCES PARTLY WITHIN AND
ParTLy WitHOUT UNITED STATES.—Items of gross
income, expenses, losses and deductions, other than those
gpecified in subsections (a) and (c¢) of this section, shall
be allocated or apportioned to sources within or without
the United States, under rules and regulations prescribed
by the Commissioner with the approval of the Secretary.
Where items of gross income are separately allocated to
sources within the United States, there shall be deducted
(for the purpose of computing the net income therefrom)
the expenses, losses, and other deductions properly appor-
tioned or allocated thereto and a ratable part of other
expenses, losses or other deductions which can not defi-
nitely be allocated to some item or class of gross income.
The remainder, if anvy, shall be included in full as net
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income from sources within the United States. In the
case of gross income derived from sources partly within and
partly without the United States, the net income may first
be computed by deducting the expenses, losses, or other
deductions apportioned or allocated thereto and a ratable
part of any expenses, losses, or other deductions which can
not definitely be allocated to some items or class of gross
income ; and the portion of such net income attributable
to sources within the United States may be determined by
processes or formulas of general apportionment prescribed
by the Commissioner with the approval of the Secretary.
(fains, profits, and income from—
(1) transportation or other services rendered partly
within and partly without the United States, or
'(2) from the sale of personal property produced

(in whole or in part) by the taxpayer within and sold

without the United States, or produced (in whole or in

part) by the taxpayer without and sold within the

United States,
shall be treated as derived partly from sources within and
partly from sources without the United States. Gains,
profits and income derived from the purchase of personal
property within and its sale without the United States or

from the purchase of personal property without and its

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

(f) DEFINITIONS.—AS used in this section the words
“sale” or “sold ” include ““ exchange ” or “exchanged ”’;
and the word “ produced ” includes ‘‘ created ”’, * fabri-
cated 7, “ manufactured ”’, “ extracted ”’, “ processed ?
“cured ”’, or “ aged "
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SEC. 120. UNLIMITED DEDUCTION FOR CHARITABLE
AND OTHER CONTRIBUTIONS.

. In the case of an individual if in the taxable year and
in each of the ten preceding taxable years the amount of
the contributions or gifts described in section 23-{n} 23(0)
plus the amount of income, war-profits, or excess-profits
taxes paid during such year in respect of preceding taxable
years, exceeds 90 per centum of the taxpayer’s net income
for each such year, as computed without the benefit of sec-
tion 23+{n} 23(0), then the 15 per centum limit imposed

by such section shall not be applicable.. '

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

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

(a) ALLOWANCE OF CREDIT.—If the taxpayer signi-
fies in his return his desire to have the benefits of this sec-
tion, the tax imposed by this title shall be credited with :

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

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

(3) ALIEN RESIDENT OF UNITED STATES.—In the
case of an alien resident of the United States, the amount
of any such taxes paid or accrued during the taxable
year to any foreign country, if the foreign country of

which such alien resident is a citizen or subject, in im-

posing such taxes, allows a similar credit to citizens of

the United States residing in such country; and
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(4) PARTNERSHIPS AND ESTATES.—In the case of
any such individual who is a member of a partnership
or a beneficiary of an estate or trust, his proportionate
share of such taxes of the partnership or the estate or
trust paid or accrued during the taxable year to a foreign
country or to any possession of the United States, as the
case may be.

(b) Lmvr on CrEprr.—The amount of the credit
taken under this section shall be subject to each of the
following limitations:

(1) The amount of the credit in respect of the tax
paid or accrued to any country shall not exceed the same
proportion of the tax against which such credit is taken,
which the taxpayer’s net income from sources within
such country bears to his entire net income for the same
taxable year; and

(2) The total amount of the credit shall not exceed
the same proportion of the tax against which such credit
is taken, which the taxpayer’s net income from sources
without the United States bears to his entire net income
for the same taxable year. :
(¢} ADJUSTMENTS ON PAYMENT OF ACCRUED

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

contain such further conditions as the Commissioner may

require. _

(d) Year 1x WnicH CrReEDIT TAKEN.—The credits
provided for in this section may, at the option of the tax-
payer and irrespective of the method of accounting em-
ployed in keeping his books, be taken in the year in which
the taxes of the foreign country or the possession of the
United States accrued, subject, however, to the conditions
prescribed in subsection (c) of this section., If the tax-
payer elects to take such credits in the year in which the
taxes of the foreign country or the possession of the United
States accrued, the credits for all subsequent years shall be
taken upon the same basis, and no portion of any such
taxes shall be allowed as a deduction in the same or any
succeeding year.

(e) Proor oF CrEDITS.—The credits provided in this
section shall be allowed only if the taxpayer establishes to
the satisfaction of the Commissioner (1) the total amount
of income derived from sources without the United States,
determined as provided in seciion 119, (2) the amount
of income derived from each country, the tax paid or ac-
crued to which is claimed as a credit under this section,
such amount to be determined under rules and regulations
prescribed by the Commissioner with the approval of the
Secretary, and (3) all other information necessary for the
verification and computation of such credits.

(f) Taxus or ForEigN SupsipiaArRY.—For the pur-
poses of this section a domestic corporation which owns a
majority of the voting stock of a foreign corporation from
whichi it receives dividends {net deduetible under seetion
23{p}H in any taxable year shall be deemed to have paid
the same proportion of any income, war-profits, or excess-
profits taxes paid by such foreign corporation to any for-
eign country or to any possession of the United States,
upon or with respect to the accumulated profits of such

87180—34——T
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foreign corporation from which such dividends were paid,
which the amount of such dividends bears to the amount
of such accumulated profits: Provided, That the amount
of tax deemed to have been paid under this subsection
shall in no case cxceed the same proportion of the tax
against which credit is taken which the amount of such
dividends bears to the amount of the entire net income
of the domestic corporation in which such dividends are
included. The term “ accumulated profits ” when used
in this subsection in reference to a foreign corporation,
means the amount of its gains, profits, or income in excess
of the income, war-profits, and excess-profits taxes im-
posed upon or with respect to such profits or income;
and the Commissioner with the approval of the Secretary
shall have full power to determine from the accumulated
profits of what year or years such dividends were paid;
treating dividends paid in the first sixty days of any year
as having been paid from the accumulated profits of the
preceding year or years (unless to his satisfaction shown
otherwise), and in other respects treating dividends as
having been paid from the most recently accumulated
gains, profits, or carnings. In the case of a foreign cor-
poration, the income, war-profits, and excess-profits taxes
of which are determined on the hasis of an accounting
period of less than one year, the word “ year ” as used in
this subsection shall be construed to mean such accounting
period.

(g) CorroraTIONS TREATED AS FOREIGN.—For the
purposes of this section the following corporations shall be
treated as foreign corporations:

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

(2) A corporation organized under the China
Trade Act, 1922, and entitled to the credit provided for
in section 261. '
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SEC. 132. PAYMENTS UNDER 1828 ACT-

Any smount paid before or after the ennetment of this
Aet on aeeount of the tax impesed for o fiseal year begin-
ping in 1031 and ending in 1033 by Title I of the Rev-
ente Aet of 1028 shall be eredited toward the paymend
the amount so paid execeds the arount of sueh tax im-
posed by this Aet; the exeess shall be eredited or refunded
i geeordance with the provisions of seetion 322:

Supplement D-——Returns and Payment of Tax
[Supplementary to Subtitle B, Part V]

“SEC. 141. CONSOLIDATED RETURNS OF RAILROAD COR-

PORATIONS.

(a) PrIviLEGE TO FILE CONSOLIDATED RETURNS.—
An affiliated group of corporations shall, subject to the
provisions of this section, have the privilege of making a
consolidated return for the taxable year in lieu of separate
returns. The making of a consolidated return shall be
upon the condition that all the corporations which have
been members of the affiliated group at any time during
the taxable year for which the return is made consent to
all the regulations under subsection (b) (or, in case such
regulations are not prescribed prior to the making of the
return, then the regulations prescribed under section 141
(b) of the Revenue Act of +928 71932 insofar as not in-
consistent with this Act) preseribed prior to the making
of such return; and the making of a consolidated return
shall be considered as such consent. In the case of a cor-
poration which is a member of the affiliated group for a
fractional part of the year the consolidated return shall
include the income of such corporation for such part of the
year as it is & member of the affiliated group.

(b) ReGULATIONS.—The Commissioner, with the ap-
proval of the Secretary, shall prescribe such regulations
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as he may deem necessary in order that the tax liability
of axr any affiliated group of corporatlons making a consoli-
dated return and of each corporation in the group, both
during and after the period of affiliation, may be deter-
mined, computed, assessed, collected, and adjusted in such
manner as clearly to reflect the income and to prevent
avoidance of tax liability.

(¢c) CoMPUTATION AND PAYMENT OF TAX.—In any
case in which a consolidated return is made the tax shall be
determined, computed, assessed, collected, and adjusted in
accordance with the regulations under subsection (b) (or,
in case such regulations are not prescribed prior to the
making of the return, then the regulations prescribed under
section 141 (b) of the Revenue Act of 928 1932 insofar
as not inconsistent with this Act) prescribed prior to the
date on which such return is made; except that fer the
taxable years 1032 and 1933 there shall be added to the
204} & rate of three fourths of T per centun and exeops
that for the taxable years 10984 and 1935 there shall be
added to the rate of tax preseribed by seetions 13{a)s
201-{b}; and 204{a}s & rate of I pereentusn there shall be
added to the rate of tax prescribed by section 13(a) a rate
of 2 per centum, but the tax at such increased rate shall be
considered as imposed by section 13(a).

Nore—Section 218(e) of the National Industrial Recovery Act
added to the 1932 act so much of this subsection as relates to an
additional rate of tax of 1 percent for the taxable years 1934 and
1935. The amendment was made effective as of January 1, 1933,

(d) DerFiniTION OF “AFFILIATED GROUP ’.—As
used in this section an “ affiliated group ” means one or
more chains of corporations connected through stock own-
ership with a common parent corporation if—

(1) At least 95 per centum of the stock of each of
the corporations (except the common parent corpo-
ration) is owned directly by one or more of the other
corporations; and
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(2) The common parent corporation owns directly
at least 95 per centum of the stock of at least one of the
other corporations; and

(3) Each of the corporations is either (4) a corpo-
ration whose principal business is that of a common
carrier by railroad or (B) a corporation the assets of
which consist principally of stock in such corporations
and which does not itself operate a business other than
that of a common carrier by railroad. For the purpose
of determining whether the principal business of a cor-
poration 1s that of a common carrier by railroad, if a
common carrier by railroad has leased its railroad
properties and such properties are operated as such by
another common carrier by railroad, the business of

© receiing rents for such railroad properties shall be
considered as the business of a common carrier by
ralroad.

As used in this subsection (ezcept in paragraph (3)) the

term ““ stock ” does not include nonvoting stock which

is limited and preferred as to dividends.

{e} A eonselidated return shell be made only for the
domestie eorporations within the offiliated growp: An
insaranee eompany subjeet to the tax impesed by seetion
204 o 264 sha:H not be ineluded i the same eonselidated
FORRFH Wit & eeﬂaefa;tteﬂ subjeet to the tax bnpesed by
seetion 13; and an insuranee eompeny subjeet to the tax
Haposed by seetion 201 shell not be included in the same
conselidated return with an insuranee eompany sabjeet t6
the tax imposed by seetion 204-

" (e) ForeErgy CORPORATIONS.—A foreign corpora-
tion shall not be deemed to be affiliated with any other
corporation within the meaning of this section.

(f) CHiNA TrADE AcT CORPORATIONS. —A corpo-
ration organized under the China Trade Act, 1922, shall
not be deemed to be affiliated with any other corporation
within the meaning of this section.

(g) CorporaTIONs DERIVING INCOME FrOM PoOS-
SESSIONS OF UNITED STATES.—For the purposes of this
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section a corporation entitled to the benefits of section
251, by reason of receiving a large percentage of its
mcome from possessions of the United States, shall be
treated as a foreign corporation.

(h) SussipiarYy ForMED TO0 CoMPLY WiTH FOREIGN
Law.—In the case of a domestic corporation owning or
controlling, directly or indirectly, 100 per centum of the
capital stock (exclusive of directors’ qualifying shares) of
a corporation organized under the laws of a contiguous
foreign country and maintained solely for the purpose of
complying with the laws of such country as to title and
operatlon of property, such forelgn corporation may, at
the option of the domestic corporation, be treated for the
purpose of this title as a domestic corporation.

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

(j) ArrvocaTioN oF INCOME AND DEDUCTIONS.—
For allocation of income and deductions of related trades
or businesses, see section 45.

SEC. 142. FIDUCIARY RETURNS.

(2) REQUIREMENT OF RETURN.—Every fiduciary
(except a receiver appointed by authority of law in posses-
sion of part only of the property of an individual) shall
make under oath a return for any of the following indi-
viduals, estates, or trusts for which he acts, stating specifi-
cally the items of gross income thereof and the deductions
and credits allowed under this title—

(1) Every individual having a net income for the
taxable year of $1,000 or over, if single, or if married
and not living with husband or wife ;
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(2) ' Every individual having a net income for the
. taxable year of $2,500 or over, if married and living

with husband or wife; .

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

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

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

(6) Every estate or trust of-which any beneficiary

. is a nonresident alien.

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

(¢) Law APPLICABLE T0 FiDUCIARIES.—Any fidu-
ciary required to make a return under this title shall be
subject to all the provisions of law which apply t

. individuals. '

SEC. 143. WITHHOLDING OF TAX AT SOURCE.

(a) Tax-Free COVENANT BONDS.—
(1) REQUIREMENT OF WITHHOLDING.—In any
. case where bonds, mortgages, or deeds of trust, or other
similar obligations of a corporation, issued before Janu~
. ary 1, 1934, contain a contract or provision by which
- the obligor agrees to pay any portion of the tax imposed
by this title upon the obligee, or to reimburse the
obligee for any portion of the tax, or to pay the interest
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without deduction for any tax which the obligor may be
required or permitted to pay thereon, or to retain there-
from under any law of the United States, the obligor
shall deduct and withhold a tax equal to 2 per centum
of the interest upon such bonds, mortgages, deeds of
trust, or other obligations, whether such interest is pay-
able annually or at shorter or longer periods, if payable
to an individual, a partnership, or a foreign corporation
not engaged in trade or business within the United
States and not having any office or place of business
therein: Provided, That if the liability assumed by the
obligor does not exceed 2 per centum of the interest,
then the deduction and withholding shall be at the fol-
lowing rates: (A) 8 per eentum 4 per centum in the
case of a nonresident alien individual, or of any partner-
ship not engaged in trade or business within the United
States and not liaving any office or place of business
therein and composed in whole or in part of nonresident
aliens, (B) 134 per centum in the case of such a
foreign corporation, and (C) 2 per centum in the case
of other individuals and partnerships: Provided further,
That if the owners of such obligations are not known to
the withholding agent the Commissioner may author-
ize such deduction and withholding to be at the rate of
2 per centum, or, if the liability assumed by the obligor
does not exceed 2 per centum of the interest, then at
the rate of 8 per eentamn 4 per centum.

(2) BENEFIT OF CREDITS AGAINST NET INCOME.—
Such deduction and withholding shall not be required
in the case of a citizen or resident entitled to receive
such interest, if he files with the withholding agent on
or before February 1 a signed notice in writing claim-
ing the benefit of the credits provided in section 25
e} and {d)- (b); nor in the case of a nonresident alien
individual if so provided for in regulations prescribed by
the Commissioner under section 215 214.

(3) INCOME OF OBLIGOR AND OBLIGEE.—The
obligor shall not be allowed a deduction for the payment
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of the tax imposed by this title, or any other tax paid

pursuant to the tax-free covenant clause, nor shall such

tax be included in the gross income of the obligee.

(b) NONRESIDENT ALIENS.—AIl persons, in what-
ever eapacity acting, including lessees or mortgagors of
real or personal property, fiduciaries, employers, and all
officers and employees of the United States, having the
control, receipt, custody, disposal, or payment of interest
(except interest on deposits with persons carrying on the
banking business paid to persons not engaged in business
in the United States and not having an office or place of
business therein) , rent, salaries, wages, premiums, annui-
ties, compensations, remunerations, emoluments, or other
fixed or determinable annual or periodical gains, profits,
and income, of any nonresident alien individual, or of any
partnership not engaged in trade or business within the
United States and not having any office or place of busi-
ness therein and composed in whole or in part of nonresi-
dent aliens, (other than income received as dividends of
the class allowed as a credit by section 25 (a)) shall
(except in the cases provided for in subsection (a) of this
section and except as otherwise provided in regulations
prescribed by the Commissioner under section 235 214)
deduct and withhold from such annual or periodical gains,
profits, and income a tax equal to 8 per eentum 4 per
centum thereof: Provided, That the Commissioner may
authorize such tax to be deducted and withheld from the
interest upon any securities the owners of which are not
known to the withholding agent.

(¢) RETURN AND PAYMENT.—HEvery person re-
quired to deduct and withhold any tax under this section
shall make return thereof on or before March 15 of each
year and shall on or before June 15, in lieu of the time
prescribed in section 56, pay the tax to the official of the
Dnited States Government authorized to receive it.
Every such person is hereby made liable for such tax and
is hereby indemnified against the claims and demands of
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any person for the amount of any payments made in ac-
cordance with the provisions of this section.

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

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

(f) RerFUNDs AND CrREDITS.—Where there has been
an overpayment of tax under this section any refund or
credit made under the provisions of section 322 shall be
made to the withholding agent unless the amount of such
tax was actually withheld by the withholding agent.

e} the provisions of subseetions {a)-
prior to the date of the ennctment of this Aet shall be at the
rates of 12 per eentam and b per eenttim in liew of the rates
of 131 per centum and 8 per eenturn preseribed in sueh
subseetions:

SEC. 144. PAYMENT OF CORPORATION INCOME TAX AT
SOURCE.

In the case of foreign corporations subject to taxation
under this title not engaged in trade or business within the
United States and not having any office or place of business
therein, there shall be deducted and withheld at the source
in the same manner and upon the same items of income as
is provided in section 143 a tax equal to 32 per eentum
thereof in respeet of all paynents of income made before
the ennctnent of this “ret; and eqpml to 34 per contum
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thereof in respeet of &H payments of income made after the
ennetment of this Aet 133 per centum, and such tax shall
be returned and paid in the same manner and subject to
the same conditions as provided in that section: Provided,
That in the case of interest described in subsection (a) of
that section (relating to tax-free covenant bonds) the
deduction’'and withholding shall be at the rate specified in
such subsection.

SEC. 145. PENALTIES.

(a) Any person required under this title to pay any
tax, or required by law or regulations made under author-
ity thereof to make a return, keep any records, or supply
any information, for the purposes of the computation,
assessment, or collection of any tax imposed by this title,

- who Wﬂlfully fails to pay such tax, make such return, keep

such records, or supply such information, at the time or
times required by law or regulations, shall, in addition to
other penalties provided by law, be gmlty of a misde-
meanor and, upon conviction thereof, be fined not more
than $10,000, or imprisoned for not more than one year,
or both, together with the costs of prosecution.

(b) Any person required under this title to collect,

- account for, and pay over any tax imposed by this title,

who willfully fails to collect or truthfully account for and

- pay over such tax, and any person who willfully attempts

In any manner to evade or defeat any tax imposed by this
title or the payment thereof, shall, in addition to other
penalties provided by law, be guilty of a felony and, upon
conviction thereof, be fined not more than $10,000, or
imprisoned for not more than five years, or both, together
with the costs of prosecution.

(¢) The term “ person " as used in this section includes
an officer or employee of a corporation or a member or
employee of a partnership, who as such officer, employee,
or member is under a duty to perform the act in respect of
which the violation occurs.
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SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE
YEAR.

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

(b) SECURITY FOR PAYMENT.—A taxpayer who is
not in default in making any return or paying income, war-
profits, or excess-profits tax under any Act of Congress
may furnish to the United States, under regulations to be
prescribed by the Commissioner, with the approval of the
Secretary, security approved by the Commissioner that he
will duly make the return next thereafter required to be
filed and pay the tax next thereafter required to be paid.
The Commissioner may approve and accept in like manner
security for return and payment of taxes made due and
payable by virtue of the provisions of this section, provided
the taxpayer has paid in full all other income, war-profits,
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or excess-profits taxes due from him under any Act of
Congress.

(¢) Same—ExEmMPTION FROM SECTION.—If secur-
ity is approved and accepted pursuant to the provisions
of this section and such further or other security with
respeet to the tax or taxes covered thereby is given as the
Commissioner shall from time to time find necessary and
require, payment of such taxes shall not be enforced by
any proceedings under the provisions of this section prior
to the expiration of the time otherwise allowed for paying
such respective taxes.

(d) Crtizens.—In the case of a citizen of the United
States or of a possession of the United States about to
depart from the United States the Commissioner may, at
his discretion, waive any or all of the requirements placed
on the taxpayer by this section. '

{e) DEPARTURE OF ALIEN.—No alien shall depart
from the United States unless he first procures from the
collector or agent in charge a certificate that he has com-
plied with all the obligations imposed upon him by the
income, war-profits, and excess-profits tax laws.

(f) ApprTioN To Tax.—If a taxpayer violates or
attempts to violate this section there shall, in addition to all
other penalties, be added as part of the tax 25 per centum
of the total amount of the tax or deficiency in the tax,
together with interest at the rate of 1 per centum a month
from the time the tax became due.

SEC. 147. INFORMATION AT SOURCE.

(a) PAYMENTS OoF $1,000 or MORE.—AIl persons, in
whatever capacity acting, including lessees or mortgagors
of real or personal property, fiduciaries, and employers,
making payment to another person, of interest, rent, sal-
aries, wages, premiums, annuities, compensations, remu-
nerations, emoluments, or other fixed or determinable
gains, profits, and income (other than payments described
in section 148 (a) or 149}, of $1,000 or more in any tax-
able year, or, in the case of such payments made by the
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United States, the officers or employees of the United
States having information as to such payments and
required to make returns in regard thereto by the regula-
tions hereinafter provided for, shall render a true and accu-
rate return to the Commissioner, under such regulations
and in such form and manner and to such extent as may
be prescribed by him with the approval of the Secretary,
setting forth the amount of such gains, profits, and income,
and the name and address of the recipient of such payment.

(b) ReETURNS REGARDLESS OF AMOUNT OF PAY-
MENT.—Such returns may be required, regardless of
amounts, (1) in the case of payments of interest upon
bonds, mortgages, deeds of trust, or other similar obliga-
tions of corporations, and (2) in the case of collections
of items (not payable in the United States) of interest
upon the bonds of foreign countries and interest upon the
bonds of and dividends from foreign corporations by per-
sons undertaking as a matter of business or for profit the
collection of foreign payments of such interest or divi-
dends by means of coupons, checks, or bills of exchange.

(¢) RecrpieNT To FURNISH NAME AND ADDRESS.—
When necessary to make effective the provisions of this
section the name and address of the recipient of ineome
shall be furnished upon demand of the person paying the
income. ‘

(d) OBLiGATIONS OF UNITED STATES.—The pro-
visions of this section shall not apply to the payment of
interest on obligations of the United States.

SEC. 148. INFORMATION BY CORPORATIONS.

(2) DivibEnp PaymENTS.—Every corporation sub-
ject to the tax imposed by this title shall, when required
hy the Commissioner, render a correct return, duly verified
under oath, of its payments of dividends, stating the name
and address of each shareholder, the number of shares
owned by him, and the amount of dividends paid to him.

b} Prori®s or Taxabik YrAr DECLARED A8
Devapenps—TFhere shall be ineluded i the return oF
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thereto & statement of such feets as will enable
svhiek the return is made; whieh have been distributed or
erdered t6 Be distributed; respeetively; to its sharebolders
(b) Prorits DECLARED AS DIVIDENDS.—Ewvery
corporation shall, when required by the Commussioner,
furnish him a statement of such facts as will enable him to
determine the portion of the earnings or profits of the cor-
poration (including gains, profits, and income not tazed)
accumulated during such periods as the Commissioner may
specify, which have been distributed or ordered to be dus-
tributed, respectively, to its shareholders during such taz-
able years as the Commissioner may specify.
(¢) ACOCUMULATED GAINS AND PrOFITS.—When
requested by the Commissioner, or any collector, every
corporation shall forward to him a correct statement of

accumulated gains and profits and the names and addresses

of the individuals or shareholders who would be entitled
to the same if divided or distributed, and of the amounts
that would be payable to each.

(d) CoMPENSATION OF OFFICERS AND EMPLOY-
gES.—Under requlations prescribed by the Commasswoner
with the approval of the Secretary, every corporation sub-
ject to taxation under this title shall, in its return, submit a
list of the names of all officers and employees of such cor-

- poration and the respective amounts paid to them during

the tazable year of the corporation by the corporation as
salary, commission, bonus, or other compensation for per-
sonal services rendered, if the aggregate amount so paid
to the indwidual is in excess of $15,000. The Secretary
of the Treasury shall submit an annual report to Congress
compiled from the returns made containing the names of,
and amounts paid to, each such officer and employee and
the name of the paying corporation.
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SEC. 149, RETURNS OF BROKERS.

Every person doing business as a broker shall, when
required by the Commissioner, render a correct return
duly verified under oath, under such rules and regulations
as the Commissioner, with the approval of the Secretary,
may prescribe, showing the names of customers for whom
such person has transacted any business, with such details
as to the profits, losses, or other information which the
Commissioner may require, as to each of such customers,
as will enable the Commissioner to determine whether all
income tax due on profits or gains of such customers has
been paid.

SEC. 150. COLLECTION OF FOREIGN ITEMS.

All persons undertaking as a matter of business or for
profit the collection of foreign payments of interest or
dividends by means of coupons, checks, or bills of ex-
change shall obtain a license from the Commissioner and
shall be subject to such regulations enabling the Govern-
ment to obtain the information required under this title
as the Commissioner, with the approval of the Secretary,
shall prescribe; and whoever knowingly undertakes to
collect such payments without having obtained a license
therefor, or without complying with such regulations,
shall be guilty of a misdemeanor and shall be fined not
more than $5,000 or imprisoned for not more than one
vear, or both.

‘Supplement E—Estates and Trusts - . .

“-. e

SEC. 161. IMPOSITION OF TAX.

(a) AppricaTiON OF Tax.—The taxes nnposed by
this title upon individuals shall apply to- the income of
estates or of any kind of property held in trust, including—

(1) Income accumulated in trust for the benefit of
unborn or unascertained persons or- persons with con-
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tingent interests, and income accumulated or held for

future distribution under the terms of the will or trust;

(2) Income which is to be distributed currently by
the fiduciary to the beneficiaries, and income collected
by a guardian of an infant which is to be held or dis-
tributed as the court may direct;

(3) Income received by estates of deceased persons
during the period of administration or settlement of the
estate ; and .

(4) Income which, in the discretion of the fiduciary,
may be either distributed to the beneficiaries or
accumulated. :

(b) CompuraTioN AND PAYMENT.—The tax shall
be computed upon the net income of the estate or trust, and
shall be paid by the fiduciary, except as provided in section
166 (relating to revocable trusts) and section 167 (relat-
ing to income for benefit of the grantor). For return
made by beneficiary, see section 142,

SEC. 162. NET INCOME.

The net income of the estate or trust shall be computed
in the same manner and on the same basis as in the case of
an individual, except that—

(a) There shall be allowed as a deduction (in lieu of
the deduction for charitable, etc., contributions authorized
by section 23{a}(0)) any part of the gross income, with-
out limitation, which pursuant to the terms of the will or
deed creating the trust, is during the taxable year paid or
permanently set aside for the purposes and in the manner
specified in section 234{#}(0), or is to be used exclusively
for religious, charitable, scientific, literary, or educational
purposes, or for the prcvention of cruelty to children or
animals, or for the establishment, acquisition, maintenance
or operation of a public cemetery not operated for profit;

(b) There shall be allowed as an additional deduc-
tion in computing the net income of the estate or trust the

amount of the income of the estate or trust for its taxable
87180—34——8§
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year which is to be distributed currently by the fiduciary
to the beneficiaries, and the amount of the income collected
by a guardian of an infant which is to be held or distributed
as the court may direct, but the amount so allowed as a
deduction shall be included in computing the net income of
the beneficiaries whether distributed to them or not. Any
amount allowed as a deduction under this paragraph shall
not be allowed as a deduction under subsection (¢) of this
section in the same or any succeeding taxable year;

(¢c) In the case of income received by estates of
deceased persons during the period of administration or
settlement of the estate, and in the case of income which,
in the discretion of the fiduciary, may be either distributed
to the beneficiary or accumulated, there shall be allowed
as an additional deduction in computing the net income
of the estate or trust the amount of the income of the estate
or trust for its taxable year, which is properly paid or
credited during such year to any legatee, heir, or bene-
ficiary, but the amount so allowed as a deduction shall be
included in computing the net income of the legatee, heir,
or beneficiary.

SEC. 163. CREDITS AGAINST NET INCOME.

(a) CrEDITS OF ESTATE OR TRUST.—For the purpose
of the normal tax and the surtax the estate or trust shall
be allowed the same personal exemption as is allowed to a
single person under section 25{e} 25(b)(1), and, if no
part of the income of the estate or trust is included in
computing the net income of any legatee, heir, or bene-
ficlary, then in addition the samne credits against net
income for dividends and interest as are allowed by section
25 (a) end b}

(b) CreEpiTs oF BENEFICIARY.—If any part of the
income of an estate or trust is inclnded in computing the
net income of any legatee, heir, or beneficiary, such
legatee, heir, or beneficiary shall, for the purpose of the
normal tax, be allowed as credits against net income, in
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addition to the credits allowed to him under section 25,
his proportionate share of such amounts of dividends and
interest specified in section 25 (a) and -{b} as are, under
this Supplement, required to be included in computing his
net income. Any remaining portion of such amounts
specified in section 25 (a) ard -{b} shall, for the purpose
of the normal tax, be allowed as credits to the estate or
trust. )

SEC. 164. DIFFERENT TAXABLE YEARS.

If the taxable year of a beneficiary is different from
that of the estate or trust, the amount which he is required,

- under section 162 (b), to include in computing his net

income, shall be based upon the income of the estate or
trust for any taxable year of the estate or trust (whether
beginning on, before, or after January 1, 1934) ending
within his taxable year.

SEC. 165. EMPLOYEES’ TRUSTS.

A trust created by an employer as a part of a stock
bonus, pension, or profit-sharing plan for the exclusive
benefit of some or all of his employees, to which contribu-
tions are made by such employer, or employees, or both,
for the purpose of distributing to such employees the earn-
ings and principal of the fund accumulated by the trust in
accordance with such plan, shall not be taxable under sec-
tion 161, but the amount actually distributed or made
available to any distributee shall be taxable to him in
the year in which so distributed or made available to the
extent that it exceeds the amounts paid in by him. Such
distributees shall for the purpose of the normal tax be
allowed as credits against net income such part of the
amount so distributed or made available as represents the
itemns of dividends and interest specified in section 25 (a)

end{bY.
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SEC. 166. REVOCABLE TRUSTS.

Where at any time during the taxable year the power to
revest in the grantor title to any part of the corpus of the
trust is vested—

(1) in the grantor, either alone or in conjunction
with any person not having a substantial adverse inter-
est in the disposition of such part of the corpus or the
income therefrom, or

(2) in any person not having a substantial adverse
interest in the disposition of such part of the corpus or .
the income therefrom,

then the income of such part of the trust for sueh taxable
wesr shall be included in computing the net income of the -
grantor.

SEC. 167. INCOME FOR BENEFIT OF GRANTOR.

(a) Where any part of the income of a trust—

(1) 1is, or in'the discretion of the grantor or of any
person not having a substantial adverse interest in the
disposition of such part of the income may be, held or
accnmulated for future distribution to the grantor; or

(2) may, in the discretion of the grantor or of any
person not having a substantial adverse interest in the
disposition of such part of the income, be distributed to
the grantor; or

(3) is, or in the discretion of the grantor or of any
person not having a substantial adverse interest in the
disposition of such part of the income may be, applied
to the payment of premiums upon policies of insurance
on the life of the grantor (except policies of insurance
irrevocably payable for the purposes and in the manner
speciﬁed in section 23 -(-n-)— (0), relating to the so-called

“ charitable contribution * deduction) ;
then such part of the income of the trust shall be 1ncluded
in computing the net income of the grantor
(b) As used in this section, the term ““in the dlscre—
tion of the grantor” means “in the discretion of the
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tor, either alone or in con]unctlon with any person
not havmg a substantial adverse mterest in the disposition
of the part of the income in question .

SEC. 168; CARITAL NET GAINS AND LOSSES:

I the ease of an estate or trust; of of & benefielary of
ol estate of trust; the proper part of enech share of the net
ineome which eensists; respeetively; of ordinary net in-
eeme—e&p&alﬁetg&&efe&pfm%ﬂetless—sh&ﬁbedeéef-
Commissioner with the approval of the Seeretary; and shall
be separately shown in the return of the estate or trust; and
shall be taxed o the benefieiary of to the estate or trust as

provided in this Supplement; but ot the rates and in the
menner provided in seetion +0it(a} and b} relating to
eapitet net goins and losses:

Nore-—Section 218(a) of the National Industrial Recovery Act

repealed section 169 of the 19382 act, effective as of Januvary 1, 1933.
Section 169 of the 1932 act read as follows:

SEC. 169. NET LOSSES.
The benefit of the special deduction for net losses allowed by

section 117 shall be allowed to an estate or trust under regulations
prescribed by the Commissioner with the approval of the Secretary.

SEC. 17 168. TAXES OF FOREIGN COUNTRIES AND POS-
SESSIONS OF UNITED STATES.

The amount of income, war-profits, and excess- -profits
taxes imposed by forelgn countries or possessmns of the
United States shall be allowed as credit against the tax of
the beneficiary of an estate or trust to the extent provided
in section 131.

Supplement F—Partnerships
SEC. 181. PARTNERSHIP NOT TAXABLE.

Individuals carrying on business in partnershjp shall be

liable for income tax only in their individual capacity.
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SEC. 182. TAX OF PARTNERS.
o) GENERAEL BeEE—There shall be included in com-

puting the net income ot each partner his distributive share,
whether distributed or not, of the net income of the partner-
ship for the taxable year. H the taxable year of & partwer
iy different from that of the p&ft-nefship« the &meuﬂia 86
tehided shad be hased wpon the ineome o
for any taxable year of the partnership endine Hﬂﬂﬂ hﬁ
taxable year: No part of any loss disallowed to & partner
ship&s&deé&eﬁeﬁbysee&eﬁ%sh&}lbe&leﬂ—e&as&
deduetion to & member of sueh parthershis in computing
Nore—Section 218(d) of the National Industrial Recovery Act

added the last sentence of this subsection of the 1932 act. The
amendment was made eflective as of January 1, 1933,

Years waen Dirperene baws—H o fisead vear of o
partnership begins in eone ealendar year and ends
&H@%hefeaieﬂéﬁw&ﬁ&ﬁé%hel&w&pﬁhe&hlemﬂae%m
ealendar yvear is different from the law applieable to the

ﬂ%ﬁ&éﬂﬂdef%hela%&ﬁphe&ble%es&eheﬁeﬁé{&%
eq&ﬂte%hepﬁpefﬁenwhieh%heﬁm&%ehﬁﬁeﬂ
fisend vems and

partrer’s share of sach partnership net income {deter-
mred ander the lnw apphiesble to saeh coleidnr vene)
equal to the proportion whieh the part of sueh fiseal
%ﬁaﬂmgw&hﬂs&ehe&leﬁd&fyeﬂ&bﬁlﬁ%@ﬂ%ﬁ&

T sueh eases the part of such ineome subject to the rates i
efieet for the most recent enlendar year shall be added to
,“A*heeth%meemeeﬂhe%&%pa-}—efs&bjeeﬁes&ehmesaﬁd

‘--\_—
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the resulting amount shall be placed in the lower brackets
of the rate sehedule applicable to such year; and the pars
of such ineome subjeet to the rates in effeet for the next
preceding enlendar year shall be placed in the next higher
bmkeﬁsef%her&teseheéa&e&pﬁl&ea%le%es&ehyeaf

SEC. 183. COMPUTATION OF PARTNERSHIP INCOME.

The net income of the partnership shall be computed
in the same manner and on the same basis as in the case
of an individual,—exeept that the so-ealed “eharitable eon-
tmbution-2 deduetion provided in seetion 23-{n} shall not
be aflowed.

SEC. 184. CREDITS AGAINST NET INCOME.

"The partner shall, for the purpose of the normal tax,
be allowed as a credit against his net income, in addition
to the credits allowed to him under section 25, his propor-
tionate share of such amounts (not in excess of the net in-
come of the partnership) of dividends and interest specified
in section 25(a) end (b} as are received by the
partnership.

SEC. 185. EARNED INCOME.

In the case of the members of a partnership the proper
part of each share of the net income which consists of
earned income shall be determined under rules and regula-
tions to be prescribed by the Commissioner with the ap-

proval of the Secretary and shall be separately shown in
the return of the partnership and shell be taxed to the

member a5 provided in this Supplement.
SEC. 186 CAPITAL NET GAINS AND LOSSES.

In the ease of the members of & partnership the proper
paxt of each share of the net inecome whieh eonsists; respee-
tively; of exdinury net ineotne; enpiinl vet gain; of eaphal
aot loss; shell be determined under the rules end regula-
tiens to be preseribed by the Commissioner with the
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of the Seeretury; wnd shall be separately shown

in the return of the paritpership and shell be taxed to the
member a8 provided in this Supplement; but at the rabes
Nore—Section 218(a) of the National Industrial Recovery Act

repealed section 187 of the 1932 act, effective as of January 1, 1638,
Section 187 of the 1932 act read as follows:

SEC. 187. NET LOSSES,

The benefit of the special deduction for net losses allowed by sec-
tion 117 shall be allowed to the members of a partnership under regu-
lations prescribed by the Commissioner with the approval of the
Secretary.

SEC. 188 186. TAXES OF FOREIGN COUNTRIES AND POS-
SESSIONS OF UNITED STATES.

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

of the member of a partnership to the extent provided in
section 131.

SEC. 189 187. PARTNERSHIP RETURNS.

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

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

(a) GENERAL RULE—If the tazable year of a part-
ner s dyferent from that of the partnership, the distribu-
tive share of the net income of the partnership to be included
in computing the net income of the partner for his tazable
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year shall be based upon the net income of the partnership
for any tazable year of the partnership (whether beginning
on, before, or after January 1, 1934) ending within the
tazable year of the partner.

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

Supplement G—Insurance Companies

SEC. 201. TAX ON LIFE INSURANCE COMPANIES.

(a) DeFINITION.—When used in this title the term
“life insurance company ”’ means an insurance company
engaged in the business of issuing life insurance and an-
nuity contracts (including contracts of combined life,
health, and accident insurance), the reserve funds of
which held for the fulfillment of such contracts comprise
more than 50 per centum of its total reserve funds.

(b) RATE oF Tax.—In lieu of the tax imposed by
gection 13, there shall be levied, collected, and paid for
each taxable year upon the net income of every life insur-
ance company a tax as follows:

(1) In the case of a domestic life insurance company,

13% per centum of i#s net meorme the amount of s net

income in excess of the credit provided in subsection

(c) of this section;

( 2) In the case of a foreign life insurance company,

134 per centum of s net ineome from sourees within

t-he Enited States the amount of its net income from

sources within the United States in excess of the credit
provided in subsection (c) of this section.
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(¢) For the purpose only of the tax imposed by this
section there shall be allowed as a credit against net income
(or, in the case of a foreign life wnsurance company,
against net income from sources within the United States)
the amount received as interest upon obligations of the
United States or of corporations organized under Act of
Congress which is allowed to an indwidual as a credit for
purposes of normal taz by section 25(a)(2) or (3). In
the case of a foregn life insurance company the credit
shall not exceed an amount which bears the same ratio to
the amount otherwise allowed as a credit as the reserve
funds required by law and held by it at the end of the tax-
able year upon business transacted within the United States
is of the reserve funds held by it at the end of the tazable
year upon all business transacted.

SEC. 202. GROSS INCOME OF LIFE INSURANCE COM-
PANIES.

(a) In the case of a life insurance company the term
“ gross income ”’ means the gross amount of income re-
ceived during the taxable year from interest, dividends,
and rents.

(b) The term “ reserve funds required by law’

b4

1n-

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

deposited by any company or association with State or
Territorial officers pursuant to law as guaranty or reserve
funds, and any funds maintained under the charter or
articles of incorporation of the company or association
exclusively for the payment of claims arising under cer-
tificates of membership or policies issued upon the assess-
ment plan and not subject to any other use.

SEC. 203. NET INCOME OF LIFE INSURANCE COM-
PANIES.

(a) GENERAL RULE.—In the case of a life insurance
company the term ““ net income ”’ means the gross income
less—
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(1) TAX-FREE INTEREST.—The amount of inter-
est received during the taxable year which under section
22Hb} is exempt 22(b) (4) from the taxes imposed by
this #itle is excluded from gross income;

(2) RESERVE FUNDS.—An amount equal to 4 per
centum of the mean of the reserve funds required by law
and held at the beginning and end of the taxable year,
except that in the case of any such reserve fund which
is computed at a lower interest assumption rate, the
rate of 3% per centum shall be substituted for 4 per
centum, Life insurance companies issuing policies cov-
ering life, health, and accident insurance combined in
one policy issued on the weekly premium payment plan,
continuing for Life and not subject to cancellation, shall
be allowed, in addition to the above, a deduction of 3%
per centum of the mean of such reserve funds (not
required by law) held at the beginning and end of the
taxable year, as the Commissioner finds to be necessary
for the protection of the holders of such policies only;

(3) DivipEnps.—The amount received as divi-
dends {AJ- from a domestic corporation which is subject
to taxation under this title, other than a corporation
entitled to the benefits of section 251, and other than

~a corporation organized under the China Trade Act,

1922;—or (B} from any foreign eorporation when it is
shown to the satisfection of the Commissioner that
more then 5O per centwm of the gross ineome of
steh foreten eefpef&heﬁ for the threevenr peﬁed
ending with the elose of its taxable year
deeleration of sach dividends {or for sueh part of sueh
peﬁe& a9 the foreign eorporation has been in existenee}
was derived from sourees within the United States as
ée%er—mmed under seetion H9;

(4) RESERVE FOR DIVIDENDS.—An amount equal
to 2 per centum of any sums held at the end of the
taxable year as a reserve for dividends (other than
dividends payable during the year following the taxable
year) the payment of which is deferred for a period

Google



120

of not less than five years from the date of the policy
contract;

(5) INVESTMENT EXPENSES.—Investment ex-
penses paid during the taxable year: Provided, That
if any general expenses are in part assigned to or
included in the investment expenses, the total deduc-
tion under this paragraph shall not exceed one-fourth
of 1 per centum of the -book value of.the mean of the
invested assets held at the beginning and end of the
taxable year;

(6) REAL ESTATE EXPENSES.—Taxes and other
expenses paid during the taxable year exclusively upon
or with respect to the real estate owned by the com-
pany, not including taxes assessed against local benefits
of a kind tending to increase the value of the property-
assessed, and not including any amount paid out for
new buildings, or for permanent improvements or
betterments made to increase the value of any property.
The deduction allowed by this paragraph shall be
allowed in the case of taxes imposed upon a shareholder
of a company upon his interest as shareholder, which
are paid by the company without reimbursement from
the shareholder, but in such cases no deduction shall be
allowed the shareholder for the amount of such taxes;

(7) DEPRECTATION.—A. reasonable allowance, as
provided in section 23(1), for the exhaustion, wear and
tear of property, including a reasonable allowance for
obsolescence ; and

(8) INTEREST.—AIl interest paid or aeervaed within
the taxable year on its indebtedness, except on indebt-
edness incurred or continued to purchase or carry obli-
gations er seemrities (other than obligations of the
United States issued after September 24, 1917, and
originally subscribed for by the taxpayer) the interest
upon which is wholly exempt from taxation under this
title.

(b) RENTAL VALUE OF REAL EsTATE.—The deduc-
tion under subsection (a) (6) or (7) of this section on
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account of any real estate owned and occupied in whole
or in part by a life insurance company, shall be limited
to an amount which bears the same ratio to such deduc-
tion (computed without regard to this subsection) as the
rental value of the space not so occupied bears to the rental
value of the entire property.

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

SEC. 204. INSURANCE COMPANIES OTHER THAN LIFE
OR MUTUAL.

. (a) ImposiTION OF TaXx.—In hieu of the tax imposed
by section 13 of this title, there shall be levied, collected,
and paid for each, taxable year upon the net income of
every insurance company (other than a life or mutual
insurance company) a tax as follows:

(1) In the case of such a domestic insurance com-
pany, 13§ per centum of its net ieome the amount of its
net income in excess of the credit provided in subsection
(f) of this section;

(2) In the case of such a foreign insurance com-
pany, 132 per centum of its net ineome from sourees
within the United States the amount of its net income
from sources within the United States in excess of the
credit provided in subsection (f) of this section.

(b) DeriNITION OF INCOME, ETC.—In the case of an
insurance company subject to the tax imposed by this
section—
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(1) Gross INCOME.—* Gross income * means the
sum of (A) the combined gross amount earned ‘during
the taxable year, from investment income and from
underwriting income as provided in this subsection, com-
puted on the basis of the underwriting and investment
exhibit of the annual statement approved by the Na-
tional Convention of Insurance Commissioners, and
(B) gain during the taxable year from the sale or other
disposition of property, and (C) all other items consti-
tuting gross income under section 22;

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

(3) INVESTMENT INCOME.—‘ Investment income ”’
means the gross amount of income earned during the
taxable year from interest, dividends, and rents, com-
puted as follows:

To all interest, dividends and rents received dur-
in the taxable year, add interest, dividends and rents
due and accrued at the end of the taxable year, and
deduct all interest, dividends and rents due and acerued
at the end of the preceding taxable year;

(4) UNDERWRITING INCOME.—* Underwriting in-
come ”’ means the premiums earned on insurance con-
tracts during the taxable year less losses incurred and
expenses incurred;

(5) PREMIUMS EARNED.— Premiums earned on
insurance contracts during the taxable year ” means an
amount computed as follows: '

From the amount of gross premiums written on
insurance contracts during the taxable year, deduct
return premiums and premiums paid fo¥ reinsurance.
To the result so obtained add unearned premiums on
outstanding business at the end of the preceding taxable
year and deduct unearned premiums on outstanding
business at the end of the taxable year;
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(6) Losses INCURRED.—“ Losses incurred "’ means
losses incurred during the tazable year on insurance
contracts, computed as follows:

To losses paid during the taxable year, add salvage

-and reinsurance recoverable outstanding at the end of
the preceding taxable year, and deduct salvage and re-
insurance recoverable outstanding at the end of the tax-
able year. To the result so obtained add all unpaid
losses outstanding at the end of the taxable year and
deduct unpaid losses outstanding at the end of the pre-
ceeding taxable year;

(7) ExPENSES INCURRED.—“ Expenses incurred ”
means all expenses shown on the annual statement
approved by the National Convention of Insurance
Commissioners, and shall be computed as follows:

To all expenses paid during the taxable year add
expenses unpaid at the end of the taxable year and
deduct expenses unpaid at the end of the preceding
taxable year. For the purpose of computing the net
income subject to the tax imposed by this section there
shall be deducted from expenses incurred as defined
in this paragraph all expenses incurred which are not
allowed as deductions by subsection (¢) of this section.
(¢) DEpucTiONS ALLOWED.—In computing the net

income of an insurance company subject to the tax imposed
by this section there shall be allowed as deductions:

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

(2) All interest as provided in section 23 (b) ;

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

(4) Losses incurred as defined in subsection (b)
(6) of this section;

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

(6) Bad debts in the nature of agency balances and
bills receivable ascertained to be worthless and charged
off within the taxable year;
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(7) The amount received as dividends from cor-
porations as provided in section 23 (p) ;

(8) The amount of interest earned during the
taxable year which under section 22 (b) (4) is exerapt
from the taxes imposed by this title; and the amount of
interest allowed as & eredit under seetion 26 excluded
from gross income;

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

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

{e) DouBrLe DEpvcTIONS.—Nothing in this section
shall be construed to permit the same item to be twice
deducted.

(f} For the purpose only of the tax imposed by this
section there shall be allowed as a credit against net in-
come (or, in the case of a foreign corporation, against net
income from sources within the United States) the amount
recetved as interest upon obligations of the United States
or of corporations organized under Act of Congress which
is allowed to an indiwidual as a credit for purposes of
normal tazx by section 25(a) (2) or (3).

Nore.—Section 218(a) of the National Industrial Recovery Act
repealed section 205 of the 1932 act, effective as of January 1, 1933.
Section 205 of the 1932 act read as follows:

SEC. 205. NET LOSSES.

The benefit of the special deduction for net losses allowed by
section 117 shall be allowed to insurance companies subject to the
tax imposed by section 201 or 204, under regulations prescribed by
the Commissioner with the approval of the gecretary.

SEC. 206 205. TAXES OF FOREIGN COUNTRIES AND POS-
SESSIONS OF UNITED STATES.

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

SEC. 207 206. COMPUTATION OF GROSS INCOME.

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

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

(a) AppLIicATION OF TiTLE.—Mutual insurance com-
panies, other than life insurance companies, shall be tax-
able in the same manner as other corporations, except as
hereinafter provided in this section.

(b) Gross INcoME.—Mutual marine-insurance com-
panies shall include in gross income the gross premiums
collected and received by them less amounts paid for rein-
surance.

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

(1) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE INSURANCE.—In the case of mutual insur-
ance companies other than life insurance companies—

" (A) the net addition required by law to be made
within the taxable year to reserve funds (including
in the case of assessment insurance companies the
actual deposit of sums with State or Territorial offi-
cers pursuant to law as additions to guarantee or
reserve funds) ; and

(B) the sums other than dividends paid within
the taxable year on policy and annuity contracts.

(2) MUTUAL MARINE INSURANCE COMPANIES.—

In the case of mutual marine insurance companies, in
87180—34—9
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addition to the deductions allowed in paragraph (1)
of this subsection, unless otherwise allowed, amounts
repaid to policyholders on account of premiums pre-
viously paid by them, and interest paid upon such
amounts between the ascertainment and the payment
thereof;

(3) MUTUAL INSURANCE COMPANIES OTHER
THAN LIFE AND MARINE.—In the case of mutual insur-
ance companies (including interinsurers and reciprocal
underwriters, but not including mutunal life er mutual
marine insurance companies) requiring their members
to make premium deposits to provide for Iosses and
expenses, the amount of premium deposits returned to
their policyholders and the amount of premiunr deposits
retained for the payment of losses, expenses, and rein-
surance reserves. ‘

Supplement H—Nonresident Alien Individuals
SEG: 21 NORMAL FAX:

{0} GE¥ERAL REEB—In the ease of & nonresident
alien individusl whe is net & resident of & eontighons eoun
try; the normal tax shell be 8 per eentum of the amount of
the net ineome in exeess of the eredits against net income
aHowed to sueh individual:

b} ArieNs RESHENE I¥ CoNTicHets GCovn
srs—In the ease of an alien mndividual resident in &
eontiguous eountry; the normal tex shell be en amount
equnt to the sum of the :

{—L)—4pe¥eeﬂt-ume£%he&me&a%bywh*ehthepm
of the pet ineome attributable to wages; salaries; pro-
fesstonml fees; or other mmounts received ay compense—
4 per eentin rate shall not exeeed $4;000; and

{2} 8 per ecentum of the amount of the net income in
exeess of the sum of {A) the amount taxed under para—
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graiph {1} of this subseetion plas {B) the total eredits
The tax imposed by this seetion shall be in liea of the nor-

- SEC. 212 211. GROSS INCOME.

(a) GENERAL RULE.—In the case of a nonresident
alien individual gross income includes only the gross
income from sources within the United States.

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

SEC. 213 212. DEDUCTIONS.

(a) GENERAL RULE.—In the case of a nonresident
alien individual the deductions shall be allowed anly if and
to the extent that they are connected with income from
sources within the United States; and the proper appor-
tionment and allocation of the deductions with respect
to sources of income within and without the United States
shall be determined as provided in section 119, under
- rules and regulations prescribed by the Commissioner
with the approval of the Secretary.

(b) Losses.—

(1) The deduction, for losses not connected with
the trade or business if incurred in transactions entered
into for profit, allowed by section 23 (e) (2) shall be
allowed whether or not connected with income from
sources within the United States, but only if the profit,
if such transaction had resulted in a profit, would be
taxable under this title. -
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(2) The deduction for losses of property not con-
nected with the trade or business if arising from certain
casualties or theft, allowed by section 23 (e) (3), shall
be allowed whether or not connected with income from
sources within the United States, but only if the loss
is of property within the United States.

(¢) CHARrITABLE, ETc., CONTRIBUTIONS.—The so-
called * charitable contribution ” deduction allowed by
section 23+{n}(0) shall be allowed whether or not con-
nected with income from sources within the United
States, but only as to contributions or gifts made to
domestic corporations, or to community chests, funds, or
foundations, created in the United States, or to the
vocational rehabilitation fund.

SEC. 214 213. CREDITS AGAINST NET INCOME.

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

SEC. 215 214. ALLOWANCE OR OF DEDUCTIONS AND
CREDITS.

(a) RETURN TO CONTAIN INFORMATION.—A mon-
resident alien individual shall receive the benefit of the
deductions and credits allowed to him in this title only by
filing or causing to be filed with the collector a true and
accurate return of his total income received from all
sources in the United States, in the manner prescribed in
this title; including therein all the information which the
Commissioner may deem necessary for the calculation of
such deductions and credits.

(b) Tax WitHHELD AT SOURCE.—The benefit of the
personal exemption and credit for dependents, and of the
redueed rate of tax provided for in seetion 213-{b}; may, in
the discretion of the Commissioner and under regulations
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prescribed by him with the approval of the Secretary, be
received by a nonresident alien individual entitled thereto,
by filing a claim therefor with the withholding agent.

SEC. 216 215. CREDITS AGAINST TAX.

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

SEC. 217 216. RETURNS.

In the case of a nonresident alien individual the return,
in lieu of the time prescribed in section 53 (a) (1), shall
be made on or before the fifteenth day of the sixth month
following the close of the fiscal year, or, if the return is

made on the basis of the calendar year, then on or before

the fifteenth day of June.
SEC. 218 217. PAYMENT OF TAX.

(a) TrvMEoF PaymENT.—In the case of a nonresident
alien individual the total amount of tax imposed by this

" title shall be paid, in lieu of the time prescribed in section

56 (a), on the fifteenth day of June following the close of
the calendar year, or, if the return should be made on the
basis of a fiscal year, then on the fifteenth day of the sixth
month following the close of the fiscal year.

(b) WITHHOLDING AT SOURCE.—Tor withholding at
souree of tax on income of nonresident aliens, see section
143.

Supplement I—Foreign Corporations

SEC. 231. GROSS INCOME.

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

(b) Smrps Unper ForerGN Frac.—The income of a
foreign corporation, which consists exclusively of earnings
derived from the operation of a ship or ships documented
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under the laws of a foreign country which grants an equiv-
alent exemption to citizens of the United States and to cor-
porations organized in the United States, shall not be
included in gross income and shall be exempt from taxa-
tion under this title.

SEC. 232. DEDUCTIONS.

In the case of a foreign corporation the deductions shall
be allowed only if and to the extent that they are con-
nected with income from sources within the United
States; and the proper apportionment and allocation of
the deductions with respect to sources within and without
the United States shall be determined as provided in sec-
tion 119, under rules and regulations prescribed by the
Commissioner with the approval of the Secretary.

SEC. 233. ALLOWANCE OF DEDUCTIONS AND CREDITS.

A foreign corporation shall receive the benefit of the
deductions ‘and credits allowed to it in this title only by
filing or causing to be filed with the collector a true and
accurate return of its total income received from all sources
in the United States, in the manner prescribed in this title;
including therein all the information which the Commis-
sioner may deem necessary for the calculation of such
deductions and credits. ‘

SEC. 234. CREDITS AGAINST TAX.

Foreign corporations shall not be allowed the credits
against the tax for taxes of foreign countries and posses-
sions of the United States allowed by section 131.

SEC. 235. RETURNS.

In the case of a foreign corporation not having any
office or place of business in the United States the return,
in lieu of the time prescribed in section 53 (a) (1), shall
be made on or before the fifteenth day of the sixth month
following the close of the fiscal year, or, if the return is
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made on the basis of the calendar year then on or before
the fifteenth day of June. If any foreign corporation has
no office or place of business in the United States but has
an agent in the United States, the return shall be made by
the agent.

SEC. 236. PAYMENT OF TAX.

(a) TiME oF PAYMENT.—In the case of a foreign

" corporation not having any office or place of business in

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

(b) WITHHOLDING AT SOURCE:—For withholding at
source of tax on income of foreign corporations, see
section 143.

SEC. 237, FOREIGN INSURANCE COMPANIES.

For special provisions relating to foreign insurance
companies, see Supplement G.

SEC. 238. AFFILIATION.

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

Supplement J—Possessions of the United States

SEC. 251. INCOME FROM SOURCES WITHIN POSSES-
SIONS OF UNITED STATES.

(a) GENERAL RULE.—In the case of citizens of the
United States or domestic corporations, satisfying the fol-
lowing conditions, gross income means only gross income
from sources within the United States—
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(1) If 80 per centum or more of the gross income
of such citizen or domestic corporation (computed with-
out the benefit of this section) , for the three-year period
immediately preceding the close of the taxable year (or
for such part of such period immediately preceding the
close of such taxable year as may be applicable) was
derived from sources within a possession of the United
States; and

(2) If, in the case of such corporation, 50 per centum -

or more of its gross income (computed without the bene-

fit of this section) for such period or such part thereof

was derived from the active conduct of a trade or busi-
ness within a possession of the United States; or

(3) If, in case of such citizen, 50 per centum or more
of his gross income (computed without the benefit of
this section) for such period or such part thereof was
derived from the active conduct of a trade or business
within a possession of the United States either on his
own account or as an employee or agent of another.

(b) AMOUNTS RECEIVED IN UNITED STATES.—Not-
w1thstand1ng the provisions of subsection (a) there shall
be included in gross income all amounts received by such
citizens or corporations within the United States, whether
derived from sources within or without the United States.

(¢) DEFINITION —As used in this section the term

* possession of the United States ”’ does not mclude the
Virgin Islands of the United States.

(d) Depuoctions.—

(1) Citizens of the United States entitled to the
benefits of this section shall have the same deductions
as are allowed by Supplement H in the case of a non-
resident ahien individual.

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

(e) CrEDITS AgAINST NET INOOME.—A citizen of
the United States entitled to the benefits of this section shall
be allowed a personal exemption of only $1,000 and shall
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not be allowed the credit for dependents provided in sec-
tion 26{d)- 25(b)(2).

(f) ALLOWANCE oF DEDUCTIONS AND CREDITS.—
Citizens of the United States and domestic corporations
entitled to the benefits of this section shall receive the
benefit of the deductions and credits allowed to them in this
title only by filing or causing to be filed with the collector a
true and accurate return of their total income received from
all sources in the United States, in the manner prescribed
in this title ; including therein all the information which the
Commissioner may deem necessary for the calculation of
such deductions and credits.

(g) CrepiTs AGAINST TAX.—Persons entitled to the
benefits of this section shall not be allowed the credits
against the tax for taxes of foreign countries and posses-
sions of the United States allowed by section 131.

(h) AFFILIATION.—A corporation entitled to the
benefits of this section shall not be deemed to be affiliated
with any other corporation within the meaning of sec-
tion 141.

SEC. 252. CITIZENS OF POSSESSIONS OF UNITED
STATES.

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

(b) Nothing in this section shall be construed to alter
or amend the provisions of the Act entitled “An Act mak-
ing appropriations for the naval service for the fiscal year
ending June 30, 1922, and for other purposes,” approved
July 12, 1921, relating to the imposition of income taxes
in the Virgin Islands of the United States.
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Supplement K—China Trade Act Corporations
SEC. 261. CREDIT AGAINST NET INCOME.

(a) ALrLOWANCE OF CREDIT.—For the purpose only
of the tax imposed by section 13 there shall be allowed, im
the case of a corporation organized under the China Trade
Act, 1922, in addition to the credit provided in section 26,
a credit against the net income of an amount equal to the
proportion of the net income derived from sources within
China (determined in a similar manner to that provided in
section 119) which the par value of the shares of stock of
the corporation owned on the last day of the taxable year
by (1) persons resident in China, the United States, or
possessions of the United States, and (2) individual citi-
zens of the United States or China wherever resident, bears
to the par value of the whole number of shares of stock of
the corporation outstanding on such date: Provided, That
in no case shall the amount by which the tax imposed by
section 13 is diminished by reason of such credit exceed the
amount of the special dividend certified under subsection
(b} of this section.

(b) SpecIAL DivibENDp.—Such credit shall not be
allowed unless the Secretary of Commerce has certified to
the Commissioner—

(1) The amount which, during the year ending om
the date fixed by law for filing the return, the corpora-
tion has distributed as a special dividend to or for the
benefit of such persons as on the last day of the taxable
year were resident in China, the Umnited States, or
possessions of the United States, or were individual
citizens of the United States or China, and owned shares.
of stock of the corporation;

(2) That such special dividend was in addition to
all other amounts, payable or to be payable to suck
persons or for their benefit, by reason of their interest
in the corporation; and

(3) That such distribution has been made to or for
the benefit of such persons in proportion to the par
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value of the shares of stock of the corporation owned
by each; except that if the corporation has more than
one class of stock, the certificates shall contain a state-
ment that the articles of incorporation provide a method
for the apportionment of such special dividend among
such persons, and that the amount certified has been
distributed in accordance with the method so provided.
(¢) OwxERsHIP OF STOCK.—For the purposes of this
section shares of stock of a corporation shall be considered
to be owned by the person in whom the equitable right to
the income from such shares is in good faith vested. -
(d) DeriNrTION OF CHINA.—As used in this section
the term * China ” shall have the same meaning as when
used in the China Trade Act, 1922.

SEC. 262. CREDITS AGAINST THE TAX.

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

SEC. 263. AFFILIATION.

A corporation organized under the China Trade Act,
1922, shall not be deemed to be affiiated with any other
corporation within the meaning of section 141.

SEC. 264. INCOME OF SHAREHOLDERS.

For exclusion of dividends from gross income, see
section 116.

Supplement L — Assessment and Collection of
Deficiencies

SEC. 271. DEFINITION OF DEFICIENCY.

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

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

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

SEC. 272. PROCEDURE IN GENERAL.

(a) PerITion To Boarp or Tax Appears.—If in
the case of any taxpayer, the Commissioner determines
that there is a deficiency in respect of the tax imposed by
this title, the Commissioner is authorized to send notice of
such deficiency to the taxpayer by registered mail.
Within 66 90 days after such notice is mailed (not count-
ing Sunday or a legal holiday in the District of Columbia
as the sixtieth ninetieth day) , the taxpayer may file a peti-
tion with the Board of Tax Appeals for a redetermination
of the deficiency. No assessment of a deficiency in re-
spect of the tax imposed by this title and no distraint or
proceeding in court for its collection shall be made, begun,
or prosecuted until such notice has been mailed to the
taxpayer, nor until the expiration of such 60-dey 90-day
period, nor, if a petition has been filed with the Board,
until the decision of the Board has become final. Not-
withstanding the provisions of section 3224 of the Revised
Statutes the making of such assessment or the beginning
of such proceeding or distraint during the time such pro-
Liibition is in force may be enjoined by a proceeding in
the proper court.

For exceptions to the restrictions imposed by this sub-
section, see— :
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(1) Subsection (d) of this section, relating to waiv-
ers by the taxpayer;

"~ (2) Subsection (f) of this section, relating to noti-

fications of mathematical errors appearing upon the face

of the return;

(3) Section 273, relating to jeopardy assessments;

(4) Section 274, relating to bankruptcy and receiv-
erships; and

(5) Section 1001 of the Revenue Act of 1926, as
amended, relating to assessment or collection of the
amount of the deficiency determined by the Board
pending court review.
Nore—For amendment to this subsection of 1932 act made by

section 501 of 1934 act, see page 197.

(b) CoriLecTiON oOF DEFICIENCY FOUXD BY
Boarp.—If the taxpayer files a petition with the Board,
the entire amount redetermined as the deficiency by the
decision of the Board which has become final shall be
assessed and shall be paid upon notice and demand from
the collector. No part of the amount determined as a
deficiency by the Commissioner but disallowed as such by
the decision of the Board which has become final shall be
assessed or be collected by distraint or by proceeding in
court with or without assessment.

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

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

(e) INCREASE OF DEFICIENCY AFTER NOTICE
MarLep.—The Board shall have jurisdiction to redeter-
mine the correct amount of the deficiency even if the
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amount so redetermined is greater than the amount of the
deficiency, notice of which has been mailed to the tax-
payer, and to determine whether any penalty, additional
amount or addition to the tax should be assessed—if claim
therefor is asserted by the Commissioner at or before the
hearing or a rehearing.

(f) FurrHER DEFICIENCY LETTERS RESTRICTED.—
If the Commissioner has mailed to the taxpayer notice of a
deficiency as provided in subsection (a) of this section,
and the taxpayer files a petition with the Board within
the time prescribed in such subsection, the Commissioner
shall have no right to determine any additional deficiency
in respect of the same taxable year, except in the case of
fraud, and except as provided in subsection (e) of this
section, relating to assertion of greater deficiencies before
the Board, or in section 273 (c), relating to the making of
jeopardy assessments. If the taxpayer is notified that, on
account of a mathematical error appearing upon the face
of the return, an amount of tax in excess of that shown
upon the return is due, and that an assessment of the tax
has been or will be made on the basis of what would have
heen the correct amount of tax but for the mathematical
error, such notice shall not be considered (for the purposes
of this subsection, or of subsection (a) of this section,
prohibiting assessment and collection until notice of defi-
ciency has been mailed, or of section 322 (c), prohibiting
credits or refunds after petition to the Board of Tax Ap-
peals) as a notice of a deficiency, and the taxpayer shall
have no right to file a petition with the Board based on
such notice, nor shall such assessment or collection be pro-
hibited by the provisions of subsection (a) of this section.

(g) JurispicTioN OVER OTHER TAXABLE YEARS.—
The Board in redetermining a deficiency in respect of any
taxable year shall consider such facts with relation to the
taxes for other taxable years as may be necessary correctly
to redetermine the amount of such deficiency, but in so
doing shall have no jurisdiction to determine whether or
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not the tax for any other taxable year has been overpaid
or underpaid.

(h) Finaxn DErcisions oF Boarp.—For the purposes
of this title the date on which a decision of the Board be-
«comes final shall be determined according to the provisions
of section 1005 of the Revenue Act of 1926.

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

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

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

(k) ApprEss FOrR NoTiCE oF DEFICIENCY.—In the
absence of notice to the Commissioner under section
312 (a) of the existence of a fiduciary relationship, notice

Google



140

of a deficiency in respect of a tax imposed by this title, if
mailed to the taxpayer at his last known address, shall be
sufficient for the purposes of this title even if such taxpayer
is deceased, or is under a legal disability, or, in the case
of a corporation, has terminated its existence.

SEC. 273. JEOPARDY ASSESSMENTS.

(a) AvuTHORITY FOR MAKING.—If the Commissioner
believes that the assessment or collection of a deficiency
will be jeopardized by delay, he shall immediately assess
such deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) and
notice and demand shall be made by the collector for the
payment thereof.

(b) DErrciency LerTErs.—If the jeopardy assess-
ment is made before any notice in respect of the tax to
which the jeopardy assessment relates has been mailed
under section 272 (a), then the Commissioner shall mail
a notice under such subsection within sixty days after the
making of the assessment. :

(c) AMOUNT ASSESSABLE BEFORE DECISION OF
Boarp.—The jeopardy assessment may be made in re-
spect of a deficiency greater or less than that notice of
which has been mailed to the taxpayer, despite the pro-
visions of section 272 (f) prohibiting the determination
of additional deficiencies, and whether or not the taxpayer
has theretofore filed a petition with the Board of Tax
Appeals. The Commissioner shall notify the Board of
the amount of such assessment, if the petition is filed with
the Board before the making of the assessment qr is sub-
sequently filed, and the Board shall have jurisdiction to
redetermine the entire amount of the deficiency and of
all amounts assessed at the same time in connection
therewith.

(d) AMOUNT ASSESSABLE AFTER DECISION OF
Boarp.—If the jeopardy assessment is made after the
decision of the Board is rendered such assessment may be
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made only in respect of the deficiency determined by the
Board in its decision.

(e) ExprrartioN oF RiGHT T0 ASSESS.—A jeopardy
assessment may not be made after the decision of the
Board has become final or after the taxpayer has filed a
petition for review of the decision of the Board.

(f) Boxp 10 STAY COLLECTION.—When a jeopardy
assessment has been made the taxpayer, within 10 days
after notice and demand from the collector for the payment
of the amount of the assessment, may obtain a stay of col-
lection of the whole or any part of the amount of the
assessment by filing with the collector a bond in such
amount, not exceeding double the amount as to which the
stay is desired, and with such sureties, as the collector
deems necessary, conditioned upon the payment of so
much of the amount, the collection of which is stayed by
the bond, as is not abated by a decision of the Board
which has become final, together with interest thereon as
provided in section 297.

(g) SAME—FurTHER CoNDITIONS.—If the bond is
given before the taxpayer has filed his petition with the
Board under section 272 (a), the bond shall contain a fur-
ther condition that if a petition is not filed within the period
provided in such subsection, then the amount the collec-
tion of which is stayed by the bond will be paid on notice
and demand at any time after the expiration of such
period, together with interest thereon at the rate of 6 per
centum per annum from the date of the jeopardy notice
and demand to the date of notice and demand under this
subsection.

. (h) WaxvER oF StAY.—Upon the filing of the bond

the collection of so much of the amount assessed as is cov-
ered by the bond shall be stayed. The taxpayer shall have
the right to waive such stay at any time in respect of the
whole or any part of the amount covered by the bond, and
if as a result of such waiver any part of the amount covered
hy the bond is paid, then the bond shall, at the request of
the taxpayer, be proportionately reduced. If the Board

87180—34——10
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determines that the amount assessed is greater than the
amount which should have been assessed, then when the
decision of the Board is rendered the bond shall, at the
request of the taxpayer, be proportionately reduced.

(i) CoLLECTION OF UNPAID AMOUNTS.—When the
petition has been filed with the Board and when the amount
which should have been assessed has been determined by a
decision of the Board which has become final, then any
unpaid portion, the collection of which has been stayed by
the bond, shall be collected as part of the tax upon notice
and demand from the collector, and any remaining portion
of the assessment shall be abated. If the amount already
collected. exceeds the amount determined as the amount
which should have been assessed, such excess shall be
credited or refunded to the taxpayer as provided in section
322, without the filing of claim therefor. If the amount
determined as the amount which should have been assessed
is greater than the amount actually assessed, then the dif-
ference shall be assessed and shall be collected as part of the
tax upon notice and demand from the collector.

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

SEC. 274. BANKRUPTCY AND RECEIVERSHIPS.

(a) IMMEDIATE AssEssMENT.—Upon the adjudica-
tion of bankruptcy of any taxpayer in any bankruptcy pro-
ceeding or the appointment of a receiver for any taxpayer
in any receivership proceeding before any court of the
United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest,
additional amounts, or additions to the tax provided for
by law) determined by the Commissioner in respect of
a tax imposed by this title upon such taxpayer shall,
despite the restrictions imposed by section 272 (a) upon
assessments be immediately assessed if such deficiency has
not theretofore been assessed in accordance with law., In
such cases the trustee in bankruptcy or recewver shall give
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notice in writing to the Commissioner of the adjudication
of bankrupicy or the appointment of the receiver, and the
running of the statute of limitations on the making of assess-
ments shall be suspended for the period from the date of
adjudication in bankrupicy or the appointment of the
recetver to a date 30 days after the date upon which the
notice from the trustee or receiver is received by the Com-
missioner; but the suspension under this sentence shall in
no case be for a period in excess of two years. Claims for
the deficiency and such interest, additional amounts and
additions to the tax may be presented, for adjudication in
accordance with law, to the court before which the bank-
ruptey or receivership proceeding is pending, despite the
pendency of proceedings for the redetermination of the
deficiency in pursuance of a petition to the Board; but no
petition for any such redetermination shall be filed with
the Board after the adjudication of bankruptey or the
appointment of the receiver.

Nore.—For amendment to this subsection of 1932 act made by
section 505 of the 1934 act, see page 203.

(b) Unxpap CratMs.—Any portion of the claim
allowed in such bankruptcy or receivership proceeding
which is unpaid shall be paid by the taxpayer upon notice
and demand from the collector after the termination of
such proceeding, and may be collected by distraint or
proceeding in court within six years after termination of
such proceeding. Extensions of time for such payment
may be had in the same manner and subject to the same
provisions and limitations as are provided in section

272 (j) and section 296 in the case of a deficiency in a
tax imposed by this title.

SEC. 275. PERIOD OF LIMITATION UPON ASSESSMENT
AND COLLECTION.

Except as provided in section 276—

(2) GENERAL RULE.—The amount of income taxes
imposed by this title shall be assessed within twe three
vears after the return was filed, and no proceeding in
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court without assessment for the collection of such taxes
~* shall be begun after the expiration of such period.

(b) REQUEST FOR PROMPT ASSESSMENT.—In the
case of income received during the lifetime of a decedent,
or by his cstate during the period of administration, or by
a corporation, the tax shall be assessed, and any pro-
ceeding in court without assessment for the collection of
such tax shall be begun, within ere yeer eighteen months
after written request therefor (filed after the return is
made) by the executor, administrator, or other fiduciary
representing the estate of such decedent, or by the corpo-
ration, but not after the expiration of twe three years after
the return was filed. This subsection shall not apply in
the case of a corporation unless—

(1). Such written request notifies the Commissioner

that the corporation contemplates dissolution at or
before the expiration of such year 18 months’ period;
and
(2) The dissolution is in good faith begun before
the expiration of such yesx 18 months period; and
(3) The dissolution is completed.

(¢) Omi8s10N FROM G'ROSS INCOME.—If the tazpayer
omits from gross income an amount properly includible
therein which is in excess of 25 per centum of the amount of
gross income stated in the return, the tax may be assessed,
or a proceeding in court for the collection of such tax may
be begun without assessment, at any time within 5 years
after the return was filed. '

(d) For the purposes of subsections (a), (b), and (¢) a
return filed before the last day prescribed by law for the
filing thereof shall be considered as filed on such last day.

{e} (e¢) CORPORATION AND SHAREHOLDER.—If a
corporation makes no return of the tax imposed by this
title, but each of the shareholders includes in his return
his distributive share of the net income of the corporation,
then the tax of the corporation shall be assessed within four
years after the last date on which any such shareholder’s
return was filed.
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SEC. 276. SAME—-EXCEPTIONS.

(a) ¥arse RETURN or No RETURN.—In the case of
a false or fraudulent return with intent to evade tax or of
a failure to file a return the tax may be assessed, or a pro-
ceeding in court for the collection of such tax may be begun
without assessment, at any time.

(b) Warvers.—Where before the expiration of the
time prescribed in section 275 for the assessment of the tax,
both the Commissioner and the taxpayer have consented in
writing to its assessment after such time, the tax may. be
assessed at any time prior to the expiration of the period
agreed upon. The period so agreed upon may be extended
by subsequent agreements in writing made before the ex-
piration of the period previously agreed upon.

(¢) CoLLECTION AFTER ASSESSMENT.—Where the
assessment of any income tax imposed by this title has been
made within the period of limitation properly applicable
thereto, such tax may be collected by distraint or by a pro-
ceed.mg in court, but only if begun (1) within six years
after the assessment of the tax, or (2) prior to the expira-
tion of any period for collection agreed upon in writing by
the Commissioner and the taxpayer before the expiration
of such six-year period. The period so agreed upon may
be extended by subsequent agreements in writing made
before the expiration of the period previously agreed upon.

SEC. 277. SUSPENSION OF RUNNING OF STATUTE.

The running of the statute of limitations provided in
section 275 or 276 on the making of assessments and the
beginning of distraint or a proceeding in court for collec-
tion, in respect of any deficiency, shall (after the mailing
of a notice under section 272 (a) ) be suspended for the

_period during which the Commissioner is prohibited from
making the assessment or beginning distraint or a proceed-
ing in court (and in any event, if a proceeding in respect
of the deficiency is placed on the docket of the Board, until
the decision of the Board becomes final) , and for sixty days
thereafter.
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Supplement M—Interest and Additions to the Tax
SEC. 291. FAILURE TO FILE RETURN.

In case of any failure to make and file a return required
by this title, within the time prescribed by law or pre-
seribed by the Commissioner in pursuance of law, 25 per
centum of the tax shall be added to the tax, except that
when a return is filed after such time and it is shown that
the failure to file it was due to reasonable cause and not
due to willful neglect no such addition shall be made to the
tax. The amount so added to any tax shall be collected
at the same time and in the same manner and as a part of
the tax unless the tax has been paid before the discovery of
the neglect, in which case the amount so added shall be
collected in the same manner as the tax. The amount
added to the tax under this section shall be in lieu of the 25
per centum addition te the tax provided in section 3176 of
the Revised Statutes, as amended.

SEC. 292. INTEREST ON DEFICIENCIES.

Interest upon the amount determined as a deficiency
shall be assessed at the same time as the deficiency, shall
be paid upon notice and demand from the collector, and

shall be collected as a part of the tax, at the rate of 6 per .

centum per annum from the date prescribed for the pay-
ment of the tax (or, if the tax is paid in installments, from
the date prescribed for the payment of the first install-
ment) to the date the deficiency is assessed, or, in the case
of a walver under section 272 (d), to the thirtieth day
after the filing of such waiver or to the date the deficiency
is assessed whichever is the earlier.

SEC. 293. ADDITIONS TO THE TAX IN CASE OF DEFI-

CIENCY.

(a) NEGLIGENCE.—If any part of any deficiency is
due to negligence, or intentional disregard of rules and reg-
ulations but without intent to defraud, 5 per centum of
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the total amount of the deficiency (in addition to such
deficiency) shall be assessed, collected, and paid in the
same manner as if it were a deficiency, except that the
provisions of section 272 (i), relating to the prorating of
a deficiency, and of section 292, relating to interest on
deficiencies, shall not be applicable.

(b) Fraup.—If any part of any deficiency is due to
fraud with intent to evade tax, then 50 per centum of the
total amount of the deficiency (in addition to such defi-
ciency) shall be so assessed, collected, and paid, in lieu of
the 50 per centum addition to the tax provided in section
3176 of the Revised Statutes, as amended.

SEC. 294. ADDITIONS TO THE TAX IN CASE OF NON-
PAYMENT.

(a) Tax SHOWN ON RETURN.—

(1) GENERAL RULE.—Where the amount deter-
mined by the taxpayer as the tax imposed by this title,
or any installment thereof, or any part of such amount
or installment, is not paid on or before the date pre-
scribed for its payment, there shall be collected as a
part of the tax, interest upon such unpaid amount at-the
rate of 1 per centum a month from the date preseribed
for its payment until it is paid.

(2) Ir EXTENSION GRANTED.—Where an exten-
sion of time for payment of the amount so determined
as the tax by the taxpayer, or any installment thereof,
has been granted, and the amount the time for payment
of which has been extended, and the interest thereon
determined under section 295, is not paid in full prior
to the expiration of the period of the extension, then, in
lieu of the interest provided for in paragraph (1) of
this subsection, interest at the rate of 1 per centum a
month shall be collected on such unpaid amount from
the date of the expiration of the period of the extension
until it is paid.

(b) DErIcIENCY.—Where a deficiency, or any inter-
est or additional amounts assessed in connection therewith
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under section 292, or under section 293, or any addition
to the tax in case of delinquency provided for in -section
291, is not paid in full within ten days from the date of
notice and demand from the collector, there shall be col-
lected as part of the tax, interest upon the unpaid amount
at the rate of 1 per centum a month from the date of such
notice and demand until it is paid. If any part of a defi-
ciency prorated to any unpaid installment under section
272 (1) is not paid in full on or before the date prescribed
for the payment of such installment, there shall be col-
lected as part of the tax interest upon the unpaid amount
at the rate of 1 per centum a month from such date until
it 1s paid.

(¢) Fmuciaries.—For any period an estate is held
by a fiduciary appointed by order of any court of compe-
tent jurisdiction or by will, there shall be collected interest
at the rate of 6 per centum per annum in lieu of the interest
provided in subsections (a) and (b) of this section.

(d) Fruixe oF JEOPARDY BoND.—If a bond is filed,
as provided in section 273, the provisions of subsections
(b) and (c) of this section shall not apply to the amount
covered by the bond.

SEC. 295. TIME EXTENDED FOR PAYMENT OF TAX
SHOWN ON RETURN.

If the time for payment of the amount determined as
the tax by the taxpayer, or any installment thereof, is
extended under the authority of section 56 (c) , there shall
be collected as a part of such amount, interest thereon at
the rate of 6 per centum per annum from the date when
such payment should have been made if no extension had
been granted, until the expiration of the period of the
extension, ‘ |

SEC. 296. TIME EXTENDED FOR PAYMENT OF DEFI-
CIENCY. :

If the time for the payment of any part of a deficiency
is extended, there shall be collected, as a part of the tax,
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interest on the part of the deficiency the time for payment
of which is so extended, at the rate of 6 per centum per
annum for the period of the extension, and no other interest
shall be collected on such part of the deficiency for such
period. If the part of the deficiency the time for payment
of which is so extended is not paid in accordance with the
terms of the extension, there shall be collected, as a part of
the tax, interest on such unpaid amount at the rate of 1
per centum a month for the period from the time fixed by
the terms of the extension for its payment until it is paid,
and no other interest shall be collected on such unpaid
amount for such period.

SEC. 297. INTEREST IN CASE OF JEOPARDY ASSESS-
MENTS.

~ In the case of the amount collected under section
273 (1) there shall be collected at the same time as such
amount, and as a part of the tax, interest at the rate of 6
per centum per annum upon such amount from the date of
the jeopardy notice and demand to the date of notice and
demand under section 273 (i), or, in the case of the
amount collected in excess of the amount of the jeopardy
assessment, interest as provided in section 292. If the
amount included in the notice and demand from the col-
lector under section 273 (i) is not paid in full within ten
days after such notice and demand, then there shall be
collected, as part of the tax, interest upon the unpaid
amount at the rate of 1 per centum a month (or, for any
period the estate of the taxpayer is held by a fiduciary
appointed by any court of competent jurisdiction or by
will, at the rate of 6 per centum per annum) from the da,te
of such notice and demand until it is paid.

SEC. 2908. BANKRUPTCY AND RECEIVERSHIPS.

If the unpaid portion of the claim allowed in a bank-
ruptey or receivership proceeding, as provided in section
2774, is not paid in full within ten days from the date of
notice and demand from the collector, then there shall be
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collected as a part of such amount interest upon the unpaid
portion thereof at the rate of 1 per centum a month from
the date of such notice and demand until payment.

SEC. 299. REMOVAL OF PROPERTY OR DEPARTURE
FROM UNITED STATES.

For additions to tax in case of leaving the United States
or concealing property in such manner as to hinder collec-
tion of the tax, see section 146.

Supplement N—Claims against Transferees and
Fiduciaries

SEC. 311. TRANSFERRED ASSETS.

(a) MEerHOD OF COLLECTION.—The amounts of the

following liabilities shall, except as hereinafter in this sec-
tion provided, be assessed, collected, and paid in the same
manner and subject to the same provisions and limitations
as in the case of a deficiency in a tax imposed by this title
(including the provisions in case of delinquency in pay-
ment after notice and demand, the provisions authorizing
distraint and proceedings in court for collection, and the
provisions prohibiting claims and suits for refunds) :

(1) TransrEREES.—The liability, at law or in
equity, of a transferee of property of a taxpayer, in
respect of the tax (including interest, additional
amounts, and additions to the tax provided by law)
imposed upon the taxpayer by this title.

(2) Fipvoraries.—The liability of a fiduciary
under section 3467 of the Revised Statutes in respect of
the payment of any such tax from the estate of the
taxpayer.

Any such liability may be either as to the amount of tax
shown on the return or as to any deficiency in tax.

(b) Periop oF LiMmrraTioN.—The period of limita-
tion for assessment of any such liability of a transferee or
fiduciary shall be as follows:

e
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(1) In the case of the Lability of an initial trans-
feree of the property of the taxpayer,—within one year
‘after the expiration of the period of limitation for assess-
ment against the taxpayer;

(2) In the case of the liability of a transferee of a
transferee of the property of the taxpayer,—within one
year after the expiration of the period of limitation for
assessment against the preceding transferee, but only if
within three years after the expiration of the period of
limitation for assessment against the taxpayer;—

except that if before the expiration of the period of Limita-
tion for the assessment of the liability of the transferee, a
court proceeding for the collection of the tax or liability in
respect thereof has been begun against the taxpayer or
last preceding transferee, respectively,—then the period
of limitation for assessment of the liability of the transferee
shall expire one year after the return of execution in the
court proceeding.

(3) In the case of the liability of a fiduciary,—
not later than one year after the liability arises or not
later than the expiration of the period for collection of
the tax in respect of which such liability arises, which-
ever is the later.

(c) PERIOD FOR ASSESSMENT AGAINST TAxX-
PAYER.—For the purposes of this section, if the taxpayer
is deceased, or in the case of a corporation, has terminated
its existence, the period of limitation for assessment
against the taxpayer shall be the period that would be in
effect had the death or termination of existence not
occurred.

(d) SUSPENSION OF RUNNING OF STATUTE oF Lim-
- ITATIONS.—The running of the statute of limitations upon
the assessment of the liability of a transferee or fiduciary
shall, after the mailing to the transferee or fiduciary of the
notice provided for in section 272 (a), be suspended for
the period during which the Commissioner is prohibited
from making the assessment in respect of the liability of
the transferee or fiduciary (and in any event, if a proceed-

Go 8le



152

ing in respect of the liability is placed on the docket.of the
Board, until the decision of the Board becomes final) , and
for sixty days thereafter.

(e) ADDRESS FOR NOTICE OF LIABILITY.—In the
absence of notice to the Commissioner under section
312 (b) of the existence of a fiduciary relationship, notice
of liability enforceable under this section in respect of a tax
imposed by this title, if mailed to the person subject to the
liability at his last known address, shall be sufficient for
the purposes of this title even if such person is deceased, or
is under a legal disability, or, in the case of a corporation,
has terminated its existence.

(f) DeriNiTION OF “ TRANSFEREE ’.—As used in
this section, the term ‘‘ transferee * includes heir, legatee,
devisee, and distributee.

SEC. 312. NOTICE OF FIDUCIARY RELATIONSHIP.

(a) Fipuciary oF TaxpayeEr.—Upon notice to the
Commissioner that any person is acting in a fiduciary ca-
pacity such fiduciary shall assume the powers, rights,
duties, and privileges of the taxpayer in respect of a tax
imposed by this title (except as otherwise specifically ‘pro-
vided and except that the tax shall be collected from the
estate of the taxpayer), until notice is given that the
fiduciary capacity has terminated.

(b) Fmuciary oF TRANSFEREE.—Upon notice to
the Commissioner that any person is acting in a fiduciary
capacity for a person subject to the lability specified in
section 311, the fiduciary shall assume, on behalf of such
person, the powers, rights, duties, and privileges of such
person under such section (except that the lLability shall
be collected from the estate of such person), until notice
is given that the fiduciary capacity has terminated.

(¢) ManNER OF NoricE.—Notice under subsection
(a) or (b) shall be given in accordance with regulations
prescribed by the Commissioner with the approval of the
Secretary.

/

Google



153
Supplement O—Overpayments
SEC. 321. OVERPAYMENT OF INSTALLMENT.

If the taxpayer has paid as an installment of the tax
more than the amount determined to be the correct amount
of such installment, the overpayment-shall be credited
against the unpaid installments, if any. If the amount
already paid, whether or not on the basis of installments,
exceeds the amount determined to be the correct amount
of the tax, the overpayment shall be credited or refunded
as provided in section 322,

SEC. 322. REFUNDS AND CREDITS.

(a) AUTHORIZATION.—Where there has been an
overpayment of any tax imposed by this title, the amount
of such overpayment shall be credited against any income,
war-profits, or excess-profits tax or installment thereof
then due from the taxpayer, and any balance shall be
refunded immediately to the taxpayer.

(b) LIMITATION ON ALLOWANCE.—

{1 Periop or rpaeaTIon—No such eredit or
rofund shall be allowed or made after twe years from
of sueh period & elaim therefor is fled by the :

(1) PERIOD OF LIMITATION.—Unless a clavm for
credit or refund s filed by the taxpayer within three
years from the time the return was filed by the taxpayer
or within two years from the time the tax was paid, no
credit or refund shall be allowed or made after the expi-
ration of whichever of such periods expires the later.
If mo return is filed by the taxpayer, then no credit or
refund shall be allowed or made after two years from
the time the taz was paid, unless before the expiration of
such period a claim therefor is filed by the taxpayer.

(2) LIMIT ON AMOUNT OF CREDIT OR REFUND.—
The amount of the credit or refund shall not exceed the
portion of the tax paid during the we three years im-
mediately preceding the filing of the claim, er or, if no
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claim was filed, then during the +we three years imme-

diately preceding the allowance of the credit or refund.

(c) Errecr or PErITioN T0 BoArD.—If the Com-
missioner has mailed to the taxpayer a notice of deﬁmency
under section 272 (a) and if the taxpayer files a petition
with the Board of Tax Appeals within the time prescribed
in such subsection, no credit or refund in respect of the tax
for the taxable year in respect of which the Commissioner
has determined the deficiency shall be allowed or made and
no suit by the taxpayer for the recovery of any part of such
tax shall be instituted in any court except—

(1) As to overpayments determined by a decision
of the Board which has become final; and

(2) As to any amount collected in excess of an
amount computed in accordance with the decision of
the Board which has become final; and

(3) As to any amount collected after the period
of limitation upon the beginning of distraint or a pro-
ceeding in court for collection has expired; but in any
such claim for credit or refund or in any such suit for
refund the decision of the Board which has become
final, as to whether such period has expired before the
notice of deficiency was mailed, shall be conclusive.

(d) OvERPAYMENT FouND BY BoAarD.—If the Board
finds that there is no deficiency and further finds that
the taxpayer has made an overpayment of tax in respect
of the taxable year in respect of which the Commis-
sioner determined the deficiency, the Board shall have
jurisdiction to determine the amount of such overpayment,
and such amount shall, when the decision of the Board has
become final, be credited or refunded to the taxpayer. No
such credit or refund shall be made of any portion of the
tax unless the Board determines as part of its decision that
it was paid mere then two wilhin three years before the
filing of the claim or the filing of the pet1t1on whichever

is earlier.

Nore—For amendment to this subsection of 1932 act made by
section 504 of the 1934 act, see page 201.
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(e) Tax WITHHELD AT SOURCE.—PFor refund or
credit in case of excessive withholding at the source, see
section 143 (f).

TITLE 14—ADDITIONAL INCOME TAXES
SEC. 351. SURTAX ON PERSONAL HOLDING COMPANIES.

(a) IMPoSITION OF Tax.—There shall be levied, col-
lected, and paid, for each taxable year, upon the undis-
tributed adjusted met income of every personal holding
company a surtar equal to the sum of the following:

(1) 30 per centum of the amount thereof mot in
excess of $100,000; plus

(2) 40 per centum of the amount thereof in excess of
$100,000.

(b) DEFINITIONS.—ASs used in this title—

(1) The term ‘‘ personal holding company” means
any corporation (other than a corporation exempt from
tazation under section 101, and other than a bank or
trust company incorporated under the laws of the
Unated States or of any State or Territory, a substantial
part of whose business is the receipt of deposits, and
other than a life-insurance company or surety com-
vany) if—(A) at least 80 per centum of s gross in-
come for the taxzable year 1s derived from royalties, divi-
dends, interest, annuities, and (except in the case of
regular dealers in stock or securities) gains from the
sale of stock or securities, and (B) at any time during
the last half of the taxzable year more than 50 per centum
mn value of its outstanding stock is owned, directly or
wdirectly, by or for not more than five indiiduals.
For the purpose of determining the ownership of stock
i a personal holding company—(C) stock owned, di-
rectly or indirectly, by a corporation, partnership, es-
tate, or trust shall be considered as being owned pro-
po'rtzonately by its shareholders, partners, or benefici-
aries; (D) an individual shall be considered as owning,
to the exclusion of any other individual, the stock
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owned, directly or indirectly, by his family, and this
rule shall be applied in such manner as to produce the
smallest possible number of individuals owning, directly
or indirectly, more than 50 per centum in value of the
outstanding stock; and (E ) the family of an individual
shall include only his brothers and sisters (whether by
the whole or. half blood), spouse, ancestors, and lineal
descendants.

(2) The term ““ undistributed adjusted net income”
means the adjusted net income minus the sum of :

(A ) 20 per centum of the excess of the adjusted net
income over the amount of dwidends received from
personal holding companies which are allowable as a
deduction for the purposes of the tax imposed by sec-
tion 13 or 204;

(B) Amounts used or set aside to retire indebted-
ness incurred prior to January 1, 1934, if such
amounts are reasonable with reference to the size and
terms of such indebtedness; and

(C) Dividends paid during the tazable year.

(3) The term “ adjusted net income” means the net
income computed without the allowance of the dwidend
deduction otherwise allowable, but minus the sum of :

(A) Federal income, war-profits, and excess-
profits tazes paid or accrued, but not including the taz
wmposed by this section;

(B) Contributions or gifts, not otherwise allowed
as a deduction, to or for the use of donees described in
section 23(0) for the purposes therein specified; and

(C) Losses from sales or exchanges of capital
assets which are disallowed as a deduction by section
117(d).

(4) The terms used in this section shall have the same
meaning as when used in Title 1.

(¢c) ADMINISTRATIVE PRoVISIONS.—AIll provisions
of law (including penalties) applicable in respect of the
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tazes imposed by Title I of this Act, shall insofar as not
inconsistent with this section, be applicable in respect of the
taz imposed by this section, except that the provisions of
section 131 of that title shall not be applicable.

(d) PAYMENT OF SURTAX ON PRO RATA SHARES.—
The taz imposed by this section shall not apply if all the
shareholders of the corporation include ( at the time of filing
their returns) in their gross income their entire pro rata
shares, whether distributed or not, of the ‘‘ adjusted net
income” of the corporation for such year. Any amount
so included in the gross income of a shareholder shall be
treated as a dividend received. Any subsequent distribu-
tion made by the corporation out of earnings or profits for
such tazable year shall, if distributed to any shareholder
who has so included in his gross income his pro rata share,
be exempt from taz in the amount of the share so included.

fe) IMPROPER ACCUMULATION OF SURPLUS.—For
surtazx on corporations which accumulate surplus to avord

. surtax on stockholders, see section 102.

TITLE II-ADDITIONAL ESTATE TAX
(1932 Act)

SEC. 401. (1932 Act) IMPOSITION OF TAX.

(a) In addition to the estate tax imposed by section
301 (a) of the Revenue Act of 1926, there is hereby im-
posed upon the transfer of the net estate of every decedent
dying after the enactment of this Act, whether a resident
or nonresident of the United States, a tax equal to the
excess of—

(1) the amount of a tentative tax computed under
subsection (b) of this section, over
(2) the amount of the tax imposed by section

301 (a) of the Revenue Act of 1926, computed with-

out regard to the provisions of this title.

(b) The tentative tax referred to in subsection (a) (1)
of this section shall equal the sum of the following per-

centages of the value of the net estate:
87180—34——11
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Upon net estates not in excess of $10,000, 1 per centum.

$100 upon net estates of $10,000; and upon net estates
in excess of $10,000 and not in excess of $20,000, 2 per
centum in addition of such excess.

$300 upon net estates of $20,000; and upon net estates
in excess of $20,000 and not in excess of $30,000, 3 per
centum in addition of such excess.

$600 upon net estates of $30,000; and upon net estates
in excess of $30,000 and not in excess of $40,000, 4 per
centum in addition of such excess.

$1,000 upon net estates of $40,000; and upon net
estates in excess of $40,000 and not in excess of $50,000,
5 per centum in addition of such excess.

$1,500 upon net estates of $50,000; and upon net
estates in excess of $50,000 and not in excess of $166,;000
$70,000, 7 per centum in addition of such excess.

$2,900 upon met estates of $70,000; and upon -net
estates in excess of $70,000 and not in excess of $100,000,
9 per centum in addition of such excess. .

$5,000 $5,600 upon net estates of $100,000; and upon
net estates in excess of $100,000 and not in excess of
$200,000, 8 712 per centum in addition of such excess.

$14000 $17,600 upon net estates of $200,000; and
upon net estates in excess of $200,000 and not in excess
of $400,000, 3+ 16 per centum in addition of such excess.

$36;000 $49,600 upon net estates of $400,000; and
upon net estates in excess of $400,000 and not in excess of
$600,000, +3 19 per centum in addition of such excess.

$62:000 $87,600 upon net estates of $600,000; and
upon net estates in excess of $800,000 and not in excess of *
$800,000, 15 22 per centum in addition of such excess.

$92.000 $131,600 upon net estates of $800,000; and
upon net estates in excess of $800,000 and not in excess of
$1,000,000, ¥ 25 per centum in addition of such excess.

$3126,000 §181,600 upon net estates of $1.000,000;
and upon net estates in excess of $1,000,000 and not in
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excess of $1,500,000, 19 28 per centum in addition of such
excess.

- $2215000 $321,600 upon net estates of $1,500,000;
and upon net estates in excess of $1,500,000 and not in
exoess of $2,000,000, 21 31 per centum in addition of such
excess. -

$326;000 $476,600 upon net estates of $2,000,000;
and upon net estates in excess of $2,000,000 and not in-
exoess of $2,500,000, 23 34 per centum in addition of such:
€Xcess.

- $44350600 $646,600 upon net estates of $2.500,000;
and upon net estates in excess of $2,500,000 and not in
excess of $3,000,000, 25 37 per centum in addition of such
exCess.

. $566;600 $831,600 upon net estates of $3,000,000;
. and upon net estates in excess of $3,000,000 and not
excess of $3,500,000, 2% 40 per centum in addition of
such excess.

$761,000 $1,031,600 upon net estates of $3,500,000;
and upon net estates in excess of $3,500,000 and not in
excess of $4,000,000, 29 43 per centum in addition of
such excess.

$846;000 $1,246,600 upon net estates of $4,000,000;
and upon net estates in excess of $4,000,000 and not in
excess of $4,500,000, 8+ 46 per centum in addition of
such excess.

$1;001,600 $1,476,600 upon net estates of $4,500,-
000; and upon net estates in excess of $4,500,000 and
not in excess of $5,000,000, 38 48 per centum in addi-
tion of such excess. |

$15166,000 $1,716,600 upon net estates of $5,000,-
000; and upon net estates in excess of $5,000,000 and
not in excess of $6,000,000, 356 50 per centum in addi-
tion of such excess.

$1:516;000 $2,216,600 upon net estates of $6,000,-
000; and upon net estates in excess of $6,000,000 and
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not in excess of $7,000,000, 8% 52 per centum in addi-
tion of such excess. -

$1-886,000 $2,736,600 upon net estates of $7,000,-
000; and upon net estates in excess of $7,000,000 and
not in excess of $8,000,000, 89 54 per centum in addi-
tion of such excess. '

$2.276.000 $3,276,600 upon net estates of $8,000,-
000; and upon net estates in excess of $8,000,000 and
not in excess of $9,000,000, 4+ 56 per centum in addi-
tion of such excess. '

$2.686,000 $3,836,600 upon net estates of $9,000,-
000; and upon net estates in excess of $9,000,000 and
not in excess of $10,000,000, 43 58 per centum in addi-
tion of such excess.

$3-116.000 $4,416,600 upen net estates of $10,000,-
000; and upon net estates in excess of $10,000,000, 46
60 per centum in addition of such excess. '

Note.—As amended by section 405, 1934 act. By section 405(b)
amendment is effective only with respect to transfers of estates of
decedents dying after date of enactment of 1934 act (May 10, 1934).

(c) For the purposes of this section the value of the
net estate shall be determined as provided in Title III of
‘the Revenue Act of 1926, as amended, except that in lieu
of the exemption of $100,000 provided in section
303 (a) (4) of such Act, the exemption shall be $50,000.

Nore—For section 401 of 1934 act (relating to revocable trusts),

see page 162.
SEC. 402. (1932 Act) CREDITS AGAINST TAX.

(a) The credit provided in section 301 (c) of the
Revenue Act of 1926, as amended (80 per centum credit) ,
shall not be allowed in respect of such additional tax.

(b) (1) If a tax has been paid under Title I1I of this
Act on a gift, and thereafter upon the death of the donor
any amount in respect of such gift is required to be included
in the value of the gross estate of the decedent for the pur-
poses of this title, then there shall be credited against the
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tax imposed by section 401 of this Act the amount of the

“tax paid under such Title ITI with respect to so much of the

property which constituted the gift as is included in the
gross estate, except that the amount of such credit (A)
shall not exceed an amount which bears the same ratio to
the tax imposed by section 401 of this Act as the value (at
the time of the gift or at the time of the death, whichever
is lower) of so much of the property which constituted
the gift as is included in the gross estate, bears to the value
of the entire gross estate, and (B) shall not exceed the
amount by which the gift tax paid under Title III of this
Act with respect to so much of the property as constituted
the gift as is included in the gross estate, exceeds the
amount of the credit under section 301 (b) of the Revenue

"Act of 1926, as amended by this Act.

(2) For the purposes of paragraph (1), the amount
of tax paid for any year under Title III of this Act with
respect to any property shall be an amount which bears
the same ratio to the total tax paid for such year as the
value of such property bears to the total amount of net
gifts (computed without deduction of the specific exemp-
tion) for such year. '

Nore—For section 402 of 1934 act (relating to prior taxed prop-
erty), see page 163. .

SEC. 403. (1932 Act) ASSESSMENT, COLLECTION, AND
PAYMENT OF TAX.

Except as provided in section 402, the tax imposed by
section 401 of this Act shall be assessed, collected, and
paid, in the same manner, and shall be subject to the same
provisions of law (including penalties), as the tax imposed
by section 301 (a) of the Revenue Act of 1926, except
that in the case of a resident deeedent citizen or resident of
the United States a return shall be required if the value of
the gross estate at the time of the decedent’s death exceeds
$50,000.

Note.—As amended by section 403 (f) of the 1934 act.
Nore—For section 403 of 1934 act (relating to citizenship and
residence of decedents), see page 165.
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TITLE II—AMENDMENTS TO ESTATE TAX
(1934 Act)

SEC. 401. (1934 Act) REVOCABLE TRUSTS.
Section 302(d) of the Revenue Act of 1926 is amended

to read as follows: :

“(d)(1) To the extent of any interest therewn of which
the decedent has at any time made a transfer, by trust or
otherwise, where the enjoyment thereof was subject at the
date of his death to any change through the ezercise of a
power, either by the decedent alone or in conjunction with
any person, to alter, amend, or revoke, or where the de-
cedent relinquished any such power in contemplation of
his death, except in case of a bona fide sale for an adequate
and full consideration in money or money’s worth.

“(2) For the purposes of this subdivision the power to
alter, amend, or revoke shall be considered to exist on the
date of the decedent’s death even though the exercise of the
power is subject to a precedent giving of notice or even

‘though the alteration, amendment, or revocation takes effect
only on the expiration of a stated period after the exercise
of the power, whether or not on or before the date of the
decedent’ s death notice has been given or the power has been
exercised. In such cases proper adjustment shall be made
representing the interests which would have been excluded
from the power if the decedent had lived, and for such pur-
pose if the notice has not been given or the power has not
been exercised on or before the date of his death, such notice
shall be considered to have been given, or the power exer-
cised, on the date of his death.

“(8) The relinquishment of any such power, not admat-
ted or shown to have been in contemplation of the decedent’s
death, made within two years prior to his death without
such a consideration and affecting the interest or interests
(whether arising from one or more transfers or the creation
of one or more trusts) of any one beneficiary of a value or
aggregate value, at the time of such death, in excess of
85,000, then, to the extent of such excess, such relinquish-
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ment or relinquishments shall, unless shown to the con-
- trary, be deemed to have been made in contemplation of
death within the meaning of this title;”

' Nore.—Section 302(d) of the Revenue Act of 1926, as amended
by the above, reads as follows:

Sec. 302. The value of the gross estate of the decedent shall be de-
, termined by including the value at the time of his death of all prop-
I erty, real or personal, tangible or intangible,* Wherever*situated—:
} * » * x

(d) (1) To the extent of any interest therein of which the de-

. cedent has at any time made a transfer, by trust or otherwise, where
! the enjoyment tﬁereof was subject at the date of his death to any
| change through the exercise of a power, either by the decedent alone
' or in conjunction with any person, to alter, amend, or revoke, or
where the decedent relinquished any such power in contemplation of
his death, except in case of a bona fide sale for an adequate and full
consideration in money or money’s worth.

(2) For the purposes of this subdivision the power to alter, amend,
or revoke shalf be considered to ewist on the date of the decedent’s
death even though the exercise of the power is subject to a precedent
b giving of notive or even though the alteration, amendment, or revo-
oation takes effect only on the ewpiration of a stated period after the
ewercise of the power, whether or not on or before the date of the
decedent’s death notice has been given or the power has been emer-
cised. In such cases proper adjustment shall be made representing
‘the interests which would have been ewcluded from the power if the
decedent had lived, and for such purpose if the notice has not been
given or the power has not been ewercised on or before the date of
his death, such notice shall be considered to have been given, or the
power exercised, on the date of his death.

I () The relinquishment of any such power, not admitted or shown
: to have been in contemplation of the decedent’s death, made within
i two years prior to his dedath but after the enactment of this Aet without
, such a consideration and affecting the interest or interests (whether
arising from one or more transfers or the creation of one or more
trusts) of any one beneficiary of a value or aggregate value, at the
time of such death, in excess of $5,000, then, to the extent of such
i excess, such relinquishment or relinquishments shell be shall, unless
shown to the contrary, be deemed to have been made in contemplation
of death within the meaning of this title;
Note.—For section 401 of 1932 act (relating to imposition of
estate tax) see page 157.

SEC. 402. (1934 Act) PRIOR TAXED PROPERTY.

~ Paragraph (2) of subdivision (a) and paragraph
(2) of subdivision (b) of section 303 of the Revenue Act
of 1926, as amended, are amended by inserting before the
period at the end of the second sentence of each such para-
graph a comma and the following: “ and only if in deter-
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maning the value of the net estate of the prior decedent no
deduction was allowable under this paragraph in respect
of the property or property given in exchange therefor”.

Nore.—Section 303(a) (2) and 303(b)(2) of the Revenue Act of
1926, as amended by the above, read as follows:

Sec. 303. For the purpose of the tax the value of the net estate
shall be determined—

(a) in the case of a resident, by deducting from the value of the

gross estate—
* * * * »- . -

(2) An amount equal to the value of any property (A) fomﬁnia
part of the gross estate situated in the United States of any person who
died within five years prior to the death of the decedent, or (B) trans-
ferred to the decedent by gift within five years prior to his death,
where such property can be identified as having been received by the
decedent from the donor by gift, or from such prior decedent by
gift, bequest, devise, or inheritance, or which can be identified as
having been acquired in exchange for property so received. This
deduction shall be allowed only where a gift tax imposed under the
Revenue Act of 1932, or an estate tax imposed under this or any prior
Act of Congress, was finally determined and paid by or on behalf o,
such donor, or the estate of such prior decedent, as the case may bef
and only in the amount finally determined as the value of such prop-
erty in determining the value of the gift, or the gross estate of such
prior decedent, and only to the extent that the value of such property
1s included in the decedent’s gross estabe estate, and only if in determin~
ing the value of the net estate of the prior decedent no dediction was
allowable under this paragraph in respect of the property or property
given in exchange therefor. Where a deduction was allowed of any
mortgage or other lien in determining the gift tax, or the estate tex
of the prior decedent, which was paid in whole or in part prior to the
decedent’s death, then the deduction allowable under this paragraph
shall be reduced by the amount so paid. The deduction allowable
under this paragraph shall be reduced by an amount which bears the
samne ratio to the amounts allowed as deductions under paragraphs
(1), (3}, and (4) of this subdivision as the amount otherwise deductible
under this paragraph bears to the value of the decedent’s gross estate.
Where the property referred to in this paragraph consists of two or
more items the aggregate value of such items shall be used for the
purpose of computing the deduction.
* * * * * * L]

(b) In the case of a nonresident, by deducting from the value of
that part of his gross estate which at the time of his death is situated
in the United States—

* * * * * * N *®

(2) An amount equal to the value of any property (A) forming &
part of the gross estate situated in the United States of any person who
died within five years prior to the death of the decedent, or (B) trans-
ferred to the decedent by gift within five years prior to his death,
where such property can be identified as having been received by the
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decedent from the donor by gift, or from such prior decedent by gift,
bequest, devise, or inheritance, or which can be identified as having
been acquired in exchange for property so received. This deduction
shall be allowed only where a gift tax imposed under the Revenue Act
of 1932, or an estate tax imposed under this or any prior Act of Con-
gress, was finally determined and paid by or on hehalf of such donor,
or the estate of such prior decedent, as the case may be, and only in
the amount finally determined as the value of such property in
determining the value of the gift, or the gross estate of such rrior
decedent, and only to the extent that the value of such property is
included in that part of the decedent’s gross estate which at the time
of his death is situated in the United States States, and only if in
determining the value of the net estale of the prior decedent no deduction
was allowable under thrs paragraph in respect of the property or property
given in exchange therefor. Where a deduction was allowed of any
mortgage or other lien in determining the gift tax, or the estate tax
of the prior decedent, which was paid in whole or in part prior to the
decedent’s death, then the deduction allowable under this paragraph
shall be reduced by the amount so paid. The deduction allowable
under this paragraph shall be reduced by an amount which bears
the same ratio to the amounts allowed as deductions under para-
graphs (1) and (3) of this subdivision as the amount otherwise de-
ductible under this paragraph bears to the value of that part of the
decedent’s gross estate which at the time of his death is situated in the
United States. Where the property referred to in this paragraph
consists of two or more items the aggregate value of such items shall
be used for the purpose of computing the deduction.

Nore.—See also the amendments to the above provisions made
by sec. 403 of the 1934 Act. .

Note.—For sec. 402 of 1932 Act (relating to credits against estate
tax), see page 160.

SEC. 403. (1934 Act) CITIZENSHIP AND RESIDENCE OF DE-
CEDENTS.

(a) Section 303(a) of the Revenue Act of 1926, as
amended, is amended by striking out ““ In the case of a
resident” and inserting in liew thereof *“ In the case of a
citizen or resident of the United States”.

Nore.—Section 303(a) of the Revenue Act of 1926, as amended
by the above, reads as follows:

Skc. 303. For the purpose of the tax the value of the net estate
shall be determined—

(2) In the case of a citizen or resident of the United States, by

deducting from the value of the gross estate—
( 1) * ® X

(b) Section 303(b) of such Act, as amended, 1is
amended by striking out “ In the case of a nonresident”
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and inserting in lieu thereof *“ In the case of a nonresident
not a citizen of the United States”.

Nore.—Section 303(b) of the Revenue Act of 1926, as amended by
the above, reads as follows:

(b) In the case of a nonresident not a citizen of the United States,
by deducting from the value of that part of his gross estate which
at (th)e ti‘llne‘of llis death is situated in the United States—

1

(c) Section 303(c) of such Act, as amended, 1is
amended by striking out ““ in the case of a nonresident”
and inserting in liew thereof * in the case of a nonresident
not a citizen of the United States”.

Nore—Section 303(c) of the Revenue Act of 1926, as amended by
the above, reads as follows:

(c) No deduction shall be allowed in the case of a nonresident no?
a citizen of the United States unless the executor includes in the
return required to be filed under section 304 the value at the time of
his death of that part of the gross estate of the nonresident not
situated in the United States.

(d) Section 303(d) and (e) of such Act, as
amended, are amended by striking out the phrase * non-
resudent decedent ’ wherever such phrase appears in such
subdivisions and wnserting in liew thereof in each case
“ nonresident not a citizen of the United States”.

Note.—Section 303(d) and (e) of the Revenue Act of 1926, as
amended by the above, reads as follows:

(d) For the purpose of this title, stock in a domestic corporation
owned and held by a nonresident deeedert not a citizen of the Uniled
States shall be deemed property within the United States, and any
property of which the decedent has made a transfer, by trust or other-
wise, within the meaning of subdivision (¢) or (d) of section 302, shall
be deemed to be situated in the United States, if so situated either at
the time of the transfer, or at the time of the decedent’s death, For
the purposes of this title, a relinquishment or promised relinquishment
of dower, curtesy, or of a statutory estate created in lieu of dower or
curtesy, or of other marital rights in the decedent’s property or estate,
shall not be considered to any extent a consideration ‘“in money or
money’s worth.” '

(e) The amount receivable as insurance upon the life of a non-
resident deeedent not @ citizen of the United States, and any moneys
deposited with any person carrying on the banking business, by or for
a nonresident deeedent not a citizen of the United States who was not
engaged in husiness in the United States at the time of his death, shall
réot, for the purpose of this title, be deemed property within the United

tates.

Google



167

(e) Section 304(a) and (b) of such Act, as amended,
are amended by striking out *‘ nonresident "’ wherever such
word appears and inserting in liew thereof in each case
“ nonresident not a citizen of the United States ”.

Nore.—Section 304(a) and (b) of the Revenue Act of 1926, as
amended by the above, reads as follows:

Sec. 804. (a) The executor, within two months after the dece-
dent’s death, or within a like period after qualifying as such, shall
give written notice thereof to the collector. The executor shall also,
at such times and in such manner as may be required by regulations
made pursuant to law, file with the collector a return under oath in
duplicate, setting forth (1) the value of the gross estate of the dece-
dent at the time of his death, or, in case of a nonresident not a citizen
of the United States, of that part of his gross estate situated in the

nited States; (2) the deductions allowed under section 303; (3) the
value of the net estate of the decedent as defined in section 303; and.
(4) the tax paid or payable thereon ; or such part of such information:
as may at the time be ascertainable and such supplemental data as:
~ may be necessary to establish the correct tax.

b) Return shall be made in all cases where the gross estate at
the death of the decedent exceeds $100,000, and in the case of the
estate of every nonresident not a citizen of the United States any
part of whose gross estate is situated in the United States. If the
executor is unable to make a complete return as to any part of the
gross estate of the decedent, he shall include in his return a descrip-
tion of such part and the name of every person holding a legal or
beneficial interest therein, and upon notice from the collector such
person shall in like manner make a return as to such part of the
gross estate.

Nore—For section 403 (f) of the 1934 act, see page 161.

Nore.—For section 408 of 19382 act (relating to assessment, collec-
tion, and payment of .estate tax), see page 161.

SEC. 404. (1934 Act) REAL ESTATE SITUATED OUTSIDE THE
UNITED STATES.

. So much of section 302 of the Revenue Act of 1926 as
reads as follows: ‘“ The value of the gross estate of the
decedent shall be determined by including the value at the
time of his death of all property, real or personal, tangible
or intangible, wherever situated ’ 1s amended to read as
follows: *“ The value of the gross estate of the decedent shall
be determined by including the value at the time of his death
of all property, real or personal, tangible or intangible,
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wherever situated, except real property situated outside the
United States”.

Nore—The amendment to section 302 of the Revenue Act of 1926
made by this section consists of the addition of a comma and the
words “except real property situated outside the United States”.

Note—For section 405 o¥ 1934 act (relating to estate tax rates),
see page 158. :

SEC. 406. (1934 Act) NONDEDUCTIBILITY OF CERTAIN TRANS-
FERS.

Section 303(a) (3) and section 303(b) (3) of the
Revenue Act of 1926, as amended, are amended by insert-
ing after ‘“ individual ”’, wherever appearing therein, a
comma and the following: *‘ and no substantial part of
the activities of which s carrying on propaganda, or
otherwise attempting to influence legislation ”.

Nore.—Section 303(a) of the Revenue Act of 1926, as amended
by the above, reads as follows:

Skec. 303. For the purpose of the tax the value of the net estate shall
be determined— ,

(a) In the case of a resident, by deducting from the value of the
‘gross estate—

* * & * L] & .

(8) The amount of all bequests, legacies, devises, or transfers, to
or for the use of the United States, any State, Territory, any political
subdivision thereof, or the District of Columbia, for exclusively public
purposes, or to or for the use of any corporation organized and oper-
ated exclusively for religious, charitable, scientific, Fiterary, or educa-
tional Furposes, including the éncouragement of art and the preven-
tion of cruelty to children or animals, no part of the net earnings
of which inures to the benefit of any private stockholder or indi-
vidual, and no substantial part of the activities of which i3 carry-
ing on propaganda, or otherwise attempting, to influence legisla-
tion, or to a trustee or trustees, or a fraternal society, order, or as-
sociation operating under the lodge system, but only if such con-
tributions or gifts are to be used by such trustee or trustees, or by
such fraternal society, order, or association, exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the pre-
vention of cruelty to children or animals. If the tax impoﬁiedp by
section 301, or any estate, succession, legacy, or inheritance taxes, are,
either by the terms of the will, by the law of the jurisdiction under
which the estate is administered, or by the law of the jurisdiction
imposing the particular tax, payable in whole or in part out of the
bequests, legacies, or devises otherwise deductible under this para-
graph, then the amount deductible under this paragraph shall be
the amount of such bequests, legacies, or devises reduced by the
amount of such taxes. The amount of the deduction under this
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aragraph for any transfer shall not exceed the value of the trans-
erred property required to be included in the gross estate; and
Section 303(b) (3) of the Revenue Act of 1926, as amended by
the above, reads as follows:
(b) In the case of a nonresident, by deducting from the value of
that part of his gross estate which at the time of his death is situated
in the United States—

* » * * % ® ®

(8) The amount of all bequests, legacies, devises, or transfers, to
or for the use of the United States, any State, Territory, any politi-
cal subdivision thereof, or the District of Columbia, for exclusively
public purposes, or to or for the use of any domestic corporation
organized and operated exclusively for religious, charitable, scientific,
literary, or educational purposes, including the encouragement of
art and the prevention OF cruelty to children or animals, no part of
the net earnings of which inures to the benefit of any private stock- -
holder or individual, and no substantial part of the activities of
which i3 carrying on propaganda, or otherwise attempting, to influ-
ence legislation, or to a trustee or trustees, or a fraternal society
order, or association operating under the lodge system, but only i
such contributions or gifts are to be used within the United States
by such trustee or trustees, or by such fraternal society, order, or
association, exclusively for religious, charitable, scientific, literary,
or educativnal purposes, or for the prevention of cruelty to children
or animals. If the tax imposed by section 301, or any estate, succes-
sion, legacy, or inheritance taxes, are, either by the terms of the
will, by the law of the jurisdiction under which the estate is ad-
ministered, or by the law of the jurisdiction imposing the particu-
lar tax, payable in whole or in part out of the bequests, legacies, or
devises otherwise deductible under this paragraph, then the amount
deductible under this paragraph shall be the amount of such bequests,
legacies, or devises reduced by the amount of such taxes. The amount
of the deduction under this paragraph for any transfer shall not
exceed the value of the transferred property required to be included
in the gross estate.

Nore—See also the amendments made by section 403 of the 1934
act to the above provisions of the 1926 act, as amended.

TITLE III—GIFT TAX
(1932 Act)

SEC. 501. (1932 Act) IMPOSITION OF TAX.

(a) For the calendar year 1932 and each calendar year
thereafter a tax, computed as provided in section 502,
shall be imposed upon the transfer during such calendar
year by any individual, resident or nonresident, of prop-
erty by gift.
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(b) The tax shall apply whether the transfer is in trust
or otherwise, whether the gift is direct or indirect, and
whether the property is real or personal, tangible or in-
tangible; but, in the case of a nonresident not a citizen of
the United States, shall apply to a transfer only if the
property is situated within the United States. The tax
shall not apply to a transfer made on or before the date
of the enactment of this Act.

{e} The tax shell not apply to & transfer of preperty i
trust where the power to revest in the doper title o sueh
property is vested in the denor; either alone of in eonjune-
tion with any person not having o substantial adverse -
terest in the dispesition of suehb property er the ineeme
therefrom, but the relinguishment or termination of suoh
power {other then by the doner’s death) shall be eonsid-
ered to be o transfer by the doner by gift of the property
subjeet to sueh power; and eny payment of the ineeme
therefrom to & benefieinry other than the dener shall be -
considered to be & transfer by the doner of sueh ineome
by gift:

Nore—This subsection repealed by section 511 of 1934 act.

Nore—For section 501 of 1934 act (relating to period of petition
40 board under prior acts), see page 197.

SEC. 502. (1932 Act) COMPUTATION OF TAX,

The tax for each calendar year shall be an amount equal

to the excess of—
(1) a tax, computed in accordance with the Rate

Schedule hereinafter set forth, on the aggregate sum
of the net gifts for such calendar year and for each of

the preceding calendar years, over
(2) a tax, computed in accordance with the Rate

Schedule, on the aggregate sum of the net gifts for each
of the preceding calendar years.

GirT TaxX RATE SCHEDULE

Upon net gifts not in excess of $10,000, three-fourths
of 1 per centum.
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$75 upon net gifts of $10,000; and upon net gifts in
excess of $10,000 and not in excess of $20,000, 1 per

" cenitum in addition of such excess.

$225 upon net gifts of $20,000; and upon net gifts in
excess of $20,000 and not in excess of $30,000, 2% per
centum in addition of such excess.

$450 upon net gifts of $30,000; and upon net gifts in
excess of $30,000 and not in excess of $40,000, 3 per
centum in addition of such excess.

$750 upon net gifts of $40,000; and upon net gifts in
excess of $40,000 and not in excess of $50,000, 32 per
centum in addition of such excess.

$1,125 upon net gifts of $50,000; and upon net gifts in
excess of $50,000 and not in excess of $300;000 $70,000,
& 5% per centum in addition of such excess.

$2,175 upon net gifts of $70,000; and upon net gifts in
excess of $70,000 and not in excess of $100,000, 63 per
centum 1n addition of such excess.

$3,625 $4,200 upon net gifts of $100,000; and upon

- net gifts in excess of $100,000 and not in excess of

$200,000, 64 9 per centum in addition of such excess.
$40:125 $13,200 upon net gifts of $200,000; and upon
net gifts in excess of $200,000 and not in excess of
$400,000, 8 712 per centum in addition of such excess.
- $26;125 $37,200 upon net gifts of $400,000; and upon
net gifts in excess of $400,000 and not in excess of
$600,000, 84 744 per centum in addition of such excess.
$45,125 $65,700 upon net gifts of $600,000; and upon
net gifts in excess of $600,000 and not in excess of
$800,000, ++ 163} per centum in addition of such excess.
$6%125 $98,700 upon net gifts of $800,000; and upon
net gifts in excess of $800,000 and not in excess of
$1,000,000, ¥2% 782 per centum in addition of such
excess.
$02:125 $136,200 upon net gifts of $1,000,000; and
upon net gifts in excess of $1,000,000 and not in excess

of $1,500,000, 34 21 per centum in addition of such
excess. J
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$162.125 $241,200 upon net gifts of $1,500,000;
. and upon net gifts in excess of $1,500,000 and not in
excess of $2,000,000, +5+ 233 per centum in addition
of such excess. '
$239.625 $357,450 upon net gifts of $2,000,000;
and upon net gifts in excess of $2,000,000 and not in
excess of $2,500,000, 7 254 per centum in addition of
such excess. |
$324-625 $484,950 upon net gifts of $2,500,000;
and upon net gifts in excess of $2,500,000 and not in
excess of $3,000,000, 384 27% per centum in addition
of such excess.
$417.125 $623,700 upon net gifts of $3,000,000;
and upon net gifts in excess of $3,000,000 and not in
excess of $3,500,000, 20 30 per centum in addition of
such excess. :
$5171256 $773,700 upon net gifts of $3,500,000;
and upon net gifts in excess of $3,500,000 and not in
excess of $4,000,000, 244 323 per centum in addition
of such excess. \
$624.625 $934,950 upon net gifts of $4,000,000;
and upon net gifts in excess of $4,000,000 and not in
excess of $4,500,000, 28 34} per centum in addition of
such excess.
$739.625 $1,107,450 upon net gifts of $4,500,000;
and upon net gifts in excess of $4,500,000 and not in
excess of $5,000,000, 24+ 36 per centum in addition of
such excess. ' ‘
$862:125 $1,287,450 upon net gifts of $5,000,000;
and upon net gifts In excess of $5,000,000 and not in
excess of $6,000,000, 26 374 per centum in addition of
such excess. :
$1-122.195 $1,662,450 upon net gifts of $6,000,000;
and upon net gifts in excess of $6,000,000 and not in
excess of $7,000,000, 271 39 per centum in addition of
such- excess. '
$1-397-125 $2,052,450 upon net gifts of $7,000,000;
and upon net gifts in excess of $7,000,000 and not in
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excess of $8,000,000, 28 40} per centum in addition of
such excess.

$1,687:125 $2,457,450 upon net gifts of $8,000,000;
and upon net gifts in excess of $8,000,000 and not in
excess of $9,000,000, 364 42 per centum in addition of
such excess.

$1;992:125 $2,877,450 upon net gifts of $9,000,000;
and upon net gifts in excess of $9,000,000 and not in
excess of $10,000,000, 32 43% per centum in addition
of such excess.

$2.312-195 $3,312,450 upon net gifts of $10,000,-
- 000; and upon net gifts in excess of $10,000,000, 334
45 per centum in addition of such excess.

Nore—As amended by section 520(a) of the 1934 act. Section
5209)) of the 1934 act reads as follows:

(5) The amendment made by subsection (@) of this section shall
be applied in computing the taw for the calendar year 1995 and each
calendar year thereafter (but not the taw for the calendar year
1984 or a previous calendar year), and such amendment shall be
applied in all computations in respect of the calendar year 193}
and previous calendar years for the purpose of computing the tax
for the calendar year 1935 or any calendar year thereafter.

Nore.—For section 502 of 1934 act (relating to recovery of
amounts erroneously refunded), see page 199.

SEC. 503. (1932 Act) TRANSFER FOR LESS THAN ADE-
QUATE AND FULL CONSIDERATION.

Where property is transferred for less than an adequate
and full consideration in money or money’s worth, then
the amount by which the value of the property exceeded
the value of the consideration shall, for the purpose of the
tax imposed by this title, be deemed a gift, and shall be
included in computing the amount of gifts made during
the calendar year.

. Nore—For section 503 of 1934 act (relating to statute of limita-
tions on suits for refund), see page 200.

SEC. 504. (1932 Act) NET GIFTS.

(a) GENERAL DEFINITION.—The term “ net gifts ”’
means the total amount of gifts made during the calendar

year, less the deductions provided in section 505.
87180—84——12
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(b) Grrrs Less THAN $5,000.—In the case of gifts
(other than of future interests in property) made to any
person by the donor during the calendar year, the first
$5,000 of such gifts to such person shall not, for the pur-
poses of subsection (a), be included in the total amount
of gifts made during such year.

Nore—For section 504 of 1934 act (relating to overpayments
found by board), see page 201.

SEC. 505. (1932 Act) DEDUCTIONS.

In computing net gifts for any calendar year there shall
be allowed as deductions: :
(a) RESIDENTS.—In the case of a citizen or resident—
(1) SPECIFIC EXEMPTION.—An exemption of
$50,000, less the aggregate of the amounts claimed and
allowed as specific exemption for preceding calendar
years.
(2) CHARITABLE, ETC., GIFTS.—The amount of all
gifts made during such year to or for the use of—

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

(B) a corporation, or trust, or community chest,
fund, or foundation, organized and operated exclu-
sively for religious, charitable, scientifie, literary, or
educational purposes, including the encouragement
of art and the prevention of cruelty to children or
animals; no part of the net earnings of which inures
to the benefit of any private shareholder or individual,
and no substantial part of the activities of which is
carrying on propaganda, or otherwise attempting, to
wmfluence legislation ;

Nore—Amendment made by section 517(a) of 1934 act.

(C) a fraternal society, order, or association,

operating under the lodge system, but only if such

‘gifts are to be used exclusively for religious, chari-
table, scientifie, literary, or educational purposes,
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including the encouragement of art and the preven-

tion of cruelty to children or animals;

(D) posts or orga,mzatmns of war veterans, or
a,ux.lhary units or societies of any such posts or organ-
izations, if such posts, organizations, units, or societies
are organized in the United States or any of its
possessions, and if no part of their net earnings inures
to the benefit of any private shareholder or
individual ;

(E) the special fund for vocational rehabilitation
authorized by section 12 of the World War Veterans’
Act, 1924.

(b) NoONRESIDENTS.—In the case of & nonresident not
a citizen of the United States, the amount of all gifts made
during such year to or for the use of—

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

(2) a domestic corporation organized and operated
exclusively for religious, charitable, scientific, literary,
or educational purposes, including the encouragement
of art and the prevention of cruelty to children or
animals, and no substantial part of the activities of which
i8 carrying on propaganda, or otherwise attempting, to
influence legislation ; no part of the net earnings of which
inures to the benefit of any private shareholder or

‘individual;
Note.—Amendment made by section 517(a) of 1934 act.

(3) atrust, or community chest, fund, or foundation,
organized and operated exclusively for religious, chari-
table, scientific, literary, or educational purposes, in-
cluding the encouragement of art and the prevention of
cruelty to children or animals, no substantial part of the
actiities of which is carrying on propaganda, or other-
wise attempting to influence legislation ; but only if such
gifts are to be used within the United States exclusively
for such purposes;

Nore.—Amendment made by section 517(b) of 1934 act.
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(4) a fraternal society, order, or association, oper-
ating under the lodge system, but only if such gifts are
to be used within the United States exclusively for re-
ligious, charitable, scientific, literary, or educational
purposes, including the encouragement of art and the
prevention of cruelty to children or animals;

(5) posts or organizations of war veterans, or-auxil-
iary units or societies of any such posts or organizations,
if such posts, organizations, units, or societies are or- .
ganized in the United States or any of its possessions,
and if no part of their net earnings inures to the benefit
of any private shareholder or individual;

. (6) the special fund for vocational rehabilitation

authorized by section 12 of the World War Veterans’

Act, 1924.

(¢) The deductions provided in subsection (a) (2)
or (b) shall be allowed only to the extent that the gifts
therein specified are included in the amount of gifts
against which such deductions are applied.

Norte—For section 505 of 1934 act (relating to bankruptcy and
receiverships), see page 203.

SEC. 506. (1932 Act) GIFTS MADE IN PROPERTY.

If the gift is made in property, the value thereof at the
date of the gift shall be considered the amount of the gift.

Nore—For section 506 of 1934 act (relating to retroactivity of
regulations, etc.), see page 205.

SEC. 507. (1932 Act) RETURNS.

(a) REQUIREMENT.—Any individual who within the
calendar year 1932 or any calendar year thereafter makes
any transfers by gift (except those which under section
504 are not to be included in the total amount of gifts for
such year) shall make a return under oath in duplicate.
The return shall set forth (1) each gift made during the
calendar year which under section 504 is to be included in
computing net gifts; (2) the deductions claimed and
allowable under section 505; (3) the net gifts for each of

Google



177

the preceding calendar years; and (4) such further infor-
mation as may be required by regulations made pursuant
to law.
~(b) TiME AND PLACE FOR F1LIiNG.—The return shall
be filed on or before the 15th day of March following the
close of the calendar year with the collector for the district
in which is located the legal residence of the donor, or if he
has no legal residence in the United States, then (unless
the Commissioner designates another district) with the
collector at Baltimore, Maryland.

Nore.—For section 507 of 1934 act (relating to examination of
books and witnesses), see page 205.

SEC. 508. (1932 Act) RECORDS AND SPECIAL RETURNS.

(a) By DoNor.—Every person liable to any tax im-
posed by this title or for the collection thereof, shall keep
" such records, render under oath such statements, make
such returns, and comply with such rules and regulations,
as the Commissioner, with the approval of the Secretary,
may from time to time prescribe. -

(b) To DErERMINE LiaBILITY T0 TAX.—Whenever
in the judgment of the Commissioner necessary he may
réquire any person, by notice served upon him, to make a
return, render under oath such statements, or keep such
records, as the Commissioner deems sufficient to show
whether or not such person is liable to tax under this title.

Nore—For section 508 of 1934 act (relating to sale of personal
property under distraint), see page 206.

SEC. 509. (1932 Act) PAYMENT OF TAX.

(a) TiME oF PaymMENT.—The tax imposed by this
title shall be paid by the donor on or before the 15th day of
March following the close of the calendar year.

(b) ExXTENSION OF TIME FOR PAYMENT.—A{ the
request of the donor, the Commissioner may extend the
time for payment of the amount determined as the tax by
the donor, for a period not to exceed six months from the
date prescribed for the payment of the tax. In such case
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the amount in respect of which the extension is granted
shall be paid on or before the date of the expiration of the
period of the extension.

(¢) VOLUNTARY ADVANCE PAYMENT.—A tax im~

posed by this title, may be paid, at the election of the donor,

prior to the date prescribed for its payment.

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

(e} REcEIPTS.—The collector to whom any payment
of any gift tax is made shall, upon request, grant to the
person making such payment a receipt therefor.

Note—For section 509 of 1934 act (relating to discharge of liens),
see page 207.

SEC. 510. (1932 Act) LIEN FOR TAX.

The tax imposed by this title shall be a lien upon all
glfts made during the calendar year, for ten years from the
time the gifts are made. If the tax is not paid when due,
the donee of any gift shall be personally liable for such tax
to the extent of the value of such gift. Any part of the
property comprised in the gift sold by the donee to a bona
fide purchaser for an adequate and full consideration in
money or money’s worth shall be divested of the lien
herein imposed and the lien, to the extent of the value of
such gift, shall attach to all the property of the donee
(including after-acquired property) except any part sold
to a bona fide purchaser for an adequate and full consid-
eration in money or money’s worth. If the Commissioner
is satisfied that the tax liability has been fully discharged
or provided for, he may, under regulations prescribed by
him with the approval of the Secretary, issue his certifi-
cate, releasing any or all of the property from the lien
herein imposed.

Nore.—For section 510 of 1934 act (relating to jeopardy assess-
ments), see page 287, ,
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SEC. 511. (1932 Act) EXAMINATION OF RETURN AND DE-
TERMINATION OF TAX.

As soon as practicable after the return is filed the Com-
missioner shall examine it and shall determine the correct
amount of the tax.

Nore.—For section 511 of 1934 act (relating to gifts of property
subject to power), see page 170.

SEC. 512. (1932 Act) DEFINITION OF DEFICIENCY.

As used in this title in respect of the tax imposed by this
title the term “deficiency ” means—

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

(2) If no amount is shown as the tax by the donor
upon his return, or if no return is made by the donor,
then the amount by which the tax exceeds the amounts
previously assessed (or collected without assessment )
as a deficiency; but such amounts previously assessed,
or collected without assessment, shall first be decreased
by the amounts previously abated, refunded, or other-
wise repaid in respect of such tax.

Nore.—For section 512 of 1934 act (relating to general counsel for
the Treasury), see page 208.

SEC. 513. (1932 Act) ASSESSMENT AND COLLECTION OF
DEFICIENCIES.

(a) PeTITION TO BOoARD OF TAX APPEALS.—II the
Commissioner determines that there is a deficiency in
respect of the tax imposed by this title, the Commissioner
is authorized to send notice of such deficiency to the donor
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by registered mail. Within 66 90 days after such notice
is mailed (not counting Sunday or a legal holiday in the
District of Columbia as the sixtieth ninetieth day), the
donor may file a petition with the Board of Tax Appeals
for a redetermination of the deficiency. No assessment of
a deficiency in respect of the tax imposed by this title and
no distraint or proceeding in court for its collection shall
be made, begun, or prosecuted until such notice has been
mailed to the donor, nor until the expiration of such 66~
day 90-day period, nor, if a petition has been filed with the
Board, until the decision of the Board has become final.
Notwithstanding the provisions of section 3224 of the Re-
vised Statutes the making of such assessment or the begin-
ning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in
the proper court. ~

For exceptions to the restrictions imposed by this sub-
section see—

(1) Subsection (d) of this section, relating to
waivers by the donor;

(2) Subsection (f) of this section, relating to noti-
fications of mathematical errors appearing upon the face
of the return;

(3) Section 514, relating to jeopardy assessments;

(4) Section 5186, relating to bankruptecy and receiv-
erships; and

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

Nore.~—As amended by section 501 of 1984 act. Amendment effec-
tive only with respect to notices mailed after date of enactment of
1984 act (May 10, 1934).

(b) CorrLecTioN oF Dzrriciency Founp By
Boarp.—If the donor files & petition with the Board, the
entire amount redetermined as the deficiency by the deci-
sion of the Board which has become final shall be assessed
and shall be paid upon notice and demand from the col-
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lector. No part of the amount, determined as a deficiency
by the Commissioner but disallowed as such by the deci-
sion of the Board which has become final shall be assessed
or be collected by distraint or by proceeding in court with
or without assessment.

(c) FaLure 10 F1LE PrrrTioN.—If the donor does
not file a petition with the Board within the time pre-
scribed in subsection (a) the deficiency, notice of which
bas been mailed to the donor, shall be assessed, and shall
be paid upon notice and demand from the collector.

(d) Warver or RestrICTIONS.—The donor shall at
any time have the right, by a signed notice in writing filed
with the Commissioner, to waive the restrictions provided
in subsection (a) on the assessment and collection of the
whole or any part of the deficiency.

(e) INcrEASE OF DEFICIENCY AFTER NOTICE
MarLeDp.—The Board shall have jurisdiction to redeter-
mine the correct amount of the deficiency even if the
amount so redetermined is greater than the amount of the
deficiency, notice of which has been mailed to the donor,
and to determine whether any additional amount or addi-
tion to the tax should be assessed, if claim therefor is
asserted by the Commissioner at or before the hearing or
a rehearing.

(f) Furraer DEFIcIENCY LETTERS RESTRICTED.—
If the Commissioner has mailed to the donor notice of a
deficiency as provided in subsection (a) of this section,
and the donor files a petition with the Board within the
time prescribed in such subsection, the Commissioner shall
have no right to determine any additional deficiency in
respect of the same calendar year, except in the case of
fraud, and except as provided in subsection (e) of this
section, relating to assertion of greater deficiencies before
the Board, or in section 514 (c), relating to the making
of jeopardy assessments. If the donor is notified that,
on account of a mathematical error appearing upon the
face of the return, an amount of tax in excess of that shown
upon the return is due, and that an assessment of the tax

Go 3[-3



182

has been or will be made on the basis of what would have
been the correct amount of tax but for the mathematical
error, such notice shall not be considered (for the pur-
poses of this subsection, or of subsection (a) of this sec-
tion, prohibiting assessment and collection until notice of
deficiency has been mailed, or of section 528 (c), pro-
hibiting credits or refunds after petition to the Board of
Tax Appeals) as a notice of a deficiency, and the donor
shall have no right to file a petition with the Board based
on such notice, nor shall such assessment or collection be
prohibited by the provisions of subsection {(a) of this
section.

(g) JurispicTioy OvER OTHER CALENDAR
YEARS.—The Board in redetermining a deficiency in re-
spect of any calendar year shall consider such facts with
relation to the taxes for other calendar years as may be
necessary correctly to redetermine the amount of such
deficiency, but in so doing shall have no jurisdiction to
determine whether or not the tax for any other calendar
year has been overpaid or underpaid.

(bh) Finawn DEcisioNs oF Boarp.—For the purposes
of this title the date on which a decision of the Board

becomes final shall be determined according to the pro-

visions of section 1005 of the Revenue Act of 19286.
(i) ExtENsION OF TIME FOR PAYMENT OF DEFI-

CIENCIES.—Where it is shown to the satisfaction of the .

Commissioner that the payment of a deficiency upon the
date prescribed for the payment thereof will result in un-
due bardship to the donor the Commissioner, with the
approval of the Secretary (except where the deficiency is
due to negligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may
grant an extension for the payment of such deficiency or
any part thereof for a period not in excess of eighteen
months, and, in exceptional cases, for a further period not
in excess of twelve months. If an extension is granted,
the Commissioner may require the donor to furnish a bond
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in such amount, not exceeding double the amount of the
deficiency, and with such sureties, as the Commissioner
deems necessary, conditioned upon the payment of the
deficiency in accordance with the terms of the extension.

(j) ADDRESS FOR NOTICE OF DEFICIENCY.—In the
absence of notice to the Commissioner under section
527 (a) of the existence of a fiduciary relationship, notice
of a deficiency in respect of a tax imposed by this title, if
mailed to the donor at his last known address, shall be
sufficient for the purposes of this title even if such donor
is deceased, or is under a legal disability.

Nore.—For section 513 of 1934 act (relating to assistants in the
Treasury), see page 209.

SEC. 514. (1932 Act) JEOPARDY ASSESSMENTS.

(a) AUTHORITY FOR MARING.—If the Commissioner
believes that the assessment or collection of a deficiency
will be jeopardized by delay, he shall immediately assess
such deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) and
notice and demand shall be made by the collector for the
payment thereof. .

(b) DEFiciENCY LETTERS.—If the jeopardy assess-
ment is made before any notice in respect of the tax to
twhich the jeopardy assessment relates has been mailed
under section 513 (a), then the Commissioner shall mail
2 notice under such subsection within 60 days after the
making of the assessment.

(c) AMOUNT ASSESSABLE BEFORE DECISION OF

BoaArp.—The jeopardy assessment may be made in re-

spect of a deficiency greater or less than that notice of
which has been mailed to the donor, despite the provisions
of section 513 (f) prohibiting the determination of addi-
tional deficiencies, and whether or not the donor has there-
tofore filed a petition with the Board of Tax Appeals. The
Commissioner shall notify the Board of the amount of such
assessment, if the petition is filed with the Board before
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the making of the assessment or is subsequently filed, and
the Board shall have jurisdiction to redetermine the entire
amount of the deficiency and of all amounts assessed at the
same time in connection therewith.

(d) AMOUNT ASSESSABLE AFTER DECISION OF
Boarp.—If the jeopardy assessment is made after the
decision of the Board is rendered such assessment may be
made only in respect of the deficiency determined by the
Board in its decision.

(e) EXPIRATION OF RIGHT TO ASSESS.—A jeopardy
assessment may not be made after the decision of the Board
has become final or after the donor has filed a petition for
review of the decision of the Board.

(f) Boxnp 10 STAY COLLECTION.—When a jeopardy
assessment has been made the donor, within 10 days after
notice and demand from the collector for the payment of
the amount of the assessment, may obtain a stay of col-
lection of the whole or any part of the amount of the assess-
ment by filing with the collector a bond in such amount,
not exceeding double the amount as to which the stay is
desired, and with such sureties, as the collector deems
necessary, conditioned upon the payment of so much of
the amount, the collection of which is stayed by the bond,
as is not abated by a decision of the Board which has
become final, together with interest thereon as provided
in section 523 or 524 (b) (4).

(g) SameE—FurrHER CoNDITIONS.—If the bond is
given before the donor has filed his petition with the Board
under section 513 (a), the bond shall contain a further
condition that if a petition is not filed within the period
provided in such subsection, then the amount the collec-
tion of which is stayed by the bond will be paid on notice
and demand at any time after the expiration of such period,
together with interest thereon at the rate of 6 per centum
per annum from the date of the jeopardy notice and demand
to the date of notice and demand under this subsection.

(h) WAIVER OF STAY.—Upon the filing of the bond
the collection of so much of the amount assessed as is cov-
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ered by the bond shall be stayed. The donor shall have
the right to waive such stay at any time in respect of the
whole or any part of the amount covered by the bond, and
if as a result of such waiver any part of the amount covered
by the bond is paid, then the bond shall, at the request of
the donor, be proportionately reduced. If the Board deter-
mines that the amount assessed is greater than the amount
which should have been assessed, then when the decision of
the Board is rendered the bond shall, at the request of the
donor, be proportionately reduced.

(i) CorrEcTioN OF UNPAID AMOUNTS.—When the
petition has been filed with the Board and when the amount
which should have been assessed Lias been determined by
a decision of the Board which has become final, then any
unpaid portion, the collection of which has been stayed by
the bond, shall be collected as part of the tax upon notice
and demand from the collector, and any remaining portion
of the assessment shall be abated. If the amount already
collected exceeds the amount determined as the amount
which should have been assessed, such excess shall be cred-
ited or refunded as provided in section 528, without the
filing of claim therefor. If the amount determined as the
amount which should have been assessed is greater than
the amount actually assessed, then the difference shall be
assessed and shall be collected as part of the tax upon
notice and demand from the collector.

Note.—For section 514 of 1934 act (relating to illegally produced
petroleum), see page 210,

SEC. 515. (1932 Act) CLAIMS IN ABATEMENT.

~ No claim in abatement shall be filed in respect of any
assessment in respect of any tax imposed by this title.
Nore—For section 515 of 1934 act (relating to postal rates), see
‘page 284.
SEC. 516. (1932 Act) BANKRUPTCY AND RECEIVERSHIPS.

(a) IMMEDIATE AssEsSMENT.—Upon the adjudica-
tion of bankruptcy of any donor in any bankruptcy pro-
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ceeding or the appointment of a receiver for any donor
in any receivership proceeding before any court of the
United States or, of any State or Territory or of the Distriet
of Columbia, any deficiency (together with all interest,
additional amounts, or additions to the tax provided for
by law) determined by the Commissioner in respect of a
tax imposed by this title upon such donor shall, despite the
restrictions imposed by section 513 (a) upon assessments
be immediately assessed if such deficiency has not thereto-
fore been assessed in accordance with law. Claims for
the deficiency and such interest, additional amounts and
additions to the tax may be presented, for adjudication in
accordance with law, to the court before which the bank-
ruptey or receivership proceeding is pending, despite the
pendency of proceedings for the redetermination of the
deficiency in pursuance of a petition to the Board; but no
petition for any such redetermination shall be filed with
the Board after the adjudication of bankriptey or the
appointment of the receiver.

(b) Unpaip CLAIMS.—Any portion of the claim
allowed in such bankruptey or receivership proceeding .
which is unpaid shall be paid by the donor upon notice and
demand from the collector after the termination of such.
proceeding, and may be collected by distraint or proceed-
ing in court within six years after termination of such pro-
ceeding. Extensions of time for such payment may be
had in the same manner and subject to the same provisions
and limitations as are provided in sections 513 (i),
521 (b), and 524 (b) (3) in the case of a deficiency in a
tax imposed by this title.

Nore—For section 516 of 1934 act (relating to commissioner as:
party to suit), see page 211.

SEC. 517. (1932 Act) PERIOD OF LIMITATION UPON
ASSESSMENT AND COLLECTION.

(a) GENERAL RULE.—Except as provided in subsec~
tion (b), the amount of taxes imposed by this title shall be
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assessed within three years after the return was filed, and
no proceeding in court without assessment for the collec-
tion of such taxes shall be begun after the expiration of
three years after the return was filed.

(b) EXCEPTIONS—

(1) FALSE RETURN OR NO RETURN.—In the case
of a false or fraudulent return with intent to evade tax
or of a failure to file a return the tax may be assessed,
or a proceeding in court for the collection of such tax
may be begun without assessment, at any time.

(2) COLLECTION AFTER ASSESSMENT.—Where the
assessment of any tax imposed by this title has been
made within the statutory period of himitation properly
applicable thereto, such tax may be collected by dis-
traint or by a proceeding in court, but only if begun (1)
within six years after the assessment of the tax, or (2)
prior to the expiration of any period for collection agreed
upon in writing by the Commissioner and the donor.

Nore—For section 517 of 1934 act (relating to nondeductibility
of certain gifts), see pages 174 and 175.

SEC. 518. (1932 Act) SUSPENSION OF RUNNING OF
STATUTE.

The running of the statute of limitations provided in sec-
tion 517 on the making of assessments and the beginning of
distraint or a proceeding in court for collection, in respect
of any deficiency, shall (after the mailing of a notice under
section 513 (a)) be suspended for the period during
which the Commissioner is prohibited from making the
assessment or beginning distraint or a proceeding in court
(and in any event, if a proceeding in respect of the de-
ficiency is placed on the docket of the Board, until the
decision of the Board becomes final), and for 60 days
thereafter.

. Note.—For section 518 of 1934 act (relating to liability of fidu-
clary), see page 212.
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SEC. 519. (1932 Act) ADDITIONS TO THE TAX IN CASE OF
FAILURE TO FILE RETURN.

In case of any failure to make and file a return required
by this title, within the time prescribed by law or pre-
scribed by the Commissioner in pursuance of law, 25 per
centum of the tax shall be added to the tax, except that
when a return is filed after such time and it is shown that
the failure to file it was due to reasonable cause and not
due to willful neglect no such addition shall be made to
the tax. The amount so added to any tax shall be col-
lected at the same time and in the same manner and as a
part of the tax unless the tax has been paid before the dis-
covery of the neglect, in which case the amount so added
shall be collected in the same manner as the tax. The
amount added to the tax under this section shall be in lien
of the 25 per centum addition to the tax provided in section
3176 of the Revised Statutes, as amended.

Nore—For section 519 of 1934 act (relating to venue for appeals
from board), see page 213.

SEC. 520. (1932 Act) ADDITIONS TO THE TAX IN CASE OF
DEFICIENCY.

(a) NEGLIGENCE.—If any part of any deficiency is
due to negligence, or intentional disregard of rules and
regulations but without intent to defraud, 5 per centum of
the total amount of the deficiency (in addition to such
deficiency) shall be assessed, collected, and paid in the
same manner as if it were a deficiency, except that the pro-
visions of section 522, relating to interest on deficiencies,
shall not be applicable. :

(b) Fraup.—If any part of any deficiency is due to
fraud with intent to evade tax, then 50 per centum of the
total amount of the deficiency (in addition to such defici-
ency) shall be so assessed, collected, and paid, in lieu of the
50 per centum addition to the tax provided in section 3176
of the Revised Statutes, as amended.

Nore—For section 520 of 1934 act (relating to gift tax rates), see
page 170,
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SEC. 521. (1932 Act) INTEREST ON EXTENDED PAYMENTS.

(2) Tax SHOWN ON RETURN.—If the time for pay-
ment of the amount determined as the tax by the donor is
extended under the authority of section 509 (b), there
shall be collected as a part of such amount, interest thereon
at thie rate of 6 per centun per annum from the date when
such payment should have been made if no extension had
been granted, until the expiration of the period of the
extension.

(b) DerrcieENcY.—In case an extension for the pay-

ment of a deficiency is granted, as provided in section 513
(i), there shall be collected, as a part of the tax, interest
on the part of the deficiency the time for payment of which
is so extended, at the rate of 6 per centum per annum for
the period of the extension, and no other interest shall be
collected on such part of the deficiency for such period.

SEC. 522. (1932 Act) INTEREST ON DEFICIENCIES.

Interest upon the amount determined as a deficiency
shall be assessed at the same time as the deficiency, shall be
paid upon notice and demand from the collector, and shall
be collected as a part of the tax, at the rate of 6 per centum
per annum from the due date of the tax to the date the
deficiency is assessed, or, in the case of a waiver under
section 513 (d), to the thirtieth day after the filing of
such waiver or to the date the deficiency is assessed
whichever is the earlier.

SEC. 523. (1932 Act) INTEREST ON JEOPARDY ASSESS-
e MENTS.

In the case of the amount collected under section 514
(f) there shall be collected at the same time as such
amount, and as a part of the tax, interest at the rate of 6
per centum per annum upon such amount from the date
of the jeopardy notice and demand to the date of notice

and demand under section 514 (i), or, in the case of the
87180—34——13 . . -
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amount collected in excoss of the amount of the jeopardy.
assessment, interest as provided in section 522.

SEC. 524. (1932 Act) ADDITIONS TO THE TAX IN CASE OF
' NONPAYMENT.

(a) TAx SHOWN ON RETURN— :

(1) PAYMENT XNOT EXTENDED.—Where the
amount determined by the donor as the tax imposed by
this title, or any part of such amount, is not paid on
the due date of the tax, there shall be collected as a part

. .of the tax, interest upon such unpaid amount at the rate
of 1 per centum a month from the due date until it is
paid. -

(2) PAYMENT EXTENDED.—Where an extension of
time for payment of the amount so determined as the
tax by the donor has been granted, and the amount the
time for payment of which has been extended, and the
interest thereon determined under section 521 (a), is
not paid in full prior to the expiration of the period of
the extension, then, in lieu of the interest provided for
in paragraph (1) of this subsection, interest at the rate
of 1 per centum a month shall be collected on such
unpaid amount from the date of the expiration of the
period of the extension until it is paid.

(b) DEFICIENCY—

(1) PAYMENT NOT EXTENDED.—Where a defi-
ciency, or any interest assessed in connection therewith
under section 522, or any addition to the tax provided
for in section 3176 of the Revised Statutes, is not paid
in full within 10 days from the date of notice and
demand from the collector, there shall be collected as
part of the tax, interest upon the unpaid amount at the
rate of 1 per centum a month from the date of such
notice and demand until it is paid.

(2) FiviNe oF JEOPARDY BOND.—If a bond is filed,
as provided in section 514, the provisions of paragraph

(1) of this subsection shall not apply to the amount
covered by the bond.
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(3) PaYmMENT EXTENDED.—If the part of the
deficiency the time for payment of which is extended as
provided in section 513 (i) is not paid in accordance
with the terms of the extension, there shall be collected,
as a part of the tax, interest on such unpaid amount at
the rate of 1 per centum a month for the period from the
time fixed by the terms of the extension for its payment
until it is paid, and no other interest shall be collected
on such unpaid amount for such period.

(4) JEOPARDY ASSESSMENT—PAYMENT STAYED
BY BOND.—If the amount included in the notice and
demand from the collector under section 514 (i) is not
paid in full within 10 days after such notice and demand,
then there shall be collected, as part of the tax, interest
upon the unpaid amount at the rate of 1 per centum a
month from the date of such notice and demand until
it is paid.

(5) INTEREST IN CASE OF BANKRUPTCY AND RE-
CEIVERSHIPS.—If the unpaid portion of the claim al-
lowed in a bankruptcy or receivership proceeding, as
provided in section 516, is not paid in full within 10
days from the date of notice and demand from the col-
lector, then there shall be eollected as a part of such
amount interest upon the unpaid portion thereof at the
rate of 1 per centum a month from the date of such
notice and demand until payment.

SEC. 525. (1932 Act) PENALTIES.

(2) Any person required under this title to pay any tax,
or required by law or regulations made under authority
thereof to make a return, keep any records, or supply any
information, for the purposes of the computation, assess-
ment, or collection of any tax imposed by this title, who
willtully fails to pay such tax, make such return, keep
such records, or supply such information, at the time or
times required by law or regulations, shall, in addition to
other penalties provided by law, be guilty of a misde-
meanor and, upon conviction thereof, be fined not more
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than $10,000, or imprisoned for not more than one year,
or both, together with the costs of prosecution.

(b) Any person who willfully attempts in any manner
to evade or defeat any tax imposed by this title or the pay-
ment thereof, shall, in addition to other penalties provided
by law, be guilty of a felony and, on conviction thereof,
be fined not more than $10,000, or imprisoned for not
more than five years, or both, together with the costs of
prosecution,

SEC. 526. (1932 Act) TRANSFERRED ASSETS.

(a) METHOD OF COLLECTION.—The amounts of the
following liabilities shall, except as hereinafter in this sec-
tion provided, be assessed, collected, and paid in the same
manner and subject to the same provisions and limitations
as in the case of a deficiency in the tax imposed by this title

(including the provisions in case of delinquency in pay-
ment after notice and demand, the provisions anthorizing
distraint and proceedings in court for collection, and the .
provisions prohibiting claims and suits for refunds) :

(1) TraNSFEREES.—The liability, at law or in
equity, of a transferee of property of a donor, in respect
of the tax (including interest, additional amounts, and
additions to the tax provided by law) imposed by this

-~ title.

(2) Fmuciaries.—The liability of a fiduciary
under section 3467 of the Revised Statutes [U. S. C,,
title 31, sec. 192 ] in respect of the payment of any such
tax from the estate of the donor.

Any such liability may be either as to the amount of tax
shown on the return or as to any deficiency in tax.

(b) Perrop oF LiMrTaTION.—The period of limita-
tion for assessment of any such liability of a transferee or
fiduciary shall be as follows:

(1) Within one year after the expiration of the period
of limitation for assessment against the donor.
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(2) If a court proceeding against the donor for the
collection of the tax has been begun within the period
provided in paragraph (1),—then within one year after
return of execution in such proceeding.

(c¢) PERIOD FOR ASSESSMENT AGAINST DONOR.—
For the purposes of this section, if the donor is deceased,
the period of limitation for assessment against the donor
shall be the period that would be in effect had the death
not oceurred.

(d) SuspENSION OF RUNNING OF STATUTE OF LiM-
ITATIONS.—The running of the statute of limitations upon
the assessment of the liability of a transferee or fiduciary
shall, after the mailing of the notice under section 513 (a)
to the transferee or fiduciary, be suspended for the period
during which the Commissioner is prohibited from making
the assessment in respect of the liability of the transferee
or fiduciary (and in any event, if a proceeding in respect
of the liahility is placed on the docket of the Board, until
the decision of the Board becomes final) , and for 60 days
thereafter.

(e) PromiBITION OF SUITS TO RESTRAIN ENFORCE-
MENT OF LIABILITY OF TRANSFEREE OR FIDUCIARY.—
No suit shall be maintained in any court for the purpose
of restraining the assessment or collection of (1) the
amount of the liability, at law or in equity, of a transferee
of property of a donor in respect of any gift tax, or (2)
the amount of the liability of a fiduciary under section 3467
of the Revised Statutes [U. 8. C,, title 31, sec. 192] in
respect of any such tax. ‘

(f) DEFINTITION OF ‘“ TRANSFEREE ’.—As used in this
section, the term * transferee ” includes donee, heir,
legatee, devisee, and distributee.

(g) ADDRESS FOR NOTICE OF LIABILITY.—In the ab-
sence of notice to the Commissioner under section 527 (b)
of the existence of a fiduciary relationship, notice of
liability enforceable under this section in respect of a tax
imposed by this title, if mailed to the person subject to
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the liability at his last known address, shall be sufficient
for the purposes of this title even if such person is deceased,
or is under a legal disability, or, in the case of a corporation,
has terminated its existence.

SEC. 527. (1932 Act) NOTICE OF FIDUCIARY RELATION-
SHIP.

(a) Fipuctary oF DoNor.—Upon mnotice to the
Commissioner that any person is acting in a fiduciary
capacity such fiduciary shall assume the powers, rights,
duties, and privileges of the donor in respect of a tax im-
posed by this title (except as otherwise specifically pro-
vided and except that the tax shall be collected from the
estate of the donor) , until notice is given that the fiduciary
capacity has terminated.

(b) FpuciarRY oF TRANSFEREE.—Upon notice to
the Commissioner that any person is acting in a fiduciary
capacity for a person subject to the liability specified in
section 526, the fiduciary shall assume, on behalf of such
person, the powers, rights, duties, and privileges of such
person under such section (except that the liability shall
be collected from the estate of such person), until notice
is given that the fiduciary capacity has terminated.

(¢) MANNER OF NoTICE.—Notice under subsection
(a) or (b) shall be given in accordance with regulations
prescribed by the Commissioner with the approval of the
Secretary.

SEC. 528, (1932 Act) REFUNDS AND CREDITS.

(a) AUTHORIZATION.—Where there has been an
overpayment of any tax imposed by this title, the amount
of such overpayment shall be credited against any gift tax
then due from the taxpayer, and any balance shall be
refunded immediately to the taxpayer.

(b) LIMITATION ON ALLOWANCE—

(1) PERIOD OF LIMITATION.—No such credit or
refund shall be allowed or made after three years from
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the time the tax was paid, unless before the expiration
of such period a claim therefor is filed by the taxpayer.
(2) LIMIT ON AMOUNT OF CREDIT OR REFUND.—

The amount of the credit or refund shall not exceed the

portion of the tax paid during the three years imme-

diately preceding the filing of the claim, or if no claim
. was filed, then during the three years immediately
- preceding the allowance of the credit or refund.

(¢) ErrECT OF PETITION TO BOARD.—If the Com-
missioner has mailed to the taxpayer a notice of deficiency
under section 513 (a) and if the taxpayer files a petition

with the Board of Tax Appeals within the time prescribed
* In such subsection, no credit or refund in respect of the
tax for the calendar year in respect of which the Com-
missioner has determined the deficiency shall be allowed
or made and no suit by the taxpayer for the recovery of
any part of such tax shall be instituted in any court
except—
(1) As to overpayments determined by a decision
- of the Board which has become final; and
(2) As to any amount collected in excess of an
amount computed in accordance with the decision of
the Board which has become final; and
(3) As to any amount collected after the period of
limitation upon the beginning of distraint or a proceed-
ing in court for collection has expired; but in any such
claim for credit or refund or in any such suit for refund
the decision of the Board which has become final, as
to whether such period has expired before the notice
of deficiency was mailed, shall be conclusive.
~ (d) OVERPAYMENT FoUND BY BoARD.—If the Board
finds that there is no deficiency and further finds that the
taxpayer has made an overpayment of tax in respect of
the taxable year in respect of which the Commissioner
determined the deficiency, the Board shall have jurisdic-
tion to determine the amount of such overpayment, and
such amount shall, when the decision of the Board has
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become final, be credited or refunded to the taxpayer. No
such credit or refund shall be made of any portion of the
tax unless the Board determines as part of its decision that
it was paid mere then within three years before the filing
of the claim or the filing of the petition, whichever is
earlier. '

Note—As amended by section 504(b) of 1934 act. The amend-
ment has no effect on any proceeding before the Board on any peti-

tion if any hearing by the Board thereon has been held prior to
80 days after the date of the enactment of the 1934 act (May 10,
1934).

SEC. 529. (1932 Act) LAWS MADE APPLICABLE.

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

- SEC. 530. (1932 Act) RULES AND REGULATIONS.

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

SEC. 531. (1932 Act) DEFINITIONS.

For the purposes of this title—

(a) CALENDAR YEAR.—The term * calendar year”
includes only the calendar year 1932 and succeeding cal-
endar years, and, in the case of the calendar year 1932,
includes only the portion of such year after the date of the
enactment of this Act.

(b) ProPErRTY WITHIN UNITED STATES.—Stock in
a domestic corporation owned and held by a nonresident
shall be deemed property situated within the United
States. .
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SEC. 532. (1932 Act) SHORT TITLE.
This title may be cited as the “ Gift Tax Act of 1932 7.

TITLE 11 (1934 Act)—AMENDMENTS TO PRIOR

ACTS AND MISCELLANEOUS

SEC. 501. (1934 Act) PERIOD FOR PETITION TO BOARD UNDER
PRIOR ACTS.

Section 274(a) of the Revenue Act of 1926, section
308(a) of the Revenue Act of 1926, section 513(a) of
the Revenue Act of 1932, and section 272(a) of the Rev-
enue Act of 1928 and the Revenue Act of 1932 (relating
to the period during which a taxpayer may petition the
Board of Tax Appeals for redetermination of a defi-
ciency ), are amended by striking out *“ 60 days” and in-
serting in liew thereof ““ 90 days”; by striking out * not
counting Sunday as the sixtieth day ”’ and inserting in lieu
thereof ““not counting Sunday or a legal holiday in the
District of Columbia as the ninetieth day ”; and by strik-
g out “ 60-day” and inserting in liew thereof ‘‘90-
day”. The amendments made by this section shall apply
only n respect of notices mailed after 30 days after the
date of the enactment of this Act.

Note.—Section 274(a) of the Revenue Act of 1926, section 308(a)
of the Revenue Act of 1926, section 513(a) of the Revenue Act of
1932, and section 272(a) of the Revenue Act of 1928 and the Revenue
Act of 1932, as amended by the above, read as follows:

Sec. 274. (a) If in the case of any taxpayer, the Commissioner
determines that there is a deficiency in respect of the tax imposed by
this title, the Commissioner is authori-ed to send notice of such defi-
clency to the taxpayer by registered mail. Within 88 deys 90 days
after such notice 1s mailed (mot ecunting Sunday as the sixtieth
not counting Sunday or a legal holiday in the District of Columbia as the
ninetieth day), the taxpayer may file a petition with the Board of Tax
Appeals for a redetermination of the deficiency. Except as otherwise
provided in subdivision (d) or {f) of this section or in section 279, 282,
or 1001, no assessment of a deficiency in respect of the tax imposed
by this title and no distraint or proceeding in court for its collection
shall be made, begun, or prosecuted until such notice has been mailed
to the taxpayer, nor until the expiration of such 60-dey 90-day period,
nor, if a petition has been filed with the Board, until the decision of
the Board has become final. Notwithstanding the provisions of
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section 3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in the proper
court. i
(Revenue Act of 1926) Sec. 308. () If the Commissioner deter-
mines that there is & deficiency in respect of the tax imposed by this
title, the Commissioner is authorized to send notice of such deficiency
to the executor by registered mail. Within 66 days 90 days after
such notice is mailed (wet ecunting Sundey es the sixtieth doy nof
counting Sunday or a legal holiday vn the District of Columbia as the
ninetieth day), the executor may file a petition with the Board of Tax

Appeals for a redetermination of the deficiency. Except as other--

wise provided in subdivision (d) or (f) of this section or in section 312
or 1001, no essessment of a deficiency in respect of the tax imposed
by this title and no distraint or proceeding in court for its collection
shall be made, begun, or prosecuted until such notice has been mailed
to the executor, nor until the expiration of such 6§6-dex 90-day period,
nor, if a petition has been filed with the Board, until the decision of
the Board has become final. Notwithstanding the provisions of
section 3224 of the Revised Statutes the making of such assessment
or the beginning of such proceeding or distraint during the time such
prohibition is in force may be enjoined by a proceeding in the proper
court.

For comparative print of section 513(a) of 1932 act (relating to
assessment and collection of deficiencies 1n gift tax), see page 179.

(Revenue Act of 1928) SEC. 272, PROCEDURE IN GENERAL.

(a) Petition to Board of Tax Appeals.—If in the case of any tax-
payer, the Commissioner determines that there is a deficiency in
respect of the tax imposed by this title, the Commissicner is author-
ized to send notice of such deficiency to the taxpayer by registered
mail. - Within 68 days 90 days after such notice is mailed (reé eount-
ing a8 the shetieth day nof counting Sunday or a legal holiday
in the District of Columbia as the ninetieth day), the taxpayer may file
a petition with the Board of Tax Appeals for a redetermination of the
deficiency. No assessment of a deficiency in respect of the tax im-
posed by this title and no distraint or proceeding in court for its-col-
lection shall be made, begun, or prosecuted until such notice has been
mailed to the taxpayer, nor until the expiration of such 66-dex 90-day
period, nor, if a petition has been filed with the Board, until the de-
cision of the Board has become final. Notwithstanding the pro-
visions of section 3224 of the Revised Statutes the making of such
assessment or the beginning of such proceeding or distraint during
the time such prohibition is in force may be enjoined by a proceeding
in the proper court.

For exceptions to the restrictions imposed by this subsection, see—

(1) Subsection (d) of this section, relating to waivers by the
taxpayer;

(2) Subsection (f) of this section, relating to notifications of
mathematical errors appearing upon the face of the return;

(3) Section 273, relating to jeopardy assessments;

(4) Section 274, relating to bankruptcy and receiverships; and

(5) Section 1001 of the Revenue Act of 1926, as amended, relat-
ing to assessment or collection of the amount of the deficiency de-
termined by the Board pending court review. '

_—
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(Reverue Act of 1932) SEC. 272. PROCEDURE IN GENERAL.

() PrmiTioNn To BoArRD oF Tax Appears.—If in the case of any
taxpayer, the Commissioner determines that there is a deficiency in
respect of the tax imposed by this title, the Commissioner is author-
ized to send notice of such deficiency to the taxpayer by registered
mail. Within 68 deys 90 days after such notice is matled (ret :

a9 the sixtieth dey not counting Sunday or a legal holiday in the
District of Columbia as the ninetieth day), the taxpayer may file a peti-
tion. with the Board of Tax Appeals for a redetermination of the defi-
ciency. No assessment of a deficiency in respect of the tax imposed
by this title and no distraint or proceeding in court for its collection
shall be made, begun, or prosecuted until such notice has been mailed
to the taxpayer, nor until the expiration of such 66-dey 90-day period,
nor, if & petition has been filed with the Board, until the decision of the
Board hss become final. Notwithstanding the provisions of ceetion
3224 of the Revised Statutes the making of such assessment or the
beginning of such proceeding or distraint during the time such prohibi-
tion is in force may be enjoined by a proceeding in the proper court.

For exceptions to the restrictions imposed by this subsection, see—

(1) Subsection (d) of this section, relating to waivers by the
taxpayer;
(2) Subsection (f) of this section, relating to notifications of
mathematical errors appearing upon the face of the return;
(8) Section 273, relating to jeopardy assessments;
(4) Section 274, relating to bankruptcy and receiverships; and
(5) Section 1001 of the Revenue Act of 1926, as amended, relat-
 ing to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

Note.—For section 501 of 1932 act (relating to imposition of gift

tax), see page 169.

SEC. 502. (1934 Act) RECOVERY OF AMOUNTS ERRONEOUSLY
REFUNDED.

(a) Section 610 of the Revenue Act of 1928 is
amended by adding at the end thereof a new subsection to

read as follows:

“(c) Despite the provisions of subsections (a) and (b)
such suit may be brought at any time within five years
from the making of the refund if it appears that any part
of the refund was induced by fraud or the misrepresenta-
tion of a material fact.”

(b) The amendment made by subsection (a) of this
section shall not apply to any suit which was barred on
the date of the enactment of this Act.

Nore.—Section 610 of the Revenue Act of 1928, with the addition
of the new subsection, reads as follows:
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SEC. 610. RECOVERY OF AMOUNTS ERRONEOUSLY REFUNDED.

(2) Any portion of an internal-revenue tax (or any interest, pen-
alty, additional amount, or addition to such tax) refund of which
is erroneously made, within the meaning of section 608, after the
enactment of this Act, may be recovered by suit brought in the name
of the United States, but only if such suit is begun within two years
after the making of such refund.

(b) Any portion of an internal-revenue tax (or any interest,
penalty, additional amount, or addition to such tax) which has been
erroneously refunded (if such refund would not be considered as
erroneous under section 608) may be recovered by suit brought in the
name of the United States, but only if such suit is begun before the
expiration of two years after the making of such refund or before
May 1, 1928, whichever date is later.

(¢) Despite the provisions of subsections (a) and (b) such suit
may be brought at any time within five years from the making of
the refund if it appears that any part of the refund was induced by
fraud or the misrepresentation of a material fact.

Note.—For section 502 of 1932 act (relating to computation of
gift tax), see page 170.

SEC. 503. (1934 Act) STATUTE OF LIMITATIONS ON SUITS FOR
REFUND. :

Section 608(b)(2) of the Revenue Act of 1928 1s
amended by adding at the end thereof a new sentence to read
as follows: ““ If such agreement has been entered into, the
running of such statute of limitations shall be suspended
in accordance with the terms of the agreement.”

Nore.—Section 608 of the Revenue Act of 1928, with the addi-
tion of the new sentence, reads as follows:

SEC. 608. EFFECT OF EXPIRATION OF PERIOD OF LIMITATION
AGAINST TAXPAYER.

A refund of any portion of an intérnal-revenue tax (or any in-
terest, penalty, additional amount, or addition to such tax) made
after the enactment of this Act, shall be considered erroneous-—

(a) if made after the expiration of the period of limitation for
filing claim therefor, unless within such period claim was filed; or
(b) in the case of a claim filed within the proper time and dis-
allowed by the Commissioner after the enactment of this Act, if the
refund was made after the expiration of the period of limitation for
filing suit, unless—
(1) within such period suit was begun by the taxpayer, or
(2) within such period, the taxpayer and the Commissioner
agreed in writing to suspend the running of the statute of limita-
tions for filing suit from the date of the agreement to the date
of final decision in one or more named cases then pending befors
the United States Board of Tax Appeals or the courts. If such
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agreement has been entered indo, the running of such statute of
Limitations shall be suspended in accordance with the terms of
the agreement.

Nore.—For section 503 of 1932 act (relating to certain transfers),
see page 173.

SEC. 504. (1934 Act) OVERPAYMENTS FOUND BY THE BOARD
OF TAX APPEALS.

(a) The last sentence of section 322(d) of the Revenue
Act of 1932 and of the Revenue Act of 1928 are amended
to read as follows: “No such credit or refund shall be made
of any portion of the tax unless the Board determines as
part of its decision that it was paid within two years before
the filing of the claim or the filing of the petition, whichever
is earlier.”

Nore.—Section 322(d) of the Revenue Act of 1932 and of the
Revenue Act of 1928, as amended by the above, read as follows:

{d) OverpayMENT FounDp BY Boarp.—If the Board finds that
“there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of which
the Commissioner determined the deficiency, the Board shall have
jurisdiction to determine the amount of such overpayment, and such
amount shall, when the decision of the Board has become final, be
credited or refunded to the taxpayer. No such credit or refund shall
be made of any portion of the tax unless the Board determines as part
of 18 decision- that it was paid mere then within two years before the

ing of the claim or the filing of the petition, whichever is earlier.

(b) The last sentence of section 528(d) of the Revenue
Act of 1932 is amended. to read as follows: “No such credit
or refund shall be made of any portion of the tax unless the
Board determines as part of its decision that it was paid
within three years before the filing of the claim or the filing
of the petition, whichever is earlier.”

Note.—Section 528(d) of the Revenue Act of 1932, as amended
by the above, reads as follows:

(d) OverpaYMENT FounND BY Boarp.—If the Board finds that
there is no deficiency and further finds that the taxpayer has made
an overpayment of tax in respect of the taxable year in respect of
which the Commissioner determined the deficiency, the Board shall
have jurisdiction to determine the amount of such overpayment, and
such amount shall, when the decision of the Board has become final,
be credited or refunded to the taxpayer. No such credit or refund
shall be made of any portion of the tax unless the Board determines as
part of its decision that it was paid meve then within three years before
the filing of the claim or the filing of the petition, whichever is earhier.
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(c) The last sentence of section 284(e) of the Revenue
Act of 1926, as amended, is amended to read as follows:
“Unless the Board determines as part of its decision that
the claim for credit or refund, or the petition, was filed
within the time prescribed in subdivision (g) for filing
claims, no such credit or refund shall be made of any por-
tion of the tax unless the Board determines as part of iis
decision that it was paid within four years (or, in the case
of a tax imposed by this title, within three years) before the
filing of the claim or the filing of the petition, whichever 1s
earlier.”

. Note.—Section 284(e) of the Revenue Act of 1926, as amended
by the above, reads as follows: ‘

(e) If the Board finds that there is no deficiency and further finds
that the taxpayer has made an overpayment of tax in respect of the
taxable year in respect of which the Commissioner determined the de-
ficiency, the Board shall have jurisdiction to determine the amount of
such overpayment, and such amount shall, when the decision of the
Board has become final, be credited or refunded to the taxpayer as
provided in subdivision (a). Urless elaim for eredit or refund; or the
petition; was filed within the time preseribed in subdivisien {g) for
£line elaims; no sueh eredit or refund shell be made of eny portion of
the tax paid moere then four years {or; in the eese of & tex impesed by
this title; more then three yearc) befere the filing of the elaim or the
fling of the petition; whiehever is earlier: Unless the Board determines
as part of its decision that the claim for credit or refund, or the petition,
was filed within the time prescribed in subdivision (g) for filing claims, no
such credit or refund shall be made of any portion of the tax unless the
Board determines as part of its decision that it was pard within four years
(or, in the case of a tax imposed by this title, within three years) before the
filing of the claim or the filing of the petition, whichever s earlier.

(d) The last sentence of section 319(c) of the Revenue
Act of 1926, as amended, is amended to read as follows:
“ No such refund shall be made of any portion of the tax
unless the Board determines as part of its decision that i
was paid within four years (or in the case of a tax imposed
by this title, within three years) before the filing of the clavm
or the filing of the petition, whichever is earlier.” ‘

Notr.—Section 319(c) of the Revenue Act of 1926, as amended
by the above, reads as follows:

(¢) If the Board finds that there is ro deficiency ard further finds
that the executor hasmadean overpayment of tax, the Board shallhave
jurisdiction to determine the amount of such overpayment, and such
amourt shall, when the decision of the Board has become final, be
credited or refunded to the executor as provided in section 3220 of the

Google



203

Revised Statutes, as amended. No such refund shall be made of any
portion of the tax peid mere then unless the Board determines as part
of i decision that it was pard within four years (ex; #r.or vn the case
of a tax imposed by this title, more then within three years) before
the filing of the claim or the filing of the petition, whichever is earlier

(e ).; The amendments made by subsections (a), (b),
(c), and (d) of this section shall have no effect in the case
of any proceeding before the Board on a petition if any
hearing by the Board thereon has been held prior to 30
days after the date of the enactment of this Act.

Nore—For section 504 of 1932 act (relating to net gifts), see
page 173. :

SEC. 505. (1934 Act) BANKRUPTCY AND RECEIVERSHIPS.

(a) Section 274(a) of the Revenue Act of 1932 and
the Revenue Act of 1928 and section 282(a) of the Rev-
enue Act of 1926 are amended by inserting after the first
sentence thereof the following:

- “ In such cases the trustee in bankruptcy or receiver shall
give notice in writing to the Commissioner of the adjudi-
cation of bankruptcy or the appointment of the recewer,
and the running of the statute of limitations on the making
of assessments shall be suspended for the period from the
date of adjudication in bankrupicy or the appointment of
the receiver to a date 30 days after the date upon which the
notice from the trustee or recewer is received by the Com-
missioner ; but the suspension under this sentence shall in no
case be for a period in excess of two years.”

Nore.—Section 274 (a) of the Revenue Act of 1932 and the Revenue
Act of 1928, with the above insertion, read as follows: :

(a) ImmEDIATE AssessMENT.—Upon the adjudication of bank-
ruptey of any taxpayer in any bankruptcy proceeding or the appoint-
ment of a receiver for any taxpayer in any receivership proceeding
before' any court of the United States or of any State or Territory
or of the District of Columbia, any deficiency (together with ail
Interest, additional amounts, or additions to the tax provided for
by law) determined by the Commissioner in respect of a tax imposed
by this title upon such taxpayer shall, despite the restrictions im-
posed by section 272(a) upon assessments be immediately assessed
if such deficiency has not theretofore been assessed in accordance
with law. In such cases the trustee in bankruptcy or receiver shall
gwe notice in writing to the Commissioner of the adjudication of
bankruptey or the appointment of the receiver, and the runming
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of the statute of limitations on the making of assessments shall be
suspended for the period from the date of adjudication in bank-
ruptey or the appointiment of the receiver to a date 30 days after the
date upon which the notice from the trustee or receiver i3 received
by the Commissioner; but the suspension under this sentence shall
n no case be for a period in excess of two years. Claims for the
defictency and such interest, additional amounts and additions to
the tax may be presented, for adjudication in accordance with law,
to the court before which the bankruptey or receivership proceeding
is pending, despite the pendency of proceedings for the redetermina-
tion of the deficiency in pursuance of a, petition to the Board; but
no petition for any such redetermination shall be filed with the
Board after the adjudication of bankruptey or the appointment of
the receiver.

Section 282(a) of the Revenue Act of 1926, with the above inser-
tion, reads as follows:

Sec. 282. (a) Upon the adjudication of bankruptcy of any tax-
payer in any bankruptcy proceeding or the appointment of a receiver
for any taxpayer in any receivership proceeding before any court
of the United States or of any State or Territory or of the District
of Columbia, any deficiency (together with all interest, additional
amounts, or additions to the tax provided for by law) determined
by the Commissioner in respect oip a tax imposed by this title upon
such taxpayer shall, despite the provisions of subdivision (a) of
section 274, be immediately assessed if such deficiency has not there-
tofore been assessed in accordance with law. In such cases the trus-
tee in bankruptey or receiver shall give notice in writing to the Com-
missioner of the adjudication of bankruptey or the appointment of
the receiver, and the running of the statute of Umitations on the
making of assessments shall be suspended for the period from the
date of adjudication in bankruptey or the appointment of the re-
cewer to a date 30 days after the date upon which the notice from
the trustee or receiver is received by the Commissioner; but the sus-
pension under this sentence shall in no case be for a period in excess
of two years. Claim for the deficiency and such interest, additional
amounts and additions to the tax may be presented, for adjudica-
tion in accordance with law, to the court before which the bank-
ruptcy or receivership proceeding is pending, despite the pendency
of proceedings for the redetermination of the deficiency in pursu-
ance of a petition to the Board; but no petition for any such rede-
termination shall be filed with the Board after the adjudication of
bankruptcy or the appointment of the receiver.

(b) The amendments made by subsection (a) shall not
apply in any case in which the adjudication has occurred,
or the receiver has been appointed, prior to the date of the
enactment of this Act.

_ Note.—For section 505 of 1932 act (relating to gift-tax deduc-
tions), see page 174.
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SEC. 506. (1934 Act) RETROACTIVITY OF REGULATIONS, RUL-
INGS, ETC.

Section 1108(a) of the Revenue Act of 1926, as
amended, is amended to read as follows:

“(a) The Secretary, or the Commissioner with the ap-
proval of the Secretary, may prescribe the extent, if any,
to which any ruling, regulation, or Treasury Decision,
relating to the internal revenue laws, shall be applied with-
out retroactive effect.”’

Nore—Section 1108(a) of the Revenue Act of 1926, as amended,
which is amended by this section, reads as follows:

Skc. 1108. (a) In case a regulation or Treasury decision relating
to the internal-revenue laws is amended by a subsequent regulation
or Treasury decision, made by the Secretary or by the Commissioner
with the approval of the Secretary, such subsequent regulation or
Treasury decision may, with the approval of the Secretary, be
applied without retroactive effect.

otE.—For section 506 of 1932 act (relating to gifts made in prop-
erty), see page 176.

SEC. 507. (1934 Act) EXAMINATION OF BOOKS AND WIT-
NESSES.

The Commassioner, for the purpose of determining the
liability at law or in equity of a transferee of the property
of any person with respect to any Federal tazes imposed
upon such person, is hereby authorized, by any officer or.
employee of the Bureau of Internal Revenue, including the
field service, designated by him for that purpose, to examine
any books, papers, records, or memoranda bearing upon
such liability, and may require the attendance of the trans-
feror or transferee, or of any officer or employee of such
person, or the attendance of any other person having
knowledge in the premises, and may take his testimony
with reference to the matter, with power to admanister oaths
to such person or persons.

Nore.—For section 507 of 1932 act (relating to gift tax returns),
see page 176.
87180—34—14
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SEC. 508. (1934 Act) SALE OF PERSONAL PROPERTY UNDER
DISTRAINT.

Section 3192 of the Revised Statutes is amended to
read as follows: '

“SEC. 3192. When any property advertised for sale
under distraint; s aforesaid; is of a kind subjeet to tax; and
the tax bas not been paid; and the smount bid for such
property is not equal to the ameount of the tax; the eolleetor
ey purehase the same in beholf of the United States foran -
amount not exceeding the said tax: Al property so pur-
chased may be sold by the eollector; under sach }
as may be preseribed by the Cemmissioner of Internal
Revenue: The Collector shall render to the Commissioner
& distinet neeount of all eharges ineurred in sueh sales; and;
i any there be; after defraying all lewdul eharges and
fees: When any personal property is advertised for sale
under distraint as aforesaid, the officer making the seizure
shall proceed to sell such property at « public auction,
offering the same at a minimum price, including the ex-
penses of making the levy and of advertising the sale, and
if the amount bid for such property at the sale is not equal
to the minimum price so fized, the officer conducting the
sale may declare the same to be purchased by him for the
United States. The property so purchased may be sold
by the collector within whose district the sale was made
under such regulations as may be prescribed by the Com-
missioner of Internal Revenue, with the approval of the
Secretary of the Treasury. The collector shall render to
the Commissionter a distinct account of all charges in-
curred in such sales, and, in case of resale, shall pay into
the Treasury the proceeds as provided in section 3210 of
the Revised Statutes, as amended.”

Note.—For section 508 of 1932 act (relating to recordé and special
returns), see page 177,
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SEC. 509. (1934 Act) DISCHARGE OF LIENS.

Section 3186 (c) of the Revised Statutes, as amended,
15 amended by adding at the end thereof the following new
paragraph:

“(4) May issue a certificate of discharge of any part
of the property subject to the lien if there is paid over to
the collector in part satisfaction of the liability in respect of
such taz an amount determined by the Commissioner, which
shall not be less than the value, as determined by him, of the
interest of the United States in the part to be so discharged.
In determining such value the Commissioner shall giwe con-
sideration to the fair market value of the part to be so dis-

charged and to such liens thereon as have priority to the lien
of the United States.”

Nore—Section 3186(c) of the Revised Statutes, as amended by
the above, reads as follows:

(c¢) Subject to such regulations as the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, may
prescribe, the collector of internal revenue charged with an assess-
ment in respect of any tax—

(1) May issue a certificate of release of the lien if the collector
finds that the liability for the amount assessed, together with all in-
terest in respect thereof, has been satisfied or has become unen-
forceable;

(2) May issue a certificate of release of the lien if there is fur-
nished to the collector and accepted by him a bond that is conditioned
upon the payment of the amount assessed, together with all interest
in respect thereof, within the time prescribed by law (including any
extension of such time}), and that is in accordance with such require-

-ments relating to terms, conditions, and form of the bond and sureties

thereon, as may be specified in the regulations; .

(3) May issue a certificate of partial discharge of any part of
the property subject to the lien i? the collector finds that the fair
market value of that part of such property remaining subject to the
lien is at least double the amount of the liability remaining unsatisfied
in respect of such tax and the amount of all prior liens upon such
property.

(4) May issue a certificate of discharge of any part of the property
subject to the lien if there is paid over to the collector in part satis-
{action of the liability in respect of such tax an amount determiyed

y the Commissioner, which shall not be less than the value, as deter-
mined by him, of the interest of the United States in the part to be
so discharged. In determining such value the Commissioner shall
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give consideration to the fair market value of the part to be so dis-
charged and to such liens thereon as have priority to the lien of the
United States.

Nore—For section 509 of 1932 act (relating to payment of gift
tax), see page 177. .

Note—For section 510 of 1934 act (relating to jeopardy assess-
ments), see page 287.

Note.—For section 511 of 1934 act (relating to gifts of property

subject to power), see page 170.

SEC. 512. (1934 Act) GENERAL COUNSEL FOR THE TREASURY.

(a) There 1s hereby created in the Department of the
Treasury the office of General Counsel for the Depart-
ment of the Treasury (hereinafter in this section referred
to as the *“ General Counsel”). The General Counsel
shall be appointed by the President, by and with the advice
and consent of the Senate, and shall receive compensation
at the rate of $10,000 per annum. The General Counsel
shall be the chief law officer of the department, and shall
perform such duties in respect of the legal activities thereof
as may be prescribed by the Secretary or required by law.
The President s authorized to appoint, by and with the
advice and consent of the Senate, an Assistant General

Counsel for the Bureau of Internal Revenue and to fiz his
compensation at a rate not in excess of $10,000 per annum.
The Secretary may appoint and fiz the duties of such other
Assistant General Counsel (not to exceed five) and such
other officers and employees as he may deem necessary to
assist the General Counsel in the performance of his duties.
The Secretary may designate one of the Assistant General
Counsel to act as the G'eneral Counsel during the absence
of the General Counsel. The General Counsel, with the
approval of the Secretary, is authorized to delegate to any
Assistant General Counsel any authority, duty, or func-
tion which the General Counsel is authorized or required
to exercise or perform. The Assistant General Counsel
appointed by the Secretary may be appointed and com-
pensated without regard to the provisions of the Classifica-
tion Act of 1923, as amended, and the Civil Service laws
and shall receive compensation at such rate (not in excess
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of $10,000 per annum) as may be fived by the Secretary.
The rate of compensation of any person appointed under
the provisions of this subsection shall be subject to the reduc-
tion applicable to officers and employees of the Federal
Government generally.

(b) The offices of General Counsel for the Bureau
of Internal Revenue, Assistant General Counsel for the
Bureau of Internal Revenue, Solicitor of the Treasury,
and Assistant Solicitor of the Treasury are hereby abol-
ished. The powers, duties, and functions of such offices are
hereby transferred to the General Counsel. This subsec-
tion shall take effect when the General Counsel first ap-
pointed under subsection (a) qualifies and takes office.

(¢c) Nothing in this section shall be construed to ajffect
the duties, powers, or functions imposed upon, or vested in,
the Department of Justice, or any officer thereof, by existing
law.

Nore~—For section 512 of 1932 act (relating to definition of gift
tax deficiencies), see page 179. '

SEC. 513. (1934 Act) ASSISTANTS IN THE TREASURY.

The Secretary of the Treasury is authorized (without
regard to the Classification Act of 1923, as amended, and
the Civil Service laws) to appoint and fix the compensation
of five assistants at rates of compensation of not to exceed
$10,000 per annum, but the rates so fized shall be subject to
the reduction applicable to officers and employees of the
Federal Government generally. The Secretary 13 author-
ized to delegate to such assistants any authority, duty, or
function which he is authorized or required to exercise or
perform. Whenever the President declares by Executwe
- order that the emergency requiring the appointments under
this section has ceased to exist, the persons appointed under
this section shall cease to hold office under this section, and
the power of the Secretary under this section shall terminate.

Nore~For section 513 of 1932 act (relating to assessment and
collection of gift tax deficiencies), see page 179.
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SEC. 514. (1934 Act) PENALTIES AND AW ARDS TO INFORMERS
WITH RESPECT TO ILLEGALLY PRODUCED
PETROLEUM.

(a) Any person Lable for tax on any income from
legally produced petroleum, who willfully fails to make
return showing such income within the time prescribed by
law or 30 days after the enactment of this Act, whichever
expires later, shall, in addition to all other penalties pre-
scribed by law, be liable to a cwil penalty of $500 plus
$50 for each day during which such failure continues.

(b) Any person not an officer or employee of the United
States who furnishes to the Commissioner or any collector
original information leading to the recovery from any
other person of any penalty under this section may be
awarded and paid by the Commissioner a compensation
of one-half the penalty so recovered, as determined by the
Commissioner.

(c) As used in this section, the term ‘‘income from
legally produced petroleum’” means any income (not
shown on a return made within the time prescribed by
law or 30 days after the enactment of this Act, whichever
expires later) arising out of any sale or purchase of crude
petroleum withdrawn from the ground subsequent to J anu-
ary 1, 1932, in violation of any State or Federal law
(not including withdrawal in violation of any code of
fair competition approved under the National Industrial
Recovery Act or illegal withdrawal the penalties for which
have been mitigated or satisfied in pursuance of law prior
to the enactment of this Act), or arising out of any fee
derived from acting as agent for any seller or purchaser
in connection with a sale or purchase of such petroleum
or products thereof, or any amount illegally received by
any person charged with the enforcement of law with
respect to such petroleum or products thereof.

Note—For section 514 of 1932 act (relating to jeopardy assess-
ments), see page 183,

Note—For section 515 of 1934 act (relating to postal rates), see
page 284. '
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SEC. 516. (1934 Act) COMMISSIONER AS PARTY TO SUIT.

Section 907 of the Revenue Act of 1924, as amended,
is amended by adding at the end theréof a new subdivision
to read as follows:

“(g) When the incumbent of the office of Commissioner
changes, no substitution of the name of his successor shall
be required in proceedings pending after the date of the
enactment of the Revenue Act of 1934 before any appellate
court reviewing the action of the Board.”

Nore—Section 907 of the Revenue Act of 1924, as amended by
the above, reads as follows:

Sxrc. 907. (a) Notice and opportunity to be heard upon any pro-
ceeding instituted before the Board shall be given to the taxpayer and
the Commissioner, and a report upon the proceeding and a decision
thereon shall be made as quickly as practicable. The decision shall
be made by a member in accordance with the report of the Board,
and such decision so made shall, when entered, be the decision of
the Board. If an opportunity to be heard upon the proceeding is
given before a division of the Board, neither the taxpayer nor the
Commissioner shall be entitled to notice and opportunity to be heard
before the Board upon review, except upon a specific order of the
chairman. Hearings before the Board and its divisions shall be
cpen to the public, and the testimony, and, if the Board so requires,
the argument shall be stenographically reported. The Board is
authorized.to contract (by renewal of contract or otherwise) for the
reporting of such hearings, and in such contract to fix the terms and
conditions under which transcripts will be supplied by the contractor
to the Board and to other persons and agencies. The proceedings of
the Board and its divisions shall be conducted in accordance with such
rules of practice and procedure (other than rules of evidence) as
the Board may prescribe and in accordance with the rules of evidence
applicable in courts of equity of the District of Columbia. In any
proceeding involving the issue whether the petitioner has been
guilty of fraud with intent to evade tax, where no hearing has been
held before the enactment of the Revenue Act of 1928, the burden
of proof in respect of such issue shall be upon the Cominissioner.
The mailing by registered mail of any pleading, decision, order,
notice, or process in respect of proceedings before the Board shall
be held sufficient service of such pleading, decision, order, notice,

Or process.

&) It shall be the duty of the Board and of each division to
include in its report upon any proceeding its findings of fact or
opinion or memorandum opinion. The Board shall report in writ-
ing all its findings of fact, opinions and memorandum opinions.

(c) All reports of the Board and all evidence received by the
Board and its divisions, including a transcript of the stenographic
r%port of the hearings, shall be public records open to the inspection
of the public; except that after the decision of the Board in any
proceeding has become final the Board may, upon motion of the
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taxpayer or the Commissioner, permit the withdrawal by the party
entitled thereto of originals of books, documents, and records, and
of models, diagrams, and other exhibits, introduced in evidence
before the Board or any division; or the Board may, on its own
motion, make such other disposition thereof as it deems advisable.

(d) The Board shall provide for the publication of its reports at
the Government Printing Office in such form and manner as may be
best adapted for public information and use, and such authorized
publication shall be competent evidence of the reports of the Board
therein contained in all courts of the United States and of the several
States without any further proof or authentication thereof. Such
reports shall be subject to sale in the same manner and upon the
same terms as other public documents.

(e) The principal office of the Board shall be in the District of
Columbia, but the Board or any of its divisions may sit at any place
within the United States. The times and places of the meetings of
the Board and of its divisions shall be prescribed by the chairman
with a view to securing reasonable opportunity to taxpayers to
appear before the Board or any of its divisions, with as little incon-
venience and expense to taxpayers as is practicable.

(f) The Secretary of the Treasury shall provide the Board with
suitable rooms in courthouses or other buildings when necessary for
hearings by the Board, or any division thereof, outside the District
of Columbia. ‘

(g) When the incumbent of the office of Commissioner changes,
no substitution of the name of his successor shall be required in
proceedings pending after the date of the enactment of the Revenue
Act (()if 193} before any appellate court reviewing the action of the
Board.

Nore—For section 516 of 1932 act (relating to bankruptey and
receiverships), see page 185.

Nore—For section 517 of 1934 act (relating to nondeductibility of
certain gifts), see pages 174 and 175.

SEC. 518. (1934 Aet) LIABILITY OF FIDUCIARY.

(a) Section 3467 of the Revised Statutes (U.S.C., title
31, ch. 6, sec. 192) is amended to read as follows:
- “SEc. 3467. Every executor, administrator, or as-
signee, or other person, who pays, in whole or in part, any
debt due by the person or estate for whom or for which he
acts before he satisfies and pays the debts due to the United
States from such person or estate, shall become answerable
in his own person and estate to the extent of such payments
for the debts so due to the United States, or for so much
thereof as may remain due and unpaid.” '

Nore.—Section 3467 of the Revised Statutes, as amended by the
above, reads as follows:
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Sxc. 3467. Every executor, administrator, or assignee, or other per-
son, who peys emy pays, in whole or in part, any debt due by the person
or estate frese for whom or for which he acts, before he satisfies and
pays the debts due to the United States from such person or estate,
shall become answerable in his own person and estate to the extent o[{
such payments for the debts so due to the United States, or for so muc
thereof as may remain due and unpaid.

(b) The amendment made by subsection (a) shall be
applicable in the case of payments made after June 6,
1932.

Nore.—For section 518 of 1932 act (relating to suspension of
running of statute), see page 187.

SEC. 519. (1934 Act) VENUE FOR APPEALS FROM BOARD OF
TAX APPEALS.

(a) Section 1002 of the Revenue Act of 1926 1s
amended to read as follows:

“ VENUE

“8Egc. 1002. (a) Except as provided in subdivision
(b), such decision may be reviewed by the Circuit Court
of Appeals for the circuit in which is located the collector’s
office to which was made the return of the tax in respect
of which the liability arises or, if no return was made,
then by the Court of Appeals of the District of Columbia.

“(b) Notwithstanding the provisions of subsection (a),
such decision may be reviewed by any Circuit Court of
Appeals, or the Court of Appeals of the District of Colum-
bia, which may be designated by the Commissioner and
the tazpayer by stipulation in writing.”

Nore.—Section 1002 of the Revenue Act of 1926, prior to its
amendment by this section, read as follows:

Sgc. 1002. Such decision may be reviewed—

(a) In the case of an individual, by the Circuit Court of Appeals
for the circuit whereof he is an inhabitant, or if not an inhabitant
of any circuit, then by the Court of Appeals of the District of
Columbia.

(b) In the case of a person (other than an individual), except
as provided in subdivision (c), by the Circuit Court of Appeals for
the circuit in which is located the office of the collector to whom
such person made the return, or in case such person made no return,
then'by the Court of Appeals of the District of Columbia.
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(c) In the case of a corporation which had no principal place
of business or principal office or agency in the United States, then
by the Court of Appeals of the District of Columbia.

(d) In the case of an agreement between the Commissioner and
the taxpayer, then by the Circuit Court of Appeals for the circuit,
or the Court of Appeals of the District of Columbia, as stipulated
in such agreement. ,

(b) Section 1002 of the Revenue Act of 1926, as
amended by this section, shall be applicable to all decisions
of the Board rendered on or after the date of the enactment
of this Act, and such section, as in force prior to its amend-
ment by this section, shall be applicable to such decisions
rendered prior thereto, except that subdivision (b) thereof
may be applied to any such decision rendered prior thereto.

Nore.—For section 519 of 1932 act (relating to certain additions
to gift tax), see page 188. ’

Nore—For section 520 of 1934 act (relating to gift tax rates), see
page 171,

TITLE IV (1932 Act)—MANUFACTURERS’
EXCISE TAXES

SEC. 601. (1932 Act) EXCISE TAXES ON CERTAIN
ARTICLES. '

(2) In addition to any other tax or duty imposed by
law, there shall be imposed a tax as provided in subsec-
tion (c¢) on every article imported into the United States
unless treaty provisions of the United States otherwise
provide.

(b) The tax imposed under subsection (a) shall be
levied, assessed, collected, and paid in the same manner as
a duty imposed by the Tariff Act of 1930, and shall be
treated for the purposes of all provisions of law relating to
the customs revenue as a duty imposed by such Act, except
that—

(1) the value on which such tax shall be based shall
be the sum of (A) the dutiable value (under section
503 of such Act) of the article, plus (B) the customs
duties, if any, imposed thereon under any provision of
law; .
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(2) for the purposes of section 489 of such Act
(relating to additional duties in certain cases of under-
valuation) such tax shall not be considered an ad
valorem rate of duty or a duty based upon or regulated
in any manner by the value of the article, and for the
purposes of section 336 of such Act (the so-called flex-
ible tariff provision) such tax shall not be considered a
duty;

{8) such tax shall not be imposed upon any article
imported prior to the date on which this title takes
effect;

(4) no drawback of such tax (except tax paid upon
the importation of an article described in subsection
(c) (4), (B), (6), or (7)) shall be allowed under
section 313 (a), (b), or (f) of the Tariff Act of 1930
or any provision of law allowing a drawback of customs
duties on articles manufactured or produced with the
use of duty-paid materials;

(5) such tax (except tax under subsection (c) (4)
to (7), inclusive) shall be imposed in full notwith-
standing any provision of law granting exemption from
or reduction of duties to products of any possession of
the United States; and for the purposes of taxes under
subsection (¢) (4) to (7), inclusive, the term “ United
States ” includes Puerto Rico.

(¢) There is hereby imposed upon the following ar-
ticles sold in the United States by the manufacturer or
producer, or imported into the United States, a tax at the
rates hereinafter set forth, to be paid by the manufacturer,
producer, or importer:

(1) Lubricating oils, 4 cents a gallon; but the tax
on the articles described in this paragraph shall not
apply with respect to the importation of such articles.
Every person liable for tax under this paragraph shall
register and file bond as provided in section 617, as
amended. Under regulations prescribed by the Com-
missioner with the approval of the Secretary, no tax
shall be imposed under this section upon lubricating
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oils sold to a manufacturer or producer of lubricating
oils for resale by him, but for the purposes of this title
such vendee shall be considered the manufacturer or
producer of such lubricating oils.

Nore—The last sentence of the above paragraph was added by
section 4(b) of the act extending the gasoline tax for one year, ap-
proved June 16, 1933. The amendment was made effective fifteen
days after the date of the enactment of such act. The amendment
shown in italics was added by section 603 (a) of the 1934 act.

(2) Brewer’s wort, 15 cents a gallon. Liquid malt,
malt syrup, and malt extract, fluid, solid, or condensed,
made from malted cereal grains in whole or in part,
unless seld t6 & beker sold to, or for resale to, a baker
for use in baking or to & manufseturer or produeer fo,
or for resale to, a manufacturer or producer of malted
milk, medicinal products, foods, cereal beverages, or
textiles, for use in the manufacture or production of
such products, 3 cents a pound. For the purposes of
this paragraph liquid malt containing less than 15 per
centum of solids by weight shall be taxable as brewer’s
wort.

Nore.—The amendments to the above paragraph were made by the
act entitled “An act to amend section 601(c) (2) of the Revenue Act
of 19327, approved June 18, 1934.

(3) Grape concentrate, evaporated grape juice, and
grape syrup (other than finished or fountain syrup),
if containing more than 35 per centum of sugars by
weight, 20 cents a gallon. No tax shall be imposed
under this paragraph (A) upon any article which con-
tains preservative sufficient to prevent fermentation
when diluted, or (B) upon any article sold to a manu-
facturer or producer of food products or soft drinks for
use in the manufacture or production of such products.

(4) Crude petroleum, 4 cent per gallon; fuel oil
derived from petroleum, gas oil derived from petroleum,
and all liquid derivatives of crude petroleum, except
lubricating oil and gasoline or other motor fuel, 4 cent
per gallon; gasoline or other motor fuel, 2% cents per
gallon; lubricating oil, 4 cents per gallon; paraffin and

Google



217

other petroleum wax products, 1 cent per pound. The
tax on the articles described in this paragraph shall
apply only with respect to the importation of such
articles.

(5) Coal of all sizes, grades, and classifications (ex-
cept culm and duff), coke manufactured therefrom;
and coal or coke briquettes, 10 cents per 100 pounds.
The tax on the articles described in this paragraph shall
apply only with respect to the importation of such
articles, and shall not be imposed upon any such
article if during the preceding calendar year the exports
of the articles described in this paragraph from the
United States to the country from which such article
is imported have been greater in quantity than the im-
ports into the United States from such country of the
articles described in this paragraph.

(6) Lumber, rough, or planed or dressed on one or
more sides, except flooring made of maple (except
Japanese maple), birch, and beech, $3 per thousand
feet, board measure ; but the tax on the articles described
in this paragraph shall apply only with respect to the
importation of such articles.

(7) Copper-bearing ores and concentrates and arti-
eles provided for in paragraph 316, 380, 381, 387,
1620, 1634, 1657, 1658, or 1659 of the Tariff Act
of 1930, 4 cents per pound on the copper contained
therein: Provided, That no tax under this paragraph
shall be imposed on copper in any of the foregoing
which is lost in metallurgical processes: Provided fur-
ther, That ores or concentrates usable as a flux or sul-

“phur reagent in copper smelting and/or converting
and having a copper content of not more than 15 per
centum, when imported for fluxing purposes, shall be
admitted free of said tax in an aggregate amount of
not to exceed in any one year 15,000 tons of copper
content. All articles dutiable under the Tariff Act of
1930, not provided for heretofore in this paragraph,
in which copper (including copper in alloys) is the

component material of chief value, 3 cents per pound.
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All articles dutiable under the Tariff Act of 1930, not
provided for heretofore in this paragraph, containing
4 per centum or more of copper by weight, 3 per centum
ad valorem or 4 of 1 cent per pound, whichever is the
lower. The tax on the articles described in this para-
graph shall apply only with respect to the importa-
tion of such articles. The Secretary is authorized to
prescribe all necessary regulations for the enforcement
of the provisions of this paragraph.

(8) Whale oil (except sperm oil), fish oil (except cod
oil, cod-liver oil, and halibut-liver oil), marine animal
oil, and any combination or mizture containing a sub-
stantial quantity of any one or more of such oils, 3 cents
per pound. The tax on the articles described in this
paragraph shall apply only with respect to the importa-
tion of such articles after the date of the enactment of
the Revenue Act of 1934, and shall not be subject to the
provisions of subsection (b)(4) of this section (pro-
hibiting drawback) or section 629 (relating to expira-
tion of taxes).

Note.—New paragraph added by section 602 of the 1934 act.
Nore—For section 601 of 1934 act (relating to termination of
soft drink tax), see page 229.

SEC. 602. (1932 Act) TAX ON TIRES AND INNER TUBES.

There is hereby imposed upon the following articles
sold by the manufacturer, producer, or importer, a ta
at the following rates: '

(1) Tires wholly or in part of rubber, 2% cents a
pound on total weight (exclusive of metal rims or rim
bases), to be determined under regulations prescribed
by the Commissioner with the approval of the Secretary.

(2) Inner tubes (for tires) wholly or in part of rub-
ber, 4 cents a pound on total weight, to be determined
under regulations prescribed by the Commissioner with
the approval of the Secretary.

Note.—For section 602 of 1934 act (relating to tax on certain oils),
see page 218.
' Note—For section 60214 of 1934 act (relating to processing tax on
certain oils), see page 241.
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SEC. 603. (1932 Act) TAX ON TOILET PREPARATIONS, ETC.

There is hereby imposed upon the following articles,
sold by the manufacturer, producer, or importer, a tax
equivalent to 10 per centum of the price for which so sold:
Perfumes, essences, extracts, toilet waters, cosmetics,
petroleum jellies, hair oils, pomades, hair dressings, hair
restoratives, hair dyes, tooth and mouth washes (except
that the rate shall be 5 per centum), dentrifrices (except
" that the rate shall be 5 per centum), tooth pastes (except
that the rate shall be 5 per centum), aromatic cachous,
toilet soaps (except that the rate shall be 5 per centum),
toilet powders, and any similar substance, article, or prep-
aration, by whatsoever name known or distinguished; any
of the above which are used or applied or intended to be
used or applied for toilet purposes.

Nore—For section 603 of 1934 act (relating to tax on lubricating
oil and gasoline), see page 231.

SEC. 604. (1932 Act) TAX ON FURS.

There is hereby imposed upon the following articles,

sold by the manufacturer, producer, or importer, a tax

~ equivalent to 10 per centum of the price for which so sold :

Articles made of fur on the hide or pelt or of which any
such fur is the component material of chief value.

Nore.—Section 608 of the 1934 act reads as follows:
SEC. 608. TAX ON FURS.
_ The tax tmposed by section 604 of the Revenue Act of 1932 shall
' not apply to articles sold by the manufacturer, producer, or importer,
! ofter the date of the enactment of this Act, for less than $75.

" Note—For section 604 of the 1934 act (relating to producers’
petroleum tax), see page 244. :

SEC. 605. (1932 Act) TAX ON JEWELRY, ETC.

There is hereby imposed upon the following articles,
sold by the manufacturer, producer, or importer, a tax
equivalent to 10 per centum of the price for which so sold :
All articles commonly or commercially known as jewelry,

whether real or imitation; pearls, precious and semipre-
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cious stones, and imitations thereof; articles made of, or
ornamented, mounted or fitted with, precious metals or
imitations thereof or ivory (not including surgical instru-
ments or silver-plated ware, or frames or mountings for
spectacles or eyeglasses) ; watches; elocks; parts for
watches or clocks sold for more than 9 cents each; opera
glasses; lorgnettes; marine glasses; field glasses; and
binoculars. No tax shall be imposed under this section
on any article used for religious purposes, or any article
(other than watch parts or clock parts) sold for less
than $3. , '

Nore—Section 609 of the 1934 act reads as follows:
SEC. 609. TAX ON JEWELRY, ETC.
The tax imposed by section 605 of the Revenue Act of 1932, shall

not apply to articles sold by the manufacturer, producer, or importer,
after the date of the enactment of this Act, for less than $25.

Nore—For section 605 of the 1934 act (relating to tax on refining
petroleum), see page 246.

SEC. 606. (1932 Act) TAX ON AUTOMOBILES, ETC.

There is hereby imposed upon the following articles
sold by the manufacturer, producer, or importer, a tax
equivalent to the following percentages of the price for
which so sold:

~(a) Automobile truck chassis and automobile truck
bodies (including in both cases parts or accessories there-
for sold on or in connection therewith or with the sale
thereof), 2 per centum. A sale of an automobile truck
shall, for the purposes of this subsection, be considered to
be a sale of the chassis and of the body.

(b) Other automobile chassis and bodies and motor
cycles (including in each case parts or accessories therefor
sold on or in connection therewith or with the sale thereof),
except tractors, 3 per centum. A sale of an automobile
shall, for the purposes of this subsection, be considered to
be a sale of the chassis and of the body. .

(c¢) Parts or accessories (other than tires and inner
tubes) for any of the articles enumerated in subsection (a})
or (b), 2 per centum. For the purposes of this subsection

e maid
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and subsections (a) and (b), spark plugs, storage bat-
geries, leaf springs, coils, timers, and tire chains, which
are suitable for use on or in connection with, or as com-
‘ponent parts of, any of the articles enumerated in subsec-
tion (a) or (b) shall be considered parts or accessories
for such artlcles, whether or not primarily adapted for
.such use. This subsection shall not apply to chassis or
bodies for automobile trucks or other automobiles. Under
regulations prescribed by the Commissioner, with the ap-
proval of the Secretary, the tax under this subsection shall
not apply in the case of sales of parts or accessories by
the manufacturer, producer, or importer to a manufacturer
«or producer of any of the articles enumerated in subsection
(a) or (b). If any such parts or accessones are resold
by such vendee otherwise than on or in connection with,
.or with the sale of, an article enumerated in subsection (a)
.or (b) and manufactured or produced by such vendee,
then for the purposes of this section the vendee shall be
.considered the manufacturer or producer of the parts or
.accessories so resold.

(d) Under regulations prescribed by the Commis-
sioner, with the approval of the Secretary, the tax under
subsection (a) or (b) shall not apply in the case of sales
of bodies by the manufacturer, producer, or importer to
a manufacturer or producer of automobile trucks or other
-automobiles to be sold by such vendee. For the purposes
of subsection (a) or (b) such vendee shall be considered
-the manufacturer or producer of such bodies.

(e) If tires or inner tubes on which tax has been im-
-posed under this title are sold on or in connection with,
-or with the sale of, a chassis, body, or motor cycle, there

-shall (under regulations prescnbed by the Commlssmner

‘with the approval of the Secretary) be credited against
-the tax under this section an amount equal to, in the case
of an automobile truck chassis or body, 2 per centum, and
‘In the case of any other automobile chassis or body or

‘motor cycle, 3 -per centum—

87180—34——15
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(1) of the purchase price (less, in the case of tires,
the part of such price attributable to the metal rim or
rim base) if such tires or inner tubes were taxable under
section 602 (relating to tax on tires and inner tubes) ;
or :

(2) if such tires or inner tubes were taxable under
section 622 (relating to use by manufacturer, producer,
or importer) then of the price (less, in the case of tires,
the part of such price attributable to the metal rim or
rim base) at which such or similar tires or inner tubes
are sold, in the ordinary course of trade, by manufac-
turers, producers, or importers thereof, as determined
by the Commissioner.

(f) (1) Where prior to August 1, 1935, any article
subject to the tax imposed by this section or section 602,
relating to tax on tires and inner tubes, has been sold by
the manufacturer, producer, or importer, and is on such
date held by a dealer and intended for sale, there shall be
refunded to the manufacturer, producer, or importer the
amount of the tax, or if the tax has not been paid, the tax
shall be abated.

(2) As used in this subsection the term  dealer”
includes a wholesaler, jobber, or distributor. For the
purposes of this subsection, an article shall be considered
as ‘“ held by a dealer ” if title thereto has passed to such
dealer (whether or not delivery to him has been made),
and if for purposes of consumption title to such article or
possession thereof has not at any time been transferred to
any person other than a dealer.

(3) Under regulations prescribed by the Commis-
sioner, with the approval of the Secretary, the refund
provided by this subsection—(A) may be applied as a
credit against the tax shown by subsequent returns of the
manufacturer, producer, or importer, and (B) may he
made to the dealer instead of to the manufacturer, pro-
ducer, or importer, if the manufacturer, produncer, or im-
porter waives any claim for the amount so to be refunded.
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{4) When the refund, credit, or abatement provided
for in this subsection has been allowed to the manufac-
turer, producer, or importer, he shall remit to the dealer
to whom, was sold the article in respect of which the
refund, credit, or abatement was allowed, so much of that
amount of the tax corresponding to the refund credit, or
abatement, as was included in or added to the price paid
or agreed to be paid by the dealer. TUpon the failure of
the manufacturer, producer, or importer to make such
remission he shall be liable to the dealer for damages in
the amount of three times the amount thereof, and the
court shall include in any judgment in favor of the dealer
in any suit for the recovery of such damages, costs of the
suit and a reasonable attorney’s fee to be fixed by the
court.

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “ 1934” appearing in this section of the 1932 act
. and substituted “ 1935” therefor.

Nore—For section 606 of the 1934 act (rela,tmg to termination of
check tax), see page 263.

SEC. 607. (1932 Act) TAX ON RADIO RECEIVING SETS,
ETC.

There is hereby imposed upon the following articles,
sold by the manufacturer, producer, or importer, a tax
equivalent to 5 per centum of the price for which so sold:
Chassis, cabinets, tubes, reproducing units, power packs,
and phonograph mechanisms, suitable for use in connection
with or as part of radio receiving sets or combination radio
and phonograph sets (including in each case parts or ac-
cessories therefor sold on or in connection therewith or
with the sale thereof), and records for phonographs. A
sale of any two or more of the above articles shall, for the
purpose of this section, be considered a sale of each
separately.

Nore—For section 607 of 1934 act (relating to enforcement of
liability for taxes collected), see page 247.
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SEC. 608. (1932 Act) TAX ON MECHANICAL REFRIGER-
ATORS. '

There is hereby imposed upon the following articles,
sold by the manufacturer, producer, or importer, a tax
equivalent to 5 per centum of the price for which so sold:

(a) Household type refrigerators (for single or mul-
tiple cabinet installations) operated with electricity, gas,
kerosene, or other means (mcludmg parts or accessories
therefor sold on or in connection therewith or with the sale
thereof) . _

(b) Cabinets, compressors, condensers, expansion
units, absorbers, and controls (hereinafter referred to as
“ refrigerator components ”’) for, or suitable for use as
part of or with, any of the articles enumerated in subsec-
tion (a) (including in each case parts or accessories for
such refrigerator components sold on or in connection
therewith or with the sale thereof) except when sold as -
component parts of complete refrigerators or refrigerating
or cooling apparatus. Under regulations prescribed by
the Commissioner, with the approval of the Secretary, the
tax under this subsection shall not apply in the case of
sales of any such refrigerator components by the manu-
facturer, producer, or importer to a manufacturer or pro-
ducer of refrigerators or refrigerating or cooling apparatus.
If any such refrigerator components are resold by such
vendee otherwise than on or in connection with, or with
the sale of, complete refrigerators or refrigerating or cool-
ing apparatus, manufactured or produced by such vendee,
then for the purposes of this section the vendee shall be
considered the manufacturer or producer of the refrigerator
components so resold.

Nore—For section 608 of 1934 act (relating to tax on furs), see
page 219,

SEC. 609. (1932 Act) TAX ON SPORTING GOODS.

There is hereby imposed upon the following articles,
sold by the manufacturer, producer, or importer, a tax
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equivalent to 10 per centum of the price for which so sold:
Tennis rackets, tennis racket frames and strings, nets,
racket covers and presses, skates, snowshoes, skis, tobog-
gans, canoe paddles, polo mallets, baseball bats, gloves,
masks, protectors, shoes and uniforms, football helmets,
harness and uniforms, basket ball goals and uniforms, golf
bags and clubs, lacrosse sticks, balls of all kinds, including
baseballs footballs tennis, golf, lacrosse, billiard and pool
balls, fishing rods and reels billiard and pool tables, chess
and checker boards and pieces, dice, games and parts of
games (except playing cards and children’s toys and
games) ; and all similar articles commonly or commer-
cially known as sporting goods.

Nore.—For section 609 of 1934 act (relating to tax on jewelry,
etc.), see page 220,

SEC. 610. (1932 Act) TAX ON FIREARMS, SHELLS, AND
CARTRIDGES.

There is hereby imposed upon firearms, shells, and car-
tridges, sold by the manufacturer, producer, or importer,
a tax equivalent to 10 per centum of the price for which
so sold. The tax imposed by this section shall not apply
(1) to articles sold for the use of the United States, any
State, Territory, or possession of the United States, any
political subdivision thereof, or the District of Columbia,
or (2) to pistols and revolvers.

Nore-—For section 610 of 1934 act (relating to tax on cigarettes),
see page 248,

. SEC. 611. (1932 Act) TAX ON CAMERAS.

There is hereby imposed upon cameras (except aerial
cameras ) , weighing not more than 100 pounds, and lenses
for such cameras, sold by the manufacturer, producer, or
importer, a tax equivalent to 10 per centum of the price for
which so sold.

Nore—For section 611 of 1934 act (relating to tax on matches),
see the next section.
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SEC. 612. (1932 Act) TAX ON MATCHES.

, There is hereby imposed upon matches, sold by the
manufacturer, producer, or importer, a tax of 2 cents per
1,000 matches, except that in the case of paper matches

in books the tax shall be 4 of 1 cent per 1,000 matches,

and except that in the case of fancy wooden matches and
wooden matches having a stained, dyed, or colored stick
or stem, packed in boxes or in bulk, the tax shall be 5 cents
per one thousand matches.

‘Nore—The amendment to this section was made by section 611
of 19384 act and was made effective on May 11, 1934,

" Nore—For section 612 of 1934 act (relating to tax on certain
futures), see page 259.

SEC. 613. (1932 Act) TAX ON CANDY.

- There is hereby imposed upon candy, sold by the man-
ufacturer, producer or importer, a tax equivalent to 2
per centum of the price for which so sold.

"Note—Section 614 of 1934 act reads as follows:
SEC. 614. TERMINATION OF TAX ON CANDY.

T ke taw imposed by section 613 of the Revenue Act of 1932 shall
not apply to candy sold by the manufacturer, producer, or
importer after the date of the enactment of this Act.

Nore.—For section 613 of 1934 act (relating to termination of
boat tax), see page 265.

SEC. 614. (1932 Act) TAX ON CHEWING GUM.

There is hereby imposed upon chewing gum or sub-
stitutes therefor, sold by the manufacturer, producer, or
importer, a tax equivalent to 2 per centum of the price for
which so sold.

Nore.—For section 614 of 1934 Act (relating to termination of
candy tax), see preceding section.

SEC. 615. (1932 Act) TAX ON SOFT DRINKS.

(a) There is hereby imposed—
(1) Upon all beverages derived wholly or in part
from cereals or substitutes therefor, containing less than
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one-half of 1:per centum of alcohol by volume, sold by
the manufacturer, producer, or importer, a tax of 1}
- cents per gallon.

(2) Upon unfermented grape juice, in natural or
concentrated form (whether or not sugar has been
added), containing 35 per centum or less of sugars by
weight, sold by the manufacturer, producer, or importer,
a tax of 5 cents per gallon.

(3) Upon all unfermented fruit juices (except
grape juice), in natural or slightly concentrated
- form, or such fruit juices to which sugar has been
. added (as distinguished from finished or fountain

syrups), intended for consumption as beverages with
the addition of water or water and sugar, and upon all
imitations of any such fruit juices, and upon all car-
bonated beverages, commonly known as soft drinks
(except those described in paragraph (1)), manu-
factured, compounded, or mixed by the use of con-
centrate, essence, or extract, instead of a finished or
fountain syrup, sold by the manufacturer, producer, or
importer, a tax of 2 cents per gallon.

(4) Upon all still drinks (except grape juice) , con-
taining less than one-half of 1 per centum of alcohol by
volume, intended for consumption as beverages in the
form in which sold (except natural or artificial mineral
and table waters and imitations thereof, and pure apple
cider), sold by the manufacturer, producer, or importer,
a'tax of 2 cents per gallon.

~(5) Upon all natural or artificial mineral waters or
table waters, whether carbonated or not, and all imi-
tations thereof, sold by the producer, bottler, or importer
thereof, in bottles or other closed containers, at over
12% cents per gallon, a tax of 2 cents per gallon.

(6) Upon all finished or fountain syrups of the kinds
used in manufacturing, compounding, or mixing drinks
commonly known as soft drinks, sold by the manufac-
turer, producer, or importer, a tax of 6 cents per gallon;
except that in the case of any such syrups intended to
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be used in the manufacture of carbonated beverages sold
in bottles or other closed containers the rate shall be &
cents per gallon. Where any person conducting a soda
fountain, ice cream parlor, or other similar place of busi-
ness manufactures any syrups of the kinds described in:
this paragraph, there shall be levied, assessed, collected,

and paid on each gallon manufactured and used in the
preparation of soft drinks a tax of 6 cents per gallonj
and where any person manufacturing carbonated bever-
ages manufactures and uses any such syrups in the
manufacture of carbonated beverages sold in bottles or
other closed containers there shall be levied, assessed,
collected, and paid on each gallon of such syrups a tax
of 5 cents per gallon. The taxes imposed by this para-
graph shall not apply to finished or fountain syrups sold
for use in the manufacture of a beverage subject to tax
under paragraph (1) or (4), nor to any article
enumerated in section 601 (¢) (3).

(7) Upon all carbonic acid-gas sold by the manu- .

facturer, producer, or importer, or by a dealer in such

gas, to a manufacturer of any carbonated beverages, or

to any person conducting a soda fountain, ice cream
parlor, or other similar place of business, and upon all
carbonic acid gas used by the manufacturer, producer,

or importer thereof in the preparation of soft drinks, a

tax of 4 cents per pound.

(b) Each manufacturer, producer, or importer of any
of the articles enumerated in subsection (a) and each per-
son who sells carbonic acid gas to a manufacturer of
carbonated beverages or to a person conducting a soda
fountain, ice cream parlor, or other similar place of busi-
ness, shall make monthly returns under oath in duplicate
and pay the tax imposed in respect of the articles enu~
merated in subsection (a) to the collector for the district
in which is located his principal place of business, or, if
he has no principal place of business in the United States,
then to the collector at Baltimore, Maryland. Such re-
turns shall contain such information and be made at suck
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times and in such manner as the Commissioner, with the

. approval of the Secretary, may by regulations. prescribe.

The tax shall, without assessment by the Commissioner or

* motice from the collector, be due and payable to the col-

lector-at the time so fixed for filing the return. If the tax
is not paid when due, there shall be added as part of the tax
interest at the rate of 1 per centum a month from the time
the tax became due until paid. |

(e} Fach person required to pay any tax imposed by
subsection (a) shall procure and keep posted a certificate
of registry in accordance with regulations to be prescribed
by the Commissioner, with the approval of the Secretary.
Any person who fails to register or keep posted any cer-
tifieate of registry in accordance with such regulations
shall be subject to a penalty of not more than .$1,000 for
each such offense, '

Nore.—Section 601 of the 1934 act reads as follows:

SEC. 601. TERMINATION OF SOFT DRINK TAX.

No taw shall be imposed under section 615 of the Revenue Act of
1932 on the sale or use of any article if such sale or use takes place
after the date of the enactment of this Act. :

SEC. 616. TAX ON ELECTRICAL ENERGY FOR DOMESTIC
OB COMMERCIAL CONSUMPTION.

(a) There is hereby imposed upon electrical energy
sold for domestie or commercial consumption and not for
resale a tax equivalent to 3 per centum of the price for
which so sold, to be paid by the vendor under such rules
and regulations as the Commissioner, with the approval
of the Secretary, shall prescribe. The sale of electrical
energy to an owner or lessee of a building, who purchases
such electrical energy for resale to the tenants therein,
shall for the purposes of this section be considered as a
sale for consumption and not for resale, but the resale to
the tenant shall not be considered a sale for consumption.

(b) The provisions of sections 619, 622, and 625 shall
not be applicable with respect to the tax imposed by this
section. '
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~(¢) - No tax shall-be imposed under this section apon

electrical energy sold to the United States or to: any State .

or Territory, or political subdivision thereof, or the Dis
trict of Columbia. None of the provisions of this section
shall apply to publicly owned electric and power plants.
The right to exemption under this subsection shall be evi~
denced in such manner as the Commissioner, with the
approval of the Secretary, may, by regulation, prescribe.

Nore.—Section 6(a) of the act extending the gasoline tax for one
year, approved June 16, 1933, substituted this section for sectiom
616 of the 1932 act. The section was made effective September 1,
%933. Section 616 of the 1932 act, prior to its amendment, read ‘as

ollows: g

SEC. 616. TAX ON ELECTRICAL ENERGY.

(a) There is hereby imposed a tax equivalent to 3 per centum of
the amount paid on or after the fifteenth day after the date of the
enactment of this Act, for electrical energy for domestic or com-
mercial consumption furnished after such date and before July 1,
1934, to be paid by the person paying for such electrical energy and
to be collected by the vendor.

(b) Each vendor receiving any payments specified int subsection
ﬁa) shall collect the amount of the tax imposed by such subsection

rom the person making such payments, and shall on or before the
last day of each month make a return, under oath, for the preceding
month, and pay the taxes so collected, to the collector of the district
in which his principal place of business is located, or if he has no
principal place of business in the United States, to the collector at
Baltimore, Maryland. Such returns shall contain such information
and be made in such manner as the Commissioner with the approval
of the Secretary may by regulation prescribe. The Commissioner
may extend the time for making returns and paying the taxes col-
lected, under such rules and regulations as he shall prescribe with
the approval of the Secretary, but no such extension shall be for
more than 90 days. The provisions of sections 771 to 774, inclusive,
shall, in lieu of the provisions of sections 619 to 629, inclusive, be
applicable in respect of the tax imposed by this section.

(c) No tax shall be imposed under this section upon any payment
received for electrical energy furnished to the United States or to
any State or Territory, or political subdivision thereof, or the
District of Columbia. The right to exemption under this subsection
shall be evidenced in such manner as the Commissioner with the
apgroval of the Secretary may by regulation prescribe.

ubsection (b) of section 6 of the act extending the gasoline tax
reads as follows: : ' :

(b) Despite the provisions of this section the tax imposed under
section 616 of the Revenue Act of 1932 before its amendment hy this
section on electrical energy furnished before September 1, 1933, shall
be imposed, collected, and paid in the same manner and shall be sub-
ject to the same provisions of law (including penalties) as if this
section had not been enacted.
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SEC. 617. (1932 Act) TAX ON GASOLINE.

. -(a) There is hereby imposed on gasoline sold by the
importer thereof or by & producer of gaseline producer or
smporter thereof, or by any producer of gasoline, a tax
of 1 cent a gallon, except that under regulations prescribed

by the Commissioner with the approval of the Secretary

the tax shall not apply in the case of sales to a producer
of gasoline. - . o
Nore—As amended by section 603(b) of 1934 act. TUnder
sections 211(a) and 217(b) of the National Industrial Recovery Act
the rate of tax was temporarily 114 cents a gallon. o
(b) If a producer or importer uses (otherwise than in
the: production  of -gasoline) gasoline sold to him free of

-tax, or produced or imported by him, such use shall for

the purposes of this title be considered a sale. Any per-
son to whom gasoline is sold tax-free under this section on
or after the effective date of the Revenue Act of 1932 shall
\be considered the producer of such gasoline.

' Note—New sentence added by section 603(b) of 1934 act.-

". (c) Asused in this section— o

' (1) the term “ producer ” includes a refiner, com-
pounder, or blender, and a dealer selling gasoline ex-
clusively to producers of gasoline, as well as a producer.
and any other liquid the ehief use of which i 88 &
“ benzol 2 deoes net inelude benzol sold for use otherwise
than as & fuel for the propulsion of meter wehieles;
Nore.—Section 211(b) of the National Industrial Recovery Act

added the last sentence of this paragraph to 1932 act.

(2) the term gasoline means (A) all products com-
monly or commercially known or sold as gasoline (in-
cluding casinghead and natural gasoline), benzol, ben-
zene, or naphtha, regardless of their classifications or
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uses; and (B) any other liguid of a kind prépared,
advertised, offered for sale or sold for use as, or used
as, a fuel for the propulsion of motor vehicles, motor
boats, or airplanes; except that it does not include any
of the foregoing (other than products commonly or com-
mercially known or sold as gasoline) sold for use other-
wise than as a fuel for the propulsion of motor vehicles,
motor boats, or airplanes, and otherwise than in the
manufacture or production of such fuel, and does not
include kerosene, gas oil, or fuel oil.

Nore—As amended by section 603(c) of 1934 act. The ‘amend-
ment was effective on the thirtieth day after the enactment of that
act.

(d) Every person subject to tax under this section or
section 601(c) (1) shall, before the ihirtieth day after the
-date of the enactment of the Revenue Act of 1934 (or in
the case of a person commencing business after such day
before incurring any liability for taxz under such sections)
register with the collector for the district in which is located
his principal place of business (or, if he has no principal
place of business in the United States, with the collector
at Baltimore, Maryland) and shall give a bond, to be
approved by such collector, conditioned that he shall not
engage wn any attempt, by himself or by collusion with
others, to defraud the United States of any tax under
such sections; that he shall render truly and completely all
returns, statements, and inventories required by law or
regulations in pursuance thereof and shall pay all taxes
due under such sections; and that he shall comply with all
requirements of law and regulations in pursuance thereof
with respect to tax under such sections. Such bond shall
be in such sum as the collector may require in accordance
with requlations prescribed by the Commissioner with the
approval of the Secretary, but not less than $2,000. The
collector may from time to time require new or additional
bond in accordance with this subsection. Ewvery person
who fails to register or gwe bond as required by this sub-
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section, or who in connection with any purchase of gaso-
line or lubricating oil falsely represents humself to be regis-
tered and bonded as provided by this subsection, or who
willfully makes any false statement in an applwatwn for
registration under this subsection, shall upon conviction
thereof be fined not more than $5,000 or imprisoned not
more than five years, or both, together with the costs of
prosecution. If the Commissioner finds that any manu-
facturer or producer has at any time evaded any Federal
taxz on gasoline or lubricating ou, he may revoke the regis-
tration of such manufacturer or producer, and no sale to,
or for resale to, such manufacturer or producer thereafter
shall be taz-free under section 601(c) (1), this section, or
section 620, as amended, but such manufacturer or pro-
ducer shall not be relieved of the requirement of giving bond
under this subsection. ,

(e) Under regulations prescribed by the Commissioner
with the approval of the Secretary, records required to be
kept with respect to taxes under section 601(c)(1), as
amended, or this section, and returns, reports, and state-
ments with respect to such taxes filed with the Commissioner
or a collector, shall be open to inspection by such officers of
any State or Territory or political subdivision thereof or
the District of Columbia as shall be charged with the en-
forcement or collection of any taz on gasoline or lubricating
oils. The Commissioner and each collector shall furnish
to any of such officers, upon written request, certified copies
of any such statements, reports, or returns filed in his.office
upon the payment of a fee of $1 for each one hundred words
or fraction thereof in the copy or copies requested.

- Nore.—Subsections (d) and (e) added by section 603(d) of 1934
act,

SEC. 618. (1932 Act) DEFINITION OF SALE.

For the purposes of this title, the lease of an article shall
be considered the sale of such article.
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SEC. 619. (1932 Act) SALE PRICE.

(a) In determining, for the purposes of this title, the
price for which an article is sold, there shall be included
any charge for coverings and containers of whatever
nature, and any charge incident to placing the article in
condition packed ready for shipment, but there shall be
excluded the amount of tax imposed by this title, whether
or not stated as a separate charge. A transportation, de-
livery, insurance, installation, or other charge (mot re-
quired by the foregoing sentence to be included) shall be
excluded from the price only if the amount thereof is estab-
lished to the satisfaction of the Commissioner, in accord-
ance with the regulations.

(b) If an article is—

(1) sold at retail;

{(2) sold on consignment; or

(3) sold (otherwise than through an arm’s-length

transaction) at less than the fair market price;

the tax under this title shall (if based on the price for
which the article is sold) be computed on the price for
which such articles are sold, in the ordinary course of trade,
by manufacturers or producers thereof, as determined by
the Commissioner. .

(¢) In the case of (1) a lease, (2) a contract for the
sale of an article wherein it is provided that the price shall
be paid by installments and title to the article sold does not
pass until a future date notwithstanding partial payment
by installments, or (3) a conditional sale, there shall be
paid upon each payment with respect to the article that
portion of the total tax which is proportionate to the por-
tion of the total amount to be paid represented by such

payment.
SEC. 620. TAX-FREE SALES.

Under regulations prescribed by the Commissioner
with the approval of the Secretary, no tax under this title
shall be imposed with respect to the sale of any article—

Google



235

{1y for use by the vendee as material in the manu-
facture or production of, or as a component part of, an
.article enumerated in this title;
" (2) for resale by the vendee for such use by his
vendee, if such article is in due course so resold;

(3) for resale by the vendee to a State or political
subdivision thereof for use in the exercise of an essential
governmental function, if such article is in due course
50 resold.

For the purposes of this title the manufacturer or producer
to whom an article is sold under paragraph (1) or resold
mnder paragraph (2) shall be considered the manufac-
turer or producer of such article. The provisions of para-
graphs (1) and (2) shall not apply with respect to tires
or inner tubes or articles enumerated In section 604,
relating to the tax on furs. : :

Nore—Section 4(a) of the act extending the gasoline tax for one
year, approved June 16, 1933, substituted this section for section
620 of the 1932 act. The section was made effective 15 days after
the date of the enactment of the extending act. Section 620 of the
1932 act, prior to its amendment, read as follows: :

SEC. 620. SALE OF ARTICLES FOR FURTHER MANUFACTURE.

Under regulations prescribed by the Commissioner with the
approval of the Secretary, no tax under this title shall be imposed
aipon any article (other than a tire or inner tube, or an article taxable
under section 604, relating to the tax on furs) sold for use as
material in the manufacture or production of, or for use as a com-
ponent part of, an article to be manufactured or produced by the
vendes which will be taxable under this title or sold free of tax
by virtue of this section. If the vendee resells an article sold to

. him free of tax under this section, then for the purposes of this title
the shall be considered the manufacturer or producer of such article.

SEC. 621. (1932 Act) CREDITS AND REFUNDS.

(a) A credit against tax under this title, or a refund,
may be allowed or made—

(1) to a manufacturer or producer, in the amount of
any tax under this title which has been paid with respect
to the sale of any article (other than a tire or inner
tube) purchased by him and used by him as material in
the mannfacture or production of, or as a component
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" part of, an article with respect to which tax ander this

* title has been paid, or which has been sold free of tax

by virtue of section 620, relatmg to sales of :articles for
further manufacture.

(2] to any person who has paid tax under this title
with respect to an article, when the price on which the
tax was based is readjusted by reason of return or repos-
session’ of the article or:a. covering or container, or by &
bona fide discount, rebate, or allowance; in the amount
of thet part of the tax proportionate to ‘the parf: of the
price which is refunded or credited.

- (8) to a manufacturer, producer, or importer in the
amount of tax paid by him under this title with respect
to the sale of any article to a dealer, if the manufacturer,

* producer, or importer has in his possession such evi-
dence as the regulations may preseribe that (A) such
article-has after the date this paragraph takes effect been
delivered by the dealer to a State or political subdivision

~ thereof for use in the exercise of an essenfial govern-
mental function and (B) the manufacturer, producet,
or importer has repaid or agreed to repay the amount

“of such tax to the dealer or has obtained the consent
of the dealer to the allowance of the credit or refund.

- Nore—The above paragraph was added by section 4(b) of the
act extending the gasoline tax for 1 year, approved June 16, 1933.
The amendment was made effective 15 days after the date of the
enactment of that act.

(b) Credit or refund under subsection (a} shall be
allowed or made only upon compliance with regulations
prescribed by the Comlnlssmner with the approval of the
Secretary.

(¢) In no case shall interest be allowed .with respect to
any amount of tax under this title credited or refunded.

(d) No overpayment of tax under this title shall be
credited: or refunded (otherwise than under subsection
(a) ), in pursuance of a court decision or otherwise; unless
the person who paid the tax establishes, in accordance with
regulations presc;rlbe;di by the Comnussxoner with the
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spproval of the Secretary, (1) that he has not included
the tax in the price of the article with respect to which it
W imposed, or collected the amount of tax from the
vendee, or (2) that he has repaid the amount of the tax
to the ultimate purchaser of the article, or unless he files
with the Commissioner written consent of such ultimate
purchaser to the allowance of the credit or refund.

SEC. 622. (1932 Act) USE BY MANUFACTURER, PRODUCER,
OR IMPORTER.

If—

(1) any person manufactures, produces, or imports
an article (other than a tire or inner tube) and uses it
(otherwise than as material in the manufacture or pro-
duction of, or as a component part of, another article
to be manufactured or produced by him which will be
taxable under this title or sold free of tax by virtue of
section 620, relating to sale of articles for further
manufacture) ; OT

(2) any person manufactures, produces, or imports
a tire or inner tube and sells it on or in connection with,
or with the sale of, an article taxable under section
606 (a) or (b}, relating to the tax on automobiles, or
uses it;

he shall be Hable for tax under this title in the same man-
ner as if such article was sold by him, and the tax (if
based on the price for which the article is sold) shall be
computed on the price at which such or similar articles
are sold, in the ordinary course of trade, by manufacturers,
producers, or importers thereof, as determined by the
Commissioner.

SEC. 623. (1932 Act) SALES BY OTHERS THAN MANUFAC-
TURER, PRODUCER, OR IMPORTER.

In case any person acquires from the manufacturer,
producer, or importer of an article, by operation of law

or as a result of any transaction not taxable under this title,
87180—34——18

Go gle



238

the right to sell such article, the sale of such article by such
person shall be taxable under this title as if made by the
manufacturer, producer, or importer, and such person shall
be liable for the tax.

SEC. 624. (1932 Act) EXEMPTION OF ARTICLES MANUFAC-
TURED OR PRODUCED BY INDIANS.

No tax shall be imposed under this title on any article
of native Indian handicraft manufactured or produced by
Indians on Indian reservations, or in Indian schools, or by
Indians under the jurisdiction of the United States Gov-
ernment in Alaska.

SEC. 625. (1932 Act) CONTRACTS PRIOR TO MAY 1, 1932

(a) If (1) any person has, prior to May 1, 1932,
made a bona fide contract for the sale, after the tax takes
effect, of any article in respect of the sale of which a tax is
imposed under this title, or in respect of which a tax is im-
posed under this subsection, and (2) such contract does
not permit the adding to the amount to be paid under such
contract, of the whole of such tax, then (unless the con-
tract prohibits such addition) the vendee shall, in lieu of
the vendor, pay so much of the tax as is not so permitted
to be added to the contract price. If a contract of the
character above described was made with the United
States or with any person other than a dealer, no tax shall
be collected under this title.

(b) The taxes payable by the vendee shall be paid to
the vendor at the time the sale is consummated, and shall
be collected, returned, and paid to the United States by
such vendor in the same manner as provided in section
702. In case of failure or refusal by the vendee to pay
such taxes to the vendor, the vendor shall report the facts
to the Commissioner, who shall cause collection of such
taxes to be made from the vendee.
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SEC. 626. (1932 Act) RETURN AND PAYMENT OF MANU-
FACTURERS’ TAXES.

(a) Every person liable for any tax imposed by this
title other than taxes on importation (except tax under
section 615, relating to tax on soft drinks) shall make
monthly returns under oath in duplicate and pay the taxes
imposed by this title to the collector for the district in
which is located his principal place of business or, if he
has no principal place of business in the United States,
then to the collector at Baltimore, Maryland. Such re-
turns shall contain such information and be made at such
times and in such manner as the Commissioner, with the
approval of the Secretary, may by regulations prescribe.

(b) The tax shall, without assessment by the Commis-
stoner or notice from the collector, be due and payable to
the collector at the time so fixed for filing the return. TIf
the tax is not paid when due, there shall be added as part
of the tax interest at the rate of 1 per centum a month from
the time when the tax became due until paid.

SEC. 627. (1932 Act) APPLICABILITY OF ADMINISTRA-
TIVE PROVISIONS.

All provisions of law (including penalties) applicable
in respect of the taxes imposed by section 600 of the Rev-
enue Act of 1926, shall, in so far as applicable and not
inconsistent with this Act, be applicable in respect of the
taxes imposed by this title.

SEC. 628. (1932 Act) RULES AND REGULATIONS.

The Commissioner, with the approval of the Secretary,
shall prescribe and publish all needful rules and regulations
for the enforcement of this title in so far as it relates to the
taxes on articles sold by the manufacturer, producer, or
importer. The Secretary shall prescribe and publish all
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needful rules and regulations for the enforcement of this
title in so far as it relates to the taxes which under the pro-
visions of section. 601 (b) are to be levied, assessed, col-
lected, and paid in the same manner as duties imposed by
“the Tariff Act of 1930.

SEC. 629. (1932 Act) EFFECTIVE DATE.

This title shall take effect on the fifteenth day after the
date of the enactment of this Act, except that section 628,
relating to rules and regulations, and this section, shall take
effect on the date of the enactment of this Act. No sale or
importation after June 30, 1935 (or after July 31, 1935,
in the case of articles taxable under section 606, relating to
the tax on automobiles, etc., or section 602, relating to the
tax on tires and inner tubes), shall be taxable under this
title.

Note—Section 1 of the act extending the gasoline tax for 1 year,
approved June 16, 1933, struck out of this section of the 1932 act
the comma following the word “tubes” and the phrase “or after
June 30, 1933, in the case of articles taxable under section 617,
relating to the tax on gasoline ”.

Nore.—Section 212 of the National Industrial Recovery Act struck
out the date “ 1934 ” appearing in this section of the 1932 act and
substituted “ 1935 ” therefor,

SEC. 630. EXEMPTION FROM TAX OF CERTAIN SUPPLIES
FOR VESSELS.

Under regulations prescribed by the Commissioner,
with the approval of the Secretary, no tax under this title
shall be imposed upon any article sold for use as fuel sup-
plies, ships’ stores, sea stores, or legitimate equipment on
vessels of war of the United States or of any foreign nation,
vessels employed in the fisheries or in the whaling business,
or actually engaged in foreign trade or trade between the
Atlantic and Pacific ports of the United States or between
the United States and any of its possessions. Articles man-
ufactured or produced with the use of articles upon the
importation of which tax has been paid under this title,
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ifladen for use as supplies on such vessels, shall be held to
be-exported for the purposes of section 601 (b).

. Nore—Section 5 of the act extending the gasoline tax for 1 year,
approved June 16, 1933, added the above section to the 1932 act.
.'I%e:section was made. effective 15 days after the date of the enact-

mernit of the extending act.

TITLE IV (1934 Act)—EXCISE TAXES

Nore—For section 601 of 1934 act (relating to termination of
soft drink tax), see page 229.

Nore—For section 602 of 1934 act (relating to tax on certain
oils), see page 218.

SEC. 602}. (1934 Act) PROCESSING TAX ON CERTAIN OILS.

(a) There is hereby imposed upon the first domestic
processing of coconut oil, sesame oil, palm oil, palm
kernel oil, or sunflower oil, or of any combination or miz-
ture containing a substantial quantity of any one or more
of such oils with respect to any of which oils there has been
no previous first domestic processing, a tax of 3 cents per
pound, to be paid by the processor. There 1s hereby im-
posed (in addition to the tax imposed by the preceeding
sentence) a tax of 2 cents per pound, to be paid by the
processor, upon the first domestic processing of coconut
o1l or of any combination or mizture containing a substan-
tial quantity of coconut oil with respect to which oil there
has been no previous first domestic processing, except that
the tax imposed by this sentence shall not apply when it
18 established, in accordance with regulations prescribed
by the Commissioner with the approval of the Secretary,
that such coconut oil (whether or not contained in such a
combination or mixture), (A) is wholly the production
of the Philippine Islands or any other possession of the
United States, or (B) was produced wholly from ma-
terials the growth or production of the Philippine Islands
or any other possession of the United States, or (C) was
brought into the United States on or before the 30th day
after the date of the enactment of this Act or produced from
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materials brought into the United States. on or before: the

30th day after the date of enactment of this Aet, or (D}
was purchased under a bona fide contract entered- into
prior to April 26, 1934, or produced from miaterials pur-
chased under a bona fide contract entered into prior to
April 26, 1934. All taxes. collected under this section
with respect to coconut ol wholly of Philippine produc-
tion or produced from materials wholly of Philippine
growth or production, shall be held as a separate fund and
paid to the Treasury of the Philippine Islands, but if at
any time the Philippine Government provides by any law
for any subsidy to be paid to the producers of copra, cocos
nut o, or allied products, no further payments to_the
Philippine Treasury shall be made under this subsection.
For the purposes of this section the term * first domestic
processing ' means the first use in the United States, in
the manufacture or production of an article intended for
sale, of the article with respect to which the taz is imposed,
but does not include the use of palm oil in the manufacture
of tin plate.

(b) Each processor required to pay the tax imposed
by this section shall make monthly returns under oath in
duplicate and pay the tax to the collector of internal reve-
nue for the district in which is located his principal place
of business, or if he has no principal place of business in
the United States, then to the collector of internal revenue
at Baltimore, Maryland. Such returns shall contain such
information and be made at such times and in such man-
ner as the Commissioner of Internal Revenue, with the
approval of the Secretary of the Treasury, may by regu-
lations prescribe. The tax shall, without assessment by
the Commissioner or notice from the collector, be due and
payable to the collector at the time so fized for filing the
return. If the tax is not paid when due, there shall be
added as part of the tax interest at the rate of 1 per centum
per month from the time the tax became due until paid.

(c) Subject to such rules and requlations as the Com-
missioner, with the approval of the Secretary, may pre-
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soribe, any person who has sold to a State, or a political
subdivision thereof, for use in the exercise of an essential
governmental function any article containing any such
oil, combination, or mizture, upon the processing of which
a taz has been paid under this section shall be entitled to
a credit or refund of the tax paid with respect to the quan-
tity of such oil, combination, or mizture contained in such
article.

(d) Upon the exportation to any foreign country or
to a possession of the United States of any article wholly
or in chief value of an article with respect to the processing
of which a tax has been paid under this section, the
exporter thereof shall be entitled to a refund of the amount
of such taz. Upon the giving of bond satisfactory to the
Secretary for faithful observance of the provisions of this
section requiring the payment of taxes, any person shall
be entitled, without payment of the tax, to process for such
exportation any article with respect to which a tax s
imposed by this section.

(e) If (1) any person has, prior to January 26, 1934,
made a bona fide contract for the sale on or after the effec-
tive date of this section of any article wholly or in chief
value of an article with respect to which a taz s imposed
by this section or of any article with respect to which a
tax 18 imposed by this subsection, and if (2) such contract
does not permit the addition to the amount to be paid there-
under of the whole of such taz, then (unless the contract
expressly prohibits such addition) the vendee shall pay so

- much of the tax as is not permitted to be added to the con-

tract price. Taxes payable by the vendee shall be paid to
the vendor at the time the sale is consummated and shall
be returned and paid to the United States by the vendor
wn the same manner as other taxes under this section. In
case of failure or refusal by the vendee to pay such taxes
to the vendor, the vendor shall report the facts to the Com-
massioner, who shall cause collection of such taxes to be
made from the vendee.
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(f) All provisions of law (including penalties) appli-
cable in respect of taxes imposed by section 600 of the Rev-
enue Act of 1926, shall, insofar as applicable and not in-
consistent with this section, be applicable in respect of the
tazes imposed by this section.

(g) All collections except as provided in subsection (a)
under this section shall, notuithstanding any other pro-
vistons of law, be covered into the general fund of the
Treasury of the United States.

Nore.—For section 603 of 1934 act (relating to tax on lubricating
oil and gasoline), see page 231.

SEC. 604. (1934 Act) PRODUCERS’ TAX ON CRUDE PETROLEUM.

(a) There is hereby imposed on crude petroleum sold
by the producer thereof, a tax of one-tenth of 1 cent per
barrel of 42 gallons, to be paid by the producer. Under
regulations prescribed by the Commaissioner, with the ap-
proval of the Secretary, such tax shall not apply to crude
petroleum produced from any well which s not capable
of producing more than 5 barrels per day.

(b) Every person purchasing crude petroleum from the
producer thereof, and taking delivery thereof at the prem-
1ses where produced, shall collect the tax imposed by sub-
section (a) from the producer. Ewvery such purchaser,
and every producer liable for any tax under this section
not so collected from him, shall make monthly returns under
oath and pay such taxes to the collector for the district in
which are located the premises where such crude petroleum

was produced. Such returns shall contain such informa- .

tion and be made at such times and in such manner as the
Commassioner, with the approval of the Secretary, may by
requlations prescribe.

(¢) Every purchaser required to collect any tax under
thas section shall make such collection by deducting and
withholding the amount of such tax from any payments
made by such purchaser to the producer. Ewvery such pur-
chaser is hereby indemnified against the claims and de-
mands of such producer for the amount of any payments
made in accordance with the provisions of this section.
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- (d) The Commzsswner with the approval of the Secre-
tary, may require such bond or other security from any
person subject to any provision of this section as he deems
néeessary for the protection of the revenue and to assure
compliance with this section and other provisions of law
applicable with respect to the tax imposed by this section,
and may prescribe the form and conditions thereof, provide
for the approval of the sureties thereon (without regard to
any general provision of law ), fix the amount and penalty
thereof (whether for the payment of liquidated damages
or of a penal sum), and authorize the cancellation of any
such bond, in the event of a breach of any condition thereof,
upon the payment of such lesser amount as he may deem
sufficient. Any person willfully fazlmg to comply with
any such requirement shall, upon conviction, be fined not
more than $1,000, or zmpmsoned not more than siz months,
or both.

(e) In addition to records and reports otherwise re-
quired by law or regulation, every working interest
operator of a well producing crude petroleum or otherwise
taking crude petroleum from the earth or waters thereof
(whether or not the producer as defined in this section)
shall keep such records and make such reports with respect
to production and disposition of crude petroleum, at such
time and in such manner, as the regqulations shall prescribe.
Records, reports, and returns required under this section
or any provision of law applicable with respect to tax under
this section shall, wherever held, be open to wnspection at
all reasonable hours by any duly authorized representative
of the Commissioner or any agency of the United States
or any State having supervisory or regulatory powers over
the production of crude petroleum.

(f) For the purposes of this section—-

- (1) the refining of crude petroleum on the premises
where produced, the removal of crude petroleum there-
from, or any transfer or other disposition of crude petro-
leum shall be considered a sale.
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(2) the term “‘producer” means the person owming
crude petroleum or having any interest in or title to
crude petroleum at the time of its production.

(3) the term ““ working interest operator ”’ means the
person having the management and operation of a well.

(4) the amount of crude petroleum produced shall be
determined with allowance for any reasonable and bona
fide deduction for basic sedvment and water agreed upon

- by the producer and the purchaser for the purpose of
determining the amount sold. ' :
~ (g) The provisions of section 623 and sections 771 to
774, inclusive, of the Revenue Act of 1932 shall be appli-
cable with respect to the tax imposed by this section.
(k) This section shall take effect on the thirtieth day
after the date of its enactment. | '

Nore.—For section 604 of 1932 act (relating to tax on' furs), see
page 219. . :

SEC. 605. (1>934 Act) TAX ON REFINING OF CRUDE PETRO-
LEUM. '

(a) There is hereby imposed (1) on crude petroleum
refined or processed in the United States, a tazx of one-tenth
of one cent per barrel of forty-two gallons, to be paid by the
refiner or processor, and (2) on gasoline produced or
recovered wn the United States from natural gas a taz of
one-tenth of one cent per barrel of forty-two gallons, to be
paid by the person producing or recovering such gasoline.
- (b) Every person liable for tax under this section shall
make monthly returns under oath in triplicate for each
plant or refinery, and pay such tazes to the collector for the
dustrict in which such plant or refinery is located.. Such
returns shall contain such information and be made at such
times and tn such manner as the Commissioner with the
approval of the Secretary may by requlations prescribe.
The tax shall, without assessment by the Commissioner or
notice from the collector, be due and payable to the collector
at the time fized for filing the return. If the taz is not
paid when due there shall be added as part of the taz inter-
est at the rate of one per centum a month from the time when
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the taz becomes due until paid. Every refiner or processor
shall (in addition to records otherwise required by law or
regulation ) keep such records as shall be prescribed by reg-
ulations under this section showing daily receipts, stocks,
and disposals of crude petroleum and the names and
addresses of the persons from whom recewed. Every per-
son handling, transporting, storing, or dealing in any man-
ner in crude petroleum shall keep such records and make
such returns with respect to transactions in crude petrolewm
as shall be required by requlations wnder this section.
Returns and records required under this section shall be
open to inspection at all reasonable hours by any duly
authorized representative of the Commissioner or any
agency of the United States or any State having super-
wsory or regulatory powers over the production of crude
petroleum.

(c) As used in this section, the term gasohne means
gasoline as defined in section 617 of the Revenue Act of
1932, as amended.

- (d) The Commissioner, with the approval of the Secre-
tary, shall prescribe such requlations as he deems necessary
for the enforcement of this section.

(e) Al provisions of law (including penalties) appli-
cable with respect to the taxes imposed by section 600 of the
ftevenue Act of 1926, shall, insofar as applicable and not
inconsistent with this section, be applicable with respect to
the tazes imposed by this section.

(f) This section shall take effect on the thirtieth day
after the date of the enactment of this Act.

Nore~For section 605 of 1932 act (relating to tax on jewelry,
ete.), see page 219,

Nore—For section 606 of 1934 act (relating to termination of
<heck tax), see page 263.

SEC. 607. (1934 Act) ENFORCEMENT OF LIABILITY FOR TAXES
COLLECTED.

Whenever any person is required to collect or withhold
. any internal-revenue tax from any other person and to
pay such tax over to the United States, the amount of tax
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so collected or withheld shall be held to be a special fund
wn trust for the United States. The amount of such fund
shall be assessed, collected, and paid in the same manner
and subject to the same provisions and limitations (includ-
wng penalties) as are applicable with respect to the tawes
from which such fund arose.

Nore.—For section 607 of 1932 act (relating to tax on receiving
sets, etc.), see page 223.

Nore.—For section 608 of 1934 act (relating to tax on furs), see
page 219,

Note—For section 609 of 1934 act (relating to tax on jewelry, 4

etc.), see page 220.
SEC. 610. (1934 Act) TAX ON CIGARETTES.

E ffective on the day following the date of the enactment
of this Act, the last two paragraphs of section 400(a) of
the Revenue Act of 1926 are amended to read as follows:

“On cigarettes made. of tobacco, or any substitute
therefor, and weighing not more than three pounds per
thousand, $3 per thousand;

“ Weighing more than three pounds per thousand,
$7.20 per thousand; except that if more than 6% inches
in length they shall be taxable at the rate provided in the
preceding paragraph, counting each 2% inches (or frac-
tion thereof) of the length of each as onme cigarette.”

NoTe.—Section 400(a) of the Revenue Act of 1926, as amended
by the above, reads as follows:

SEc. 400. (a) Upon cigars and cigarettes manufactured in or im-
ported into the United States, which on or after the expiration of 30
days after the enactment of this Act are sold by the manufacturer or
importer, or removed for consumption or sale, there shall be levied,
collected, and paid under the provisions of existing law, in lieu of the
internal-revenue taxes now imposed thereon by section 400 of the
Revenue Act of 1924, the following taxes, to be paid by the manu-
facturer or importer thereof—

On cigars of all descriptions made of tobacco, or any substitute
therefor, and weighing not more than three pounds per thousand,
75 cents per thousand;

On cigars made of tobacco, or any substitute therefor, and weigh-
ing more than three pounds per thousand, if manufactured or imported
to retail at not more than 5 cents each, $2 per thousand;

If manufactured or imported to retail at more than 5 cents each
and not more than 8 cents each, $3 per thousand;

If manufactured or imported to retail at more than 8 cents each
and not more than 15 cents each, $5 per thousand;
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If manufactured or imported to retail at more than 15 cents each
and not more than 20 cents each, $10.50 per thousand;

If manufactured or imported to retail at more than 20 cents each,
$13.50 per thousand; _

On- cigarettes made of tobacco, or any “substitute therefor, and
weighing not more than three pounds per thousand, $3 per thousand;

Waeighing more than three pounds per thousand, $7.20 per thousend-
thousand; except that if more than 6% inches in length they shall be tazable
at the rate provided in the preceding paragraph, counting each 2% inches
(or fraction thereof) of the length of each as one cigarette.

Note.—For section 610 of 1932 act (relating to tax on firearms,
etc.), see page 225.

Nore.—For section 611 of 1934 act (relating to tax on matches),
see page 226.

Nore—For section 612 of 1934 act (relating to tax on certain
futures), see page 259.
. Nore—For section 613 of 1934 act (relating to termination of
boat tax), see page 265.

Nore—For section 614 of 1934 act (relating to termination of
candy tax), see page 226.

- TITLE V (1932 Act)—MISCELLANEOUS
TAXES

Part I—Tax on Telegraph, Telephone, Radio, and Cable
Facilities

SEC. 701. (1932 Act) IMPOSITION.

(a) On and after the fifteenth day after the date of the
enactment of this Act, there shall be imposed—

(1) in the case of each telegraph, telephone, cable,
or radio dispatch, message, or conversation, which
originates on or after such date and before July 1, 1935,
within the United States, a tax at the following rates:

(A) Telephone conversations for which the
charge is 50 cents or more and less than $1, 10 cents;
for which the charge is $1 or more and less than $2,
15 cents; for which the charge is $2 or more, 20
cents ;

(B) telegraph dispatches and messages, 5 per
centum of the amount charged therefor; and

(C) cable and radio dispatches and messages, 10
cents ;
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“hut only one payment of such tax shall be required, not-
withstanding the lines or stations of one or more persons
are used for the transmission of such dispatch, message;
or conversation; and = S 4

(2) a tax equivalent to 5 per entum of the amount
paid on or after the fifteenth day after the date of the
cnactment of this Act to any telegraph or telephone
company for any leased wire or talking circuit special
service furnished on or after such date and before July
1, 1935. This paragraph shall not apply to the amount
paid for so much of such service as is utilized in the
conduct, by a common carrier or telephone or telegraph
company or radio broadcasting station or net work, of
its business as such.

(b) No tax shall be imposed under this section upon
‘any payment received for services or facilities furnished
to the United States or to any State or Territory, or
political subdivision thereof, or the District of Columbia,
nor upon any payment received from any person for serv-
ices or facilities utilized in the collection of news for the.
public press or in the dissemination of news through the.
public press, if the charge for such services or facilities is
billed in writing to such person. The right to exemption
under this subsection shall be evidenced in such manner
as the Commissioner with the approval of the Secretary
may by regulation prescribe.
Nore.—Section 212 of the National Industrial Recovery Act

struck out the date “ 1934 ” appearing in this section of the 1932:
act and substituted “ 1935 ” therefor.

Nore.—For section 701 of 1934 act (relating to capital stock fa.x),.
see page 266.

SEC. 702. (1932 Act) RETURNS AND PAYMENT OF TAX.

(a) The taxes imposed by section 701 shall be paid
by the person paying for the services or facilities.

(b) Each person receiving any payments specified in:
section 701 shall collect the amount of the tax imposed
by such section from the person making such payments,
and shall on or before the last day of each month make:
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a return, under oath, for the preceding month, and pay
the taxes so collected, to the collector of the district in
which his principal place of business is located, or if he
has no principal place of business in the United States,
to the collector at Baltimore, Maryland. Such: returns
shall contain such information and be made in such man-
ner as the Commissioner with the approval of the Secre-
tary may by regulation prescribe. The Commissioner
may extend the time for making returns and paying the
taxes collected, under such rules and regulations as he shall
prescribe with the approval of the Secretary, but no such

- extension shall be for more than 90 days.

Nore.—For section 702 of 1934 act (relating to excess-profits tax),
see page 269.

Part II-—Admissions Tax
SEC. 711. (1932 Act) ADMISSIONS TAX.

(a) Paragraph (1) of section 500 (a) of the Reve-
nue Act of 1926, as amended, is amended to read as
follows: _

“(1) A tax of 1 cent for each 10 cents or fraction
thereof of the amount paid for admission to any place,
including admission by season ticket or subseription, to
be paid by the person paying for such admission; ex-
cept that in case the amount paid for admission is less
than 41 cents, no tax shall be imposed. In the case of
persons (except bona fide employees, municipal officers
on official business, and children under 12 years of age)
admitted free or at reduced rates to any place at a time
when and under circumstances under which an admis-
sion charge is made to other persons, an equivalent tax
shall be collected based on the price so charged to such
other persons for the same or similar accommodations,

“to be paid by the person so admitted. Amounts paid
for admission by season ticket or subscription shall be
exempt only if the amount which would be charged to
the holder or subscribed for a single admission is less
than 41 cents; ”’
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(b) Paragraph (2) of section 500 (a) of the Revenue
Act of 1926, as amended, is amended to read as follows:
“(2) Upon tickets or cards of admission to theaters,
operas, and other places of amusement, sold at news
stands, hotels, and places other than the ticket offices
of such theaters, operas, or other places of amusement,
at a price in excess of the sum of the established price
therefor at such ticket offices plus the amount of any
tax imposed under paragraph (1), a tax equivalent to
10 per centum of the amount of such excess; such tax
~ to be returned and paid, in the manner and subject to
the interest provided in section 502, by the person sell-
ing such tickets;’

(¢c) Section 500 of the Revenue Aect of 1926 as
amended, is amended by adding at the end thereof the
following subdivision :

‘““(e) The exemption from tax provided by subdivision
(b) (1) (A) shall not be allowed in the case of admis-
sions to wrestling matches, prize fights, or boxing, spar-
ring, or other pugilistic matches or exhibitions. The ex-
emption from tax provided by subdivision (b) (1) shall
not be allowed in the case of admissions to any athletic
game or exhibition the proceeds of which inure wholly or
partly to the benefit of any college or university (includ-
ing any aeademy of the military or naval forces of the
United States).”

(d) Subsections (a) and (c) shall take effect on the
fifteenth day after the date of the enactment of this Act.

(e) Effective July 1, 1935, section 500 (a) (1) of the
Revenue Act of 1926, as amended by subsection (a) of
this sectlon is amended by striking out “less than 41
cents ’ wherever appearing in such paragraph, and insert-
ing in lieu thereof ““ $3 or less ”

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “ 1984 ” appearing in this section of the 1932
act and substituted “ 1935 therefor.
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Part I11I-—Stamp Taxes

SEb. 721. (1932 Act) STAMP TAX ON ISSUES OF BONDS,
ETC. :

(a) Subdivision 1 of Schedule A of Title VIII of the
Revenue Act of 1926 is amended by striking out “5
cents ’ and inserting in lieu thereof “ 10 cents ’, and by
inserting at the end thereof a new sentence to read as fol-
lows: “The tax under this subdivision shall not apply
to any instrument under the terms of which the obligee
is required to make payment therefor in installments and
is not permitted to make in any year a payment of more
than 20 per centum of the cash amount to which entitled
upon maturity of the instrument.”

~ (b) Subsection (a) shall take effect on the 15th day
after the date of the enactment of this Act.

(c) Effective July 1, 1935, such subdivision 1, as
amended by subsection (a) of this section, is amended by
by striking out ““ 10 cents ”’ and inserting in heu thereof
“5 cents 7,

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “1934 ” appearing in this section of the 1932 act
and substituted “ 1935 ” therefor.

SEC. 722. (1932 Act) STAMP TAX ON ISSUES OF STOCK,
ETC.

(a) Subdivision 2 of Schedule A of Title VIIT of the
Revenue Act of 1926 is amended to read as follows:

“2. Capital stock (and similar interests), issue: On
each original issue, whether on organization or reorgani-
zation, of shares or certificates of stock, or of profits, or of
interest in property or accumulations, by any corporation,
or by any investment trust or similar organization (or by
any person on behalf of such investment trust or similar
organization) holding or dealing in any of the instruments
mentioned or described in this subdivision or subdivision

. 1 (whether or not such investment trust or similar organi-

87180—34——17
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zation constitutes a corporation within the meaning of this
Act), on each $100 of par or face value or fraction thereof
of the certificates issued by such corporation or by such
investment trust or similar organization (or of the shares
where no certificates were issued), 10 cents: Provided,
That where such shares or certificates are issued without
‘par or face value, the tax shall be 10 cents per share (cor-
porate share, or investment trust or other organization
share, as the case may be), unless the actual value is in
excess of $100 per share, in which case the tax shall be
10 cents on each $100 of actual value or fraction thereof
of such certificates (or of the shares where no certificates
were issued) , or unless the actual value is less than $100
per share, in which case the tax shall be 2 cents on each
$20 of actual value, or fraction thereof, of such certificates
(or of the shares where no certificates were issued) .

“ The stamps representing the tax imposed by this sub-
division shall be attached to the stock books or correspond-
ing records of the organization and not to the certificates
issued.”

(b) Subsection (a) shall take effect on the fifteenth
day after the date of the enactment of this Act.

(¢) Effective July 1, 1935, such subdivision 2, as
amended by subsection (a) of this section, is amended by
striking out ““ 10 cents ” wherever appearing in such sub-
division and inserting in lieu thereof “ 5 cents ”’, and by
striking out 2 cents ” and inserting in lieu thereof 1
cent . ‘

Nore—Section 212 of the National Industrial Recovery Act

struck out the date “1934 ” appearing in this section of the 1932 act
and substituted * 1935” therefor.

SEC. 723. (1932 Act) STAMP TAX ON TRANSFER OF
STOCKS, ETC.

(a) Subdivision 3 of Schedule A of Title VIII of the
Revenue Act of 1926 is amended to read as follows:
%3, Capital stock (and similar interests), sales or
transfers: On all sales, or agreements to sell, or memo-

Google



LSS

255

renda of sales or deliveries of, or transfers of legal title

‘to any of the shares or certificates mentioned or described

in subdivision 2, or to rights to subseribe for or to receive
such shares or certificates, whether made upon or sliown
by the books of the corporation or other organization, or
by any assignment in blank, or by any delivery, or by any
paper or agreement or memorandum or other evidence of
transfer or sale (whether entitling the holder in any man-

ner to the benefit of such share, certificate, Interest, or

rights, or not), on each $100 of par or face value or frac-
tion thereof of the certificates of such corporation or other
organization (or of the shares where no certificates were
issued) , 4 cents, and where such shares or certificates are
without par or face value, the tax shall be 4 cents on the
transfer or sale or agreement to sell on each share (corpo-
rate share, or investment trust or other organization share,
as the case may be) : Provided, That in case the selling
price, if any, is $20 or more per share the above rate shall

be b cents instead of 4 cents: Provided further, That it is

not intended by this title to impose a tax upon an agree-
ment evidencing a deposit of certificates as collateral
security for money loaned thereon, which certificates are
not actually sold, nor upon the delivery or transfer for
such purpose of certificates so deposited nor upon the
return of stock loaned: Provided further, That the tax
shall not be imposed upon deliveries or transfers to a
broker for sale, nor upon deliveries or transfers by a broker
to a customer for whom and upon whose order he has pur-
chased same, but such deliveries or transfers shall be ac-
companied by a certificate setting forth the facts: Pro-
vided further, That the tax shall not be imposed upon
deliveries or transfers from a fiduciary to a nominee of
such fiduciary, or from one nominee of such fiduciary to
another, if such shares or certificates continue to be held
by such nominee for the same purpose for which they
would be held if retained by such fiduciary, or from the
nominee to such fiduciary, but such deliveries or transfers
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shall be accompanied by a certificate setting forth the
facts: Provided further, That in case of sale where the
evidence of transfer is shown only by the books of the
corporation or other organization the stamp shall be placed
upon such books; and where the change of ownership is
by transfer of the certificate the stamp shall be placed upon
the certificate; and in cases of an agreement to sell or
where the transfer is by dehvery of the certificate assigned
in blank there shall be made and dclivered by the seller
to the buyer a bill or memorandum of such sale, to which
the stamp shall be affixed; and every bill or memorandum
of sale or agreement to sell before mentioned shall show
the date thereof, the name of the seller, the amount of the
sale, and the matter or thing to which it refers. Any per-
son liable to pay the tax as herein provided, or anyone
who acts in the matter as agent or broker for such per-
son, who makes any such sale, or who in pursuance of
any such sale delivers any certificate or evidence of the

sale of any stock, share, Interest or right, or bill or memo-

randum thereof, as herein required, without having the
proper stamps affixed thereto, with intent to evade the
foregoing provisions, shall be deemed guilty of a misde-
meanor, and upon conviction thereof shall pay a fine of
not exceeding $1,000, or be imprisoned not more than
six months, or both.”

(b) Subsection (a) shall take effect on the fifteenth
day after the date of the enactment of this Act.
~ (c) Effective July 1, 1935, such subdmsmn 3, as
amended by subsection (a) of this section, is amended by
striking out ““ 4 cents ” wherever appe’a,ring in such sub-
division and inserting in lieu thereof ““ 2 cents ”’, and by
striking out the following: ““in case the selling price, if
any, 15 $20 or more per share the above rate shall be 5
cents instead of 4 cents: Provided further, That ”.

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “1934 ” appearing in this section of the 1932 act
and substituted “ 1935 therefor.
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SEC. 724. (1932 Act) STAMP TAX ON TRANSFER OF BONDS,
' ETC.

(a) Schedule A of Title VIII of the Revenue Act of
1926 is amended by adding at the end thereof a new
subdivision to read as follows:

“9. Bonds, etc., sales or transfers: On all sales, or
agreements to sell, or memoranda of sales or deliveries
of, or transfers of legal title to any of the instruments men-
tioned or described in subdivision 1 and of a kind the issue
of which is taxable thereunder, whether made by any
assignment in blank or by any delivery, or by any paper
or agreement or memorandum or other evidence of trans-
fer or sale (whether entitling the holder in any manner
to the benefit of such instrument or not), on each $100
of face value or fraction thereof, 4 cents: Provided, That
it is not intended by this title to impose a tax upon an
agreement evidencing a deposit of instruments as col-
lateral security for money loaned thereon, which instru-
ments are not actually sold, nor upon the delivery or trans-
fer for such purpose of instruments so deposited: Provided
further, That the tax shall not be imposed on deliveries
or transfers of bonds in connection with a reorganization
(as defined in section 112 of the Revenue Act of 1932)
if any of the gain or loss from the exchange or distribu-
tion involved in the delivery or transfer is not recognized
under the income tax law applicable to thie year in which
the delivery or transfer is made: Provided further, That
the tax shall not be imposed upon deliveries or transfers
to a broker for sale, nor upon deliveries or transfers by a
broker to a customer for whom and upon whose order
he has purchased same, but such deliveries or transfers
shall be accompanied by a certificate setting forth the
facts: Provided further, That the tax shall not be imposed
upon deliveries or transfers from a fiduciary to 2 nominee
of such fiduciary, or from one nominee of such fiduciary
to another, if such instruments continue to be held by such
nominee for the same purpose for which they would be
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held if retained by such fiduciary, or from the nominee to
such fiduciary, but such deliveries or transfers shall be

accompanied by a certificate setting forth the facts: Pro- .

vided further, That where the change of ownership is by
transfer of the instrument the stamp shall be placed upon
the instrument; and in cases of an agreement to sell or
where the transfer is by delivery of the instrument as-
signed in blank there shall be made and delivered by the
seller to the buyer a bill or memorandum of such sale,
to which the stamp shall be affixed; and every bill or
memorandum of sale or agreement to sell before men-
tioned shall show the date thereof, the name of the seller,
the amount of the sale, and the matter or thing to which
it refers. Any person. liable to pay the tax as herein pro-
vided, or anyone who acts in the matter as agent or broker
for such person, who makes any such sale, or who in pur-
suance of any such sale delivers any certificate or evidence
of the sale of any such instrument, or bill or memorandum
thereof, as herein required, without having the proper
stamps affixed thereto, with intent to evade the foregoing
provisions, shall be deemed guilty of a misdemeanor, and
upon conviction thereof shall pay a fine of not exceeding
$1,000, or be imprisoned not more than six months, or
both.” '

(b) Subsection (a) shall take effect on the fifteenth
day after the date of the enactment of this Act.

(¢) Subdivision 9 of Schedule A of Title VIII of the
Revenue Act of 1926, added to such schedule by subsec-
tion (a) of this section, is repealed effective July 1, 1935.

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “ 1934 ” appearing in this section of the 1932 act
and substituted “ 19357 therefor.

SEC. 725. (1932 Act) STAMP TAX ON CONVEYANCES.

Schedule A of Title VIIT of the Revenue Act of 1926
is amended by adding at the end thereof a new subdivision
to read as follows: |

“8. Conveyances: Deed, instrument, or writing, de-
livered on or after the 15th day after the date of the enact-
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ment of the Revenue Act of 1932 and before July 1, 1935
(unless deposited in escrow before April 1, 1932),
whereby any lands, tenements, or other realty sold shall be
granted, assigned, transferred, or otherwise conveyed to,
or vested in, the purchaser or purchasers, or any other per-
son or persons, by his, her, or their direction, when the
consideration or value of the interest or property conveyed,
exclusive of the value of any lien or encumbrance remain-
ing thereon at the time of sale, exceeds $100 and does not
exceed $500, 50O cents; and for each additional $500 or
fractional part thereof, 50 cents. This subdivision shall
not apply to any instrument or writing given to secure a
debt.”

* Nore.—Section 212 of the National Industrial Recovery Act struck
out the date “ 1934 ” appearing in this section of the 1932 act and
substituted “ 1935 ” therefor.

SEC. 726. (1932 Act) STAMP TAX ON SALES OF PRODUCE
. FOR FUTURE DELIVERY.

(a) Subdivision 4 of Schedule A of Title VIII of the
Revenue Act of 1926 is amended by striking out “ 1 cent ”
wherever appearing in such subdivision, and inserting in
lieu thereof “ 5 cents ”.

(b) Subsection (a) shall take effect on the fifteenth
day after the date of the enactment of this Act.

(¢) Effective July 1, 1935, such subdivision 4, as
amended by subsection (a) of this section, is amended by
striking out ““ 5 eents 3 cents ”” wherever appearing in such
subdivision and inserting in lieu thereof ““ 1 cent ”.

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “ 1934 ” appearing in this section of the 1932 act
and substituted “1935” therefor.

SEC. 612. (1934 Act) STAMP TAX ON SALES OF PRODUCE FOR
FUTURE DELIVERY.

. (a) Effective on the day following the enactment of this
Act subdivision 4 of Schedule A of Title VIII of the Rev-
enue Act of 1926, as amended, is amended by striking out
“& cents” wherever appearing in such subdivision, and
wserting in liew thereof ““ 3 cents ™.
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(b) Section 726(c) of the Revenue Act of 1932 1s

amended by striking out *“ * 5 cents’ ’ and inserting in liew
thereof ‘3 cents’ .

Note.—Subdivision 4 of Schedule A of Title VIII of the Revenue
Act of 1926, as amended by the above, reads as follows:

4. Produce, sales of, on exchange: Upon each sale, agreement of
sale, or agreement to sell (not in(ﬂuging so-called transferred or scratch
sales), any products or merchandise at, or under the rules or usages
of, any exchange, or board of trade, or other similar place, for future
delivery, for each $100 in value of the merchandise covered by said
sale or agreement of sale or agreement to sell, & eents 3 cents, and for
each additional $100 or fractional part thereof in excess of $100, &
eents 8 cents: Provided, That on every sale or agreement of sale or
agreement to sell as aforesaid there shall be made and delivered by
the seller to the buyer a bill, memorandum, agreement, or other
evidence of such sale, agreement of sale, or agreement to sell, to which
there shall be affixed a lawful stamp or stamps in value equal to the
amount of the tax on such sale: Provided further, That sellers of
commodities described herein, having paid the tax provided by this
subdivision, may transfer such contracts to a clearing-house corpora-
tion or association, and such transfer shall not be deemed to be a
sale, or agreement of sale, or an agreement to sell within the provi-
sions of this Act, provided that such transfer shall not vest any bene-
ficial interest in such clearing-house association but shall be made
for the sole purpose of enabling such clearing-house association to
adjust and balance the accounts of the members of such clearing-
house association on their several contracts. Every such bill, mem-
orandum, or other evidence of sale or agreement to sell shall show the
date thereof, the name of the seller, the amount of the sale, and the
matter or thing to which it refers; and any person liable to pay the
tax as herein provided, or anyone who acts in the matter as agent or
broker for such person, who makes any such sale or agreement of
sale, or agreement to sell, or who, in pursuance of any such sale,
agreement of sale, or agreement to sell, delivers any such products
or merchandise without a bill, memorandum, or other evidence thereof
as herein required, or who delivers such bill, memorandum, or other
evidence of sale, or agreement to sell, without having the proper
stamps affixed thereto, with intent to evade the foregoing provisions,
shall be deemed guilty of a misdemeanor, and upon conviction thereof
shall pay a fine o%not exceeding $1,000 or be imprisoned not more than
six months, or both.

No bill, memorandum, agreement, or other evidence of such sale,
or agreement of sale, or agreement to sell, in case of cash sales of
products or merchandise for immediate or prompt delivery which in
gltl)_od faith are actually intended to be delivered shall be subject to
this tax.

This subdivision shall not affect but shall be in addition to the
provisions of the “United States cotton futures Act,” approved
August 11, 1916, as amended, and ‘“The Future Trading Act,”
approved August 24, 1921. '
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.Part IV—Tax on Transportation of Oil by Pipe Line

SEC.731. (1932 Act) TAX ON TRANSPORTATION OF OIL BY
PIPE LINE.

(a) There is hereby imposed upon all transportation
of crude petrolenm and liquid products thereof by pipe
line originating on or after the fifteenth day after the date
of the enactment of this Act and before July 1, 1935—

(1) A tax equivalent to 4 per centum of the amount
paid on or after the fifteenth day after the date of the
enactment of this Act for such transportation, to be paid
by the person furnishing such transportation.

(2) In case no charge for transportation is made,
either by reason of ownership of the commodity trans-
ported or for any other reason, a tax equivalent to 4
per centum of the fair charge for such transportation, to
be paid by the person furnishing such transportation.

(3) If (other than in the case of an arm’s length
transaction) the payment for transportation is less than
the fair charge therefor, a tax equivalent to 4 per
centum of such fair charge, to be paid by the person
furnishing such transportation.

(b) For the purposes of this section, the fair charge
for transportation shall be computed—

(1) from actual bona fide rates or tariffs, or

(2) if no such rates or tariffs exist, then on the basis
of the actual bona fide rates or tariffs of other pipe lines
for like services, as determined by the Commissioner, or

(3) if no such rates or tariffs exist, then on the basis
of a reasonable charge for such transportation, as deter-
mined by the Commissioner.

(c) Every person liable for the tax imposed under sub-
section (a) shall make monthly returns under oath in
duplicate and pay such taxes to the collector for the dis-
trict in which is located his principal place of business or,
if he has no principal place of business in the United
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States, then to the collector at Baltimore, Maryland.
Such returns shall contain such information and be made
at such times and in such manner as the Commissioner,
with the approval of the Secretary, may by regulations
prescribe.

Nore.—Section 212 of the National Industrial Recovery Act
struck out the date “ 1984 ” appearing in this section of the 1932 act
and substituted “1935” therefor.

Part V—Tax on Leases of Safe Deposit Boxes

SEC. 741. (1932 Act) TAX ON LEASES OF SAFE DEPOSIT
BOXES.

(a) There is hereby imposed a tax equivalent to 10
per centum of the amount collected on or after the fifteenth
day after the date of the enactment of this Act, for the
use after such date of any safe deposit box, such tax to be
paid by the person paying for the use of the safe deposit
box. ' :
(b) For the purposes of this section any vault, safe,
box, or other receptacle, of not more than 40 cubic feet
capacity, used for the safekeeping or storage of jewelry,
plate, money, specie, bullion, stocks, bonds, securities,
valuable papers of any kind, or other valuable personal
property, shall be regarded as a safe deposit box. :

(¢) Every person making any collections specified in
subsection (a) shall collect the amount of tax imposed by
such subsection from the person paying for the use of the
safe deposit box, and shall on or before the last day of each
month make a return, under oath, for the preceding month,
and pay the tax imposed by subsection (a), to the collector
for the district in which is located his principal place of
business, or, if he has no principal place of business in the
United States, then to the collector at Baltimore, Mary-
land. Such returns shall contain such information and be
made in such manner as the Commissioner, with the ap-
proval of the Secretary, may by regulations prescribe.
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Part VI—Tax on Checks, Etec.
. SEC. 751. (1932 Act) TAX ON CHECKS, ETC.

(a) There is hereby imposed a tax of 2 cents upon each
of the following instruments, presented for payment on or
after the 15th day after the date of the enactment of this
Act and before daly 15 1986 January 1, 1935: Checks,
drafts, or orders for the payment of money, drawn upon
+  any bank, banker, or trust company; such tax to be paid by

the maker or drawer.

(b) Every person paying any of the instruments men-
tioned in subsection (a) as drawee of such instrument shall
collect the amount of the tax imposed under such subsec-
tion by charging such amount against any deposits to the,
credit of the maker or drawer of such instrument, and shall
on or before the last day of each month make a return,

. under oath, for the preceding month, and pay such taxes to
the collector of the district in which his principal place of
business is located, or if he has no principal place of busi-
ness in the United States, to the collector at Baltimore,

! Maryland. Such returns shall contain such information
i and be made in such a manner as the Commissioner, with
the approval of the Secretary, may by regulations pre-
scribe. Every person required to collect any tax under
this section is hereby indemnified against the claims and
demands of any person for the amount of any payments
made in accordance with the provisions of this section.

Nore—Section 212 of the National Industrial Recovery Act
struck out the date “ 1934 ” appearing in this section of the 1932 act
and substituted “ 1935 ” therefor. Section 606 of the 1934 act fnr-
ther amended the section’ by striking out “July 1, 1935”7 and
inserting in lieu thereof “ January 1, 19357,

Part VII—Tax on Boats

SEC. 761. (1932 Act) TAX ON USE OF BOATS.

(a) On and after July 1, 1932, and on July 1, 1933,
and on July 1, 1934, and also at the time of the original
purchase of a new yacht or other boat by a user, if on any
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other date than July 1 and before July 1, 1935, there is
hereby imposed upon the use of yachts; pleasure boats,
power boats, sailing boats, and motor boats with fixed or
outboard engines, not used exclusively for trade, fishing, or -
national defense, a tax at the following rates:

(1) Length over 28 feet and not over 50 feet, $10.

(2) Length over 50 feet and not over 100 feet, $40.

(3) Length over 100 feet and not over 150 feet, $100.

(4) Length over 150 feet and not over 200 feet, $150.

(5) Length over 200 feet, $200.

Nore~—Section 212 of the National Industrial Recovery Act
struck out the date “ 1934 ” appearing in this section of the 1932 act
and substituted “ 1935 ” therefor, and added a comma and the words
“and on July 1, 1934 ” following “ July 1, 1933.”

(b) In the case of any of the foregoing if foreign built
and not owned on January 1, 1926, by a citizen of the
United States or by a domestic partnership or corporation,
the tax under this sectioon shall be twice the amount of the
tax provided in subsection (a}.

(¢} In determining the length of any of the foregoing,
the measurement of over-all length shall govern.

(d) In the case of a tax imposed at the time of the
original purchase of a new yacht or boat on any other date
than July 1, the amount to be paid shall be the-same num-
ber of twelths of the amount of the tax as the number of
calendar months (including the month of sale) remaining
prior to the following July 1.

(e) This section shall not apply to any yacht or other
boat which is used without profit by any benevolent,
charitable, or religious organization, exclusively for fur-
nishing aid, comfort, or relief to seamen.

(f) The taxes imposed by this section shall be collected
and paid in such manner as the Commissioner, with the
approval of the Secretary, shall by regulations prescribe.

(g) All provisions of law (including penalties) appli-
cable in respect of the taxes imposed by section 702 of
the Revenue Act of 1926 shall, in so far as applicable and
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not inconsistent with this Act, be apphcable in respect
of the taxes imposed by this section.
‘Nore—Section 613 of the 1934 act reads as follows:

SEC. 613. TERMINATION OF TAX ON_USE OF BOATS.

Section 761 of the Revenue Act of 1932, as amended, shall not
apply to the use of any boat after June 30, 193}.

Part VIII—Administrative Provisions
SEC. 771. (1932 Act) PAYMENT OF TAXES.

The taxes imposed by Parts I, IV, V, and VI of this
title shall, without assessment by the Commissioner or
notice from the collector, be due and payable to the col-
lector at the time fixed for filing the return. If the tax
is not paid when due, there shall be added as part of the
tax interest at the rate of 1 per centum a month from the
time the tax became due until paid.

SEC. 772. (1932 Act) REFUNDS AND CREDITS.

(a) Credit or refund of any overpayment of tax im-
posed by Part I, V, or VI of this title may be allowed to
the person who collected the tax and paid it to the United
States if such person establishes, to the satisfaction of the
Commissioner, under such regulations as the Commis-
sioner with the approval of the Secretary may prescribe,
that he has repaid the amount of such tax to the person
from whom he collected it, or obtained the consent of such
person to the allowance of such credit or refund.

(b) Any person entitled to refund of tax under Part
I, IV, V, or VI of this title paid, or collected and paid,
to the United States by him may take credit therefor
against taxes due upon any monthly return.

(c) Any person making a refund of any payment on
which tax under Part I or V has been collected, may
repay therewith the amount of tax collected on such pay-
ment, and the amount of tax so repaid may be credited
against the tax under any subsequent return.
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SEC. 773. (1932 Act) REGULATIONS.

The Commissioner, with the approval of the Secretary,
shall prescribe and publish all needful rules and regula-
tions for the enforcement of Parts I, IV, V, and VI of
this title.

SEC. 774. (1932 Act) APPLICABILITY OF ADMINISTRA-
TIVE PROVISIONS.

All provisions of law (including penalties) applicable
in respect of the taxes imposed by section 500 of the Rev-
enue Act of 1926, shall, in so far as applicable and not in-
consistent with this Act, be applicable in respect of the
taxes imposed by Parts I, IV, V, and VT of this title. '

TITLE V (1934 Act)—CAPITAL STOCK AND
EXCESS-PROFITS TAXES

SEC. 701. (1934 Act) CAPITAL STOCK TAX.

(a) For each year ending June 30, beginning with the
year ending June 30, 1934, there is hereby imposed upon
every domestic corporation with respect to carrying on or
doing business for any part of such year an excise tax of
$1 for each $1,000 of the adjusted declared value of s
capital stock. '

(b) For each year ending June 30, beginning with the
year ending June 30, 1934, there is hereby imposed upon
every foreign corporation with respect to carrying on or
doing business in the United States for any part of such
year an excise tax equivalent of $1 for each $1,000 of the
adjusted declared value of capital employed in the trans-
action of its business in the United States.

(¢c) The tazes imposed by this section shall not apply—

(1) to any corporation enumerated in section 101;

(2) to any insurance company subject to the tax
imposed by section 201, 204, or 207 ;

(3) to any domestic corporation in respect of the
year ending June 30, 1934, if it dud not carry on or
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do business during a part of the period from the date
- of the enactment of this Act to June 30, 1934, both dates
melusive; or
(4) to any foreign corporation in respect of the year.
ending June 30, 1934, if it did not carry on or do busi-
ness in the United States during a part of the period

from the date of the enactment of this Act to June 30,

1934, both dates inclusive.

(d) Every corporation liable for tax under this sec-
tion shall make a return under oath within one month after
the close of the year with respect to which such tazx s im-
posed to the collector for the district in which 1s located s
principal place of business or, if it has no principal place
of business in the United States, then to the collector at
Baltimore, Maryland. Such return shall contain such
information and be made in such manner as the Commis-

© sioner with the approval of the Secretary may by regula-

tions prescribe. The tax shall, without assessment by the
Commissioner or motice from the collector, be due and
payable to the collector before the expiration of the period
for filing the return. If the tax is not paid when due,
there shall be added as part of the tax interest at the rate
of 1 per centum a month from the time when the tax be-
came due until paid. All provisions of law (including
penalties) applicable in respect of the taxzes imposed by
section 600 of the Revenue Act of 1926 shall, insofar as
not inconsistent with this section, be applicable in respect
of the tazes imposed by this section. The Commissioner
may extend the time for making the returns and paying
the taxes vmposed by this section, under such rules and
requlations as he may prescribe with the approval of the
Secretary, but no such extension shall be for more than
sty days.

(e) Returns required to be filed for the purpose of the
tax imposed by this section shall be open to inspection in
the same manner, to the same extent, and subject to the same
provisions of law, including penalties, as returns made

under Title I1 of the Revenue Act of 1926.
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(f) For the first year ending June 30 in respect of
which a taz is tmposed by this section upon any corpora-
tion, the adjusted declared value shall be the value, as
declared by the corporation in its first return under this
section (which declaration of value cannot be amended),
as of the close of its last income-tax taxable year ending
at or prior to the close of the year for which the tax is im-
posed by this section (or as of the date of organization in
the case of a corporation having no income-tax tazable
year ending at or prior to the close of the year for which
the tax is 1mposed by this section). For any subsequent
year ending June 30, the adjusted declared value in the
case of a domestic corporation shall be the original de-
clared value plus (1) the cash and fair market value of
property paid in for stock or shares, (2) paid in surplus
and contributions to capital, (3) its net income, (4) the
excess of its income wholly exempt from the taxes imposed -
by Ttle I over the amount disallowed as a deduction by
section 24(a) (5) of such title, and (5) the amount of
the dwidend deduction allowable for income tax purposes,
and minus (A) the value of property distributed in liqui-
dation to shareholders, (B) distributions of earmings or
profits, and (C) the excess of the deductions allowable for
wmcome tax purposes over ils gross income; adjustment
being made for each income-tax taxable year included in
the period from the date as of which the original declared
value was declared to the close of its last income-tax taz-
able year ending at or prior to the close of the year for
whach the tax 1s imposed by this section. The amount of
such adjustment for each such year shall be computed (on
the basis of a separate return) according to the income
tax law applicable to such year. For any subsequent year
ending June 30, the adjusted declared value in the case
of a foreign corporation shall be the original declared
value adjusted (for the same income-tax tazable years as
in the case of a domestic corporation), in accordance with
vegulations prescribed by the Commissioner with the ap-
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proval of the Secretary, to reflect increases or decreases
in the capital employed in the transaction of its business
"in the Unated States.

Nore—For section 701 of 1932 act (relating to tax on telegraph,
etc., facilities), see page 249.

SEC. 702. (1934 Act) EXCESS-PROFITS TAX.

(a) There is hereby imposed updn the net income of
everyy corporation, for each income-tax tazable year end-
ing after the close of the first year in respect of which it
is tazable under section 701, an excess-profits tax equiv-
alent to 5 per centum of such portion of its net income for
such income-tax taxable year as is n eicess of 12% per
centum of the adjusted declared value of its capital stock
(or in the case of a foreign corporation the adjusted de-
clared value of capital employed in the transaction of its
business in the United States) as of the close of the pre-
ceding income-tax taxable year (or as of the date of or-
ganization if it had no preceding income-tax tavable year)
determined as provided in section 701. If the income-
tax tazable year in respect of which the tax under this
section is imposed is a period of less than 12 months, such
adjusted declared value shall be reduced to an amount
which bears the same ratio thereto as the number of months
in the period bears to 12 months. For the purposes of
this section the net income shall be the same as the net in-
come for income tax purposes for the year in respect of
which the tax under this section is imposed.

(b) All provisions of law (including penalties) appli-
cable in respect of the taxes imposed by Title I of this Act,
shall, insofar as not inconsistent with this section, be ap-
plicable in respect of the tax imposed by this section, except
that the provisions of section 131 of that title shall not be
applicable.

Nore.—For section 702 of 1932 act (relating to returns and pay-
ment of facilities tax), see page 250.
87180—34—18
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SEC. 703. (1934 Act) CAPITAL STOCK TAX AND EXCESS-
PROFITS TAX IMPOSED BY NATIONAL INDUS-
TRIAL RECOVERY ACT.

Sections 217(d) and (e) of the National Industrial
Lecovery Act are amended to read as follows:

“(d) The capital-stock tax imposed by section 215 shall
not apply to any taxpayer in respect of any year except the
year ending June 30, 1933.

“(e) The excess-profits tax imposed by section 216 shall
not apply to any taxzpayer in respect of any taxable year
ending after June 30, 1934.”

TITLE VI (1932 Act) —ESTATE TAX
AMENDMENTS

SEC. 801. (1932 Act) CREDIT OF GIFT TAX ON ESTATE
TAX. ’

Section 301 of the Revenue Act of 1926 is amended by

inserting after subdivision (a) a new subdivision to read

as follows:

“(b) (1) If a tax has been paid under Title TIT of
the Revenue Act of 1932 on a gift, and thereafter upon
the death of the donor any amount in respect of such gift
is required to be included in the value of the gross estate of
the decedent for the purposes of this title, then there shall
be credited against the tax imposed by subdivision (a) of
this section the amount of the tax paid under such Title ITI
with respect to so much of the property which constituted
the gift as is included in the gross estate, except that the
amount of such credit shall not exceed an amount which
bears the same ratio to the tax imposed by subdivision (a)
of this section as the value (at the time of the gift or at the
time of the death, whichever is lower) of so much of the
property which constituted the gift as is included in the
gross estate, bears to the value of the entire gross estate.

“(2) For the purposes of paragraph (1), the amount
of tax paid for any year under Title ITI of the Revenue Act
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of 1932 with respect to any property shall be an amount
which bears the same ratio to the total tax paid for such
year as the value of such property bears to the total amount
of net gifts (computed without deduction of the specific
exemption) for such year.”

Nore.—For section 801 of 1934 act (definitions), see page 291.

SEC. 802. (1932 Act) 80 PER CENTUM CREDIT.

(a) Section 301 (b) of the Revenue Act of 1926 is
amended to read as follows:

“(c) The tax imposed by subdivision (a) of this sec-
tion shall be credited with the amount of any estate, inherit-
ance, legacy, or succession taxes actually paid to any State
or Territory or the District of Columbia, in respect of any
property included in the gross estate (not including any
such taxes paid with respect to the estate of a person other
than the decedent). The credit allowed by this subdivi-
sion shall not exceed 80 per centum of the tax imposed by
_ subdivision (a) (after deducting from such tax the credits
provided by subdivision (b)), and shall include only such
taxes as were actually paid and credit therefor claimed
within four years after the filing of the return required by
section 304, except that—

“(1) Ifa petition for redetermination of a deficiency
has been filed with the Board of Tax Appeals within the
time prescribed in section 308, then within such four-
year period or before the expiration of 60 days after the
decision of the Board becomes final.

““(2) 1f, under subdivision (b) of section 305 or sub-
division (i) of section 308, an extension of time has
been granted for payment of the tax shown on the re-
‘turn, or of a deficiency, then within such four-year
period or before the date of the expiration of the period
of the extension.

Refund based on the credit may (despite the provisions of
section 319) be made if claim therefor s filed within the
period above provided. Any such refund shall be made
without Interest, except that where the overpayment was
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made prior to the enactment of the Revenue Act of 1932,
then interest shall be allowed and paid on the amount re-
funded at the rate of 6 per centum per annum from the
date of the overpayment to the date of such enactment.”

(b) If any return required by section 304 of the Reve-
nue Act of 1926 was filed more than three years before the
enactment of this Act (except in cases where a petition for
redetermination of a deficiency has been filed with the
Board of Tax Appeals within the time prescribed in sec-
tion 308) the credit for estate, inheritance, legacy, or suc-
cession taxes shall be determined as if this section had not
been enacted.

Note—~—For section 802 of 1934 act (separability clause), see
page 292,

SEC. 803. (1932 Act) FUTURE INTERESTS.

(a) Section 302 (c) of the Revenue Act of 1926, as
amended by the Joint Resolution of March 3, 1931, is
amended to read as follows:

“{c) To the extent of any interest therein of which the
decedent has at any time made a transfer, by trust or otlier-
wise, in contemplation of or intended to take effect in pos-
session or enjoyment at or after his death, or of which he
has at any time made a transfer, by trust or otherwise,
under which he has retained for his life or for any period
not ascertainable without reference to his death or for any
period which does not in fact end before his death (1) the
possession or enjoyment of, or the right to the income from,
the property, or (2) the right, either alone or in conjunc-
tion with any person, to designate the persons who shall
possess or enjoy the property or the income therefrom;
except in case of a bona fide sale for an adequate and full -
consideration in money or money’s worth. Any transfer
of a material part of his property in the nature of a final
disposition or distribution thereof, made by the decedent
within two years prior to his- death without such consid-
eration, shall, unless shown to the contrary, be deemed to
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have been made in contemplation of death within the
meaning of this title.”

" (b) Section 302 (f) of the Revenue Act of 1926 is
amended to read as follows: ' _

“(f) To the extent of any property passing under a
general power of appointment exercised by the decedent
(1) by will, or (2) by deed executed in contemplation of
or intended to take effect in possession or enjoyment at or
after his death, or (3) by deed under which he has re-
tained for his Life or any period not ascertainable without
reference to his death or for any period which does not in
fact end before his death (A) the possession or enjoy-
ment of, or the right to the income from, the property,
or (B) the right, either alone or in conjunction with any
person, to designate the persons who shall possess or enjoy
the property or the income therefrom; except in case of a
bona fide sale for an adequate and full consideration in
money or money’s worth; and ”

(c¢) The first sentence of section 315 (b) of the Reve-
nue Act of 1926 is amended to read as follows:

“(b) If (1) except in the case of a bona fide sale for
an adequate and full consideration in money or money’s
worth, the decedent makes a transfer, by trust or other-
wise, of any property in contemplation of or intended to
take effect in possession or enjoyment at or after his death,
or makes a transfer, by trust or otherwise, under which
he has retained for his Life or for any period not ascertain-
able without reference to his death or for any period which
does not in fact end before his death (A) the possession
or enjoyment of, or the right to the income from, the
property, or (B) the right, either alone or in conjunction
with any person, to designate the persons who shall
possess or enjoy the property or the income therefrom, or
(2) if insarance passes under a contract executed by the
decedent in favor of a specific beneficiary, and if in either
case the tax in respect thereto is not paid when due, then
the transferee, trustee, or beneficiary shall be personally
lLiable for such tax, and such property, to the extent of the
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decedent’s interest therein at the time of such transfer, or
to the extent of such beneficiary’s interest under such
contract of insurance, shall be subject to a like lien equal
to the amount of such tax.”

Nore—For section 803 of 1934 act (effective date of act), see
page 292,

SEC. 804. (1932 Act) RELINQUISHMENT OF DOWER, ETC.,
AS CONSIDERATION.

Section 303 (d) of the Revenue Act of 1926 is amended

by adding at the end thereof a new sentence to read. as
follows:
“ For the purposes of this title, a relinquishment or prom-
ised rehnqulshment of dower, curtesy, or of a statutory
estate created in lieu of dower or curtesy, or of other mar-
ital rights in the decedent’s property or estate, shall not be
considered to any extent a consideration in money or
money’s worth *.”

SEC. 805. (1932 Act) DEDUCTIONS.

Section 303 (a) (1) of the Revenue Act of 1926, as
amended 18 amended to read as follows:

“(1) Such amounts—

“(A) for funeral expenses,
“(B) for administration expenses,
(C) for claims against the estate,

“(D) for unpaid mortgages upon, or any indebted-
ness in respect to, property where the value of dece-
dent’s interest therein, undiminished by such mort-
gage or indebtedness, is included in the value of the
gross estate, and

“(E) reasonably required and actually expended
for the support during the settlement of the estate of
those dependent upon the decedent,

as are allowed by the laws of the ]l]IlSdlCthIl whether
within or without the United States, under which the estate
is being administered, but not mcludmg any income taxes
upon income received after the death of the decedent, or

149
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property taxes not accrued before his death, or any estate,
succession, legacy, or inheritance taxes. The deduction
herein allowed in the case of claims against the estate,
unpaid mortgages, or any indebtedness shall, when founded
upon a promise or agreement, be limited to the extent that
they were contracted bona fide and for an adequate and full
consideration in money or money’s worth. There shall
also. be deducted losses incurred during the settlement of
estates arising from fires, storms, shipwrecks, or other cas-
ualties, or from theft, when such losses are not compen-
sated for by insurance or otherwise, and if at the time of
the filing of the return such losses have not been claimed
as a deduction for income tax purposes in an income tax
return.”

SEC. 806. (1932 Act) PRIOR TAXED PROPERTY.

(a) Section 303 (a) (2) of the Revenue Act of 1926
is amended to read as follows:

“(2) An amount equal to the value of any property
(A) forming a part of the gross estate situated in the
United States of any person who died within five years
prior to the death of the decedent, or (B) transferred
to the decedent by gift within five years prior to his
death, where such property can be identified as having
been received by the decedent from the donor by gift,
or from such prior decedent by gift, bequest, devise, or
inheritance, or which can be identified as having been
acquired in exchange for property so received. This
deduction shall be allowed only where a gift tax imposed

- under the Revenue Act of 1932, or an estate tax imposed
under this or any prior Act of Congress, was finally
determined and paid by or on behalf of such donor, or
the estate of such prior decedent, as the case may be,
and only in the amount finally determined as the value
of such property in determining the value of the gift,
or the gross estate of such prior decedent, and only to
the extent that the value of such property is included
in the decedent’s gross estate. Where a deduction was
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allowed of any mortgage or other lien in determining
the gift tax, or the estate tax of the prior decedent, which
was paid in whole or in part prior to the decedent’s
death, then the deduction allowable under this para-
graph shall bhe reduced by the amount so paid. The
deduction allowable under this paragraph shall be re-
duced by an amount which bears the same ratio to the
amounts allowed as deductions under paragraphs (1),
(3), and (4) of this subdivision as the amount other-
wise deductible under this paragraph bears to the value
of the decedent’s gross estate. Where the property
referred to in this paragraph consists of two or more
items the aggregate value of such items shall be used
for the purpose of computing the deduction.”

Nore—For amendment to above quoted provision of 1926 act
made by section 402 of 1934 act, see page 163.

(b) Section 303 (b) (2) of the Revenue Act of 1926
is amended to read as follows:

“(2) An amount equal to the value of any property
(A) forming a part of the gross estate situated in the
United States of any person who died within five years
prior to the death of the decedent, or (B) transferred
to the decedent by gift within five years prior to his
death, where such property can be identified as having
been received by the decedent from the donor by gift,
or from such prior decedent by gift, bequest, devise, or
inheritance, or which can be identified as having been
acquired in exchange for property so received. This
deduction shall be allowed only where a gift tax im-
posed under the Revenue Act of 1932, or an estate tax
imposed under this or any prior Act of Congress, was
finally determined and paid by or on behalf of such
donor, or the estate of such prior decedent, as the case
may be, and only in the amount finally determined as
the value of such property in determining the value of
the gift, or the gross estate of such prior decedent, and
only to the extent that the value of such property is
included in that part of the decedent’s gross estate which
at the time of his death is situated in the United States.
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Where a deduction was allowed of any mortgage or
other lien in determining the gift tax, or the estate tax
of the prior decedent, which was paid in whole or in part
prior to the decedent’s death, then the deduction allow-
able under this paragraph shall be reduced by the
amount so paid. The deduction allowable under this
paragraph shall be reduced by an amount which bears
the same ratio to the amounts allowed as deductions
under paragraphs (1) and (3) of this subdivision as
the amount otherwise deductible under this paragraph
bears to the value of that part of the decedent’s gross
estate which at the time of his death is situated in the
United States. Where the property referred to in this
paragraph consists of two or more items the aggregate
value of such items shall be used for the purpose of com-
puting the deduction.”

Nore.—For amendinent to above quoted provision of 1926 act made
by section 402 of 1934 act, see page 163. :

SEC. 807. (1932 Act) DEDUCTION OF BEQUESTS, ETC., TO
CHARITY.

Sections 303 (a) (3) and 303 (b) (3) of the Revenue

Act of 1926 are amended by inserting after the first sen-
tence of each a new sentence to read as follows:
“1f the tax imposed by section 301, or any estate, suc-
cession, legacy, or inheritance taxes, are, either by the
terms of the will, by the law of the jurisdiction under which
the estate is administered, or by the law of the jurisdic-
tion imposing the particular tax, payable in whole or in
part out of the bequests, legacies, or devises otherwise
deductible under this paragraph, then the amount deduct-
ible under this paragraph shall be the amount of such
bequests, legacies, or devises reduced by the amount of
such taxes.”

SEC. 808. (1932 Act) EXTENSION OF TIME FOR PAYMENT.

(a) Section 305 (b) of the Revenue Act of 1926 is
amended to read as follows:
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“(b) Where the Commissioner finds that the payment
on the due date of any part of the amount determined by
the executor as the tax would impose undue hardship upon
the estate, the Commissioner may extend the time for pay-
ment of any such part not to exceed eight years from the
due date. In such case the amount in respect of which the
extension is granted shall be paid on or before the date of
the expiration of the period of the extension, and the run-
ning of the statute of limitations for assessment and collee-
tion, as provided in sections 310 (a) and 311 (b), shall
be suspended for the period of any such extension. If an
extension is granted, the Commissioner may require the
executor to furnish a bond in such amount, not exceeding
double the amount in respect of which the extension is
granted, and with such sureties as the Commissioner deems
necessary, conditioned upon the payment of the amount
in respect of which the extension is granted in accordance
with the terms of the extension.”

(b) Section 308 (i) of the Revenue Act of 1926 is
amended to read as follows:

“(1) Where it is shown to the satisfaction of the Com-
missioner that the payment of a deficiency upon the date
prescribed for the payment thereof will result in undue
hardship to the estate, the Commissioner, with the
approval of the Secretary (except where the deficiency
is due to negligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may
grant an extension for the payment of such deﬁclency or
any part thereof for a period not in excess of four years.
If an extension is granted, the Commissioner may require
the executor to furnish a bond in such amount, not exceed-
ing double the amount of the deficiency, and with such
sureties as the Commissioner deems necessary, conditioned
upon the payment of the deficiency in accordance with
the terms of the extension. In such case the running of
the statute of limitations for assessment and collection, as
provided in sections 310 (a) and 311 (b), shall be sus-
pended for the period of any such extension, and there
shall be collected, as a part of the tax, interest on the part
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of the deficiency the time for payment of which is so
extended, at the rate of 6 per centum per annum for the
period of the extension, and no other interest shall be col-
lected on such part of the deficiency for such period. If
the part of the deficiency the time for payment of which
is so extended is not paid in accordance with the terms of
the extension, there shall be collected, as a part of the tax,
interest on such unpaid amount at the rate of 1 per centum
a month for the period from the time fixed by the terms of
the extension for its payment until it is paid, and no other
interest shall be collected on such unpaid amount for such
period.”

SEC. 809. (1932 Act) LIEN FOR TAXES.

(a) Section 315 (a) of the Revenue Act of 1926, as

amended, is amended by adding at the end thereof a new
sentence to read as follows:
““Tf the Commissioner is satisfied that the tax liability of
an estate has been fully discharged or provided for, he
may, under regulations prescribed by him with the
approval of the Secretary, issue his certificate, releasing
any or all property of such estate from the lien herein
imposed.”

(b) Section 613 (b) of the Revenue Act of 1928

(relating to liens for estate taxes) is repealed.

SEC. 810. (1932 Act) REFUNDS.

(a) Section 319 (b) of the Revenue Act of 1926 is
amended to read as follows:

“(b) All claims for the refunding of the tax 1mp0sed
by this title alleged to have been erroneously or illegally
assessed or collected must be presented to the Commis-
sioner within three years next after the payment of such
tax. The amount of the refund shall not exceed the por-
tion of the tax paid during the three years immediately
preceding the filing of the claim, or if no claim was filed,
then during the three years immediately preceding the
allowance of the refund.”
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(b) The last sentence of section 319 (¢) of the Revenue
Act of 1926 is amended to read as follows:
“ No such refund shall be made of any portion of the tax
paid more than four years (or, in the case of a tax imposed
by this title, more than three years) before the filing of
the claim or the filing of the petition, whichever is
earlier.”

Nore—For amendment to above quoted provision of 1926 act
made by section 504 (d) of 1934 act, see page 202.

(c) Title IIT of the Revenue Act of 1924 is amended
by inserting after section 318 a new section to read as
follows: :

“8Eec. 318%. The amount of any refund of the tax im-
posed by Part I of this title shall not exceed the portion
of the tax paid during the four years immediately preced-
ing the filing of the claim, or if no claim was filed, then
during the four years immediately preceding the allowance
of the refund.”

(d) Section 319 (b) of the Revenue Act of 1928, as
amended by this Act, and section 318% of the Revenue
Act of 1924, as added by this Act, shall not bar from.
allowance a claim for refund filed prior to the enactment
of this Act which but for such enactment would have been
allowable,

SEC. 811. (1932 Act) FUTURE INTERESTS—EXTENSION OF
TIME FOR PAYMENT OF TAX.

(a) Section 305 of the Revenue Act of 1926 is
amended by adding at the end thereof a new subdivision
to read as follows: '

“(e) Where there is included in the value of the gross
estate the value of a reversionary or remainder interest
in property, the payment of the part of the tax imposed
by this title attributable to such interest may, at the elec-
tion of the executor, be postponed until six months after
the termination of the precedent interest or interests in
the property, and the amount the payment of which is so
postponed shall then be pavable, together with interest
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thereon at the rate of 4 per centum per annum from
eighteen months after the date of the decedent’s death
until such amount is paid. The postponement of pay-
ment of such amount shall be under such regulations as
the Commissioner with the approval of the Secretary may
prescribe, and shall be upon condition that the executor,
or any other person liable for the tax, shall furnish a bond
in such an amount, and with such sureties, as the Commis-
sioner deems necessary, conditioned upon the payment
within six months after the termination of such precedent
interest or interests of the amount the payment of which
is so postponed, together with interest thereon, as above
provided. Such part of any estate, inheritance, legacy,
or succession taxes allowable as a credit against the tax
imposed by this title as is attributable to such reversionary
or remainder interest may be allowed as a credit against
the tax attributable to such interest, subject to the percent-
age limitation contained in section 301 (c), if such part
is paid, and credit therefor claimed, at any time prior to
the expiration of 60 days after the termination of the
precedent interest or interests in the property.”

(b) The amendment to section 305 of the Revenue
Act of 1926 made by subsection (a) of this section, shall
not apply, in the case of estates of decedents dying prior
to the date of the enactment of this Act, to that part of
any payment of Federal estate taxes made prior to such
date which is attributable to a reversionary or remainder
interest in property.

TITLE VII (1932 Act)—TAX ON TRANSFERS
TO AVOID INCOME TAX

SEC. 901. (1932 Act) IMPOSITION OF TAX.

There shall be imposed upon the transfer of stock or
securities by a citizen or resident of the United States, or
by a domestic corporation or partnership, or by a trust
which is not a foreign trust, to a foreign corporation as
paid-in surplus or as a contribution to capital, or to a for-
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eign trust, or to a foreign partnership, an excise tax equal
to 25 per centum of the excess of (1) the value of the
stock or securities so transferred over (2) its adjusted
basis in the hands of the transferor as determined under
section 113 of this Act. :

SEC. 902. (1932 Act) NONTAXABLE TRANSFERS.

The tax imposed by section 901 shall not apply—

(a) if the transferee is an organization exempt from
income tax under section 103 of this Act; or

(b) if prior to the transfer it has been established to
the satisfaction of the Commissioner that such transfer is
not in pursuance of a plan having as one of its principal
purposes the avoidance of Federal income taxes.

SEC. 903. (1932 Act) DEFINITION OF “ FOREIGN TRUST ”.

A trust shall be considered a foreign trust within the
meaning of this title if, assuming a subsequent sale by the
trustee, outside the United States and for cash, of the
property so transferred, the profit, if any, from such sale
would not be included in the gross income of the trust
under Title I of this Act.

SEC. 904. (1932 Act) PAYMENT AND COLLECTION.

(a) The tax imposed by section 901 shall, without as-
sessment or notice and demand, be due and payable by the
transferor at the time of the transfer, and shall be assessed;
collected, and paid under regulations prescribed by the
Commissioner with the approval of the Secretary.

(b) Under regulations prescribed by the Commissioner
with the approval of the Secretary the tax may be abated,
remitted, or refunded if after the transfer it has been estab-
lished to the satisfaction of the Commissioner that such
transfer was not in pursuance of a plan having as one of its
principal purposes the avoidance of Federal imncome taxes.

(¢) All administrative, special, or stamp provisions of
law, including penalties and including the law relating to
the assessment of taxes, so far as applicable, .are hereby
extended to and made a part of this title.
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TITLE VIII (1932 Act)—POSTAL RATES

IXi

SEC. 1001. (1932 Act) POSTAL RATES.

(2) On and after the thirtieth day after the date of the
enactment of this Act and until July 1, 1834 1935, the
rate of postage on all mail matter of the first class (except
postal cards and private mailing or post cards, and except
other first class matter on which the rate of postage under
existing law is 1 cent for each ounce or fraction thereof)
shall be 1 cent for each ounce or fraction thereof in addi-
tion to the rate provided by existing law: Provided, That
such additional rate shall not apply on or after July 1,
1933, to first-class matter mailed for local delivery.

Nore—The proviso in this subsection was inserted by section 3(a)
gg%he act extending the gasoline tax for 1 year, approved June 16,

(b) On and after July 1, 1932, and until July 1, 3834
1935, on the advertising portion of any publication en-
tered as second-class matter subject to the zone rates of
postage under existing law, the rates per pound or fraction
thereof for delivery within the eight postal zones estab-
lished for fourth-class matter shall be as follows:

For the first and second zones, 2 cents.

For the third zone, 3 cents.

For the fourth zone, 5 cents.

For the fifth zone, 6 cents.

For the sixth zone, 7 cents.

For the seventh zone, 9 cents.

For the eighth zone, and between the Philippine Islands
and any portion of the United States, including the Dis-
trict of Columbia and the several Territories and posses-
sions, 10 cents.

(c) Only 85 per centum of the gross postal receipts
during the period the increased rate of postage provided
in subsection (a) remains in force shall be counted for
the purpose of determining the class of the post office or
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the compensation or allowances of postmasters or of postal
employees of post offices of the first, second, and third
classes, except that in the case of such post offices as have
city or village letter carrier service 90 per centum of the
gross postal receipts shall be counted for such purpose.
For the purpose of determining the commissions (as dis-
tinguished from the compensation and the allowances
based thereon) of postmasters of the fourth class, only 85
per centum of the applicable cancellations, collections, and
receipts during such period shall be counted.

Nore.—The matter following the word “ classes ” in the first sen-
tence of this subsection was inserted by section 3(b) of the act
extending the gasoline tax for 1 year, approved June 16, 1933. The
amendment was made effective July 1, 1933.

Nore—The amendments to this section striking out 1934 ” and
inserting “ 1935 ” were made by section 515 of the 1934 act. Such
section reads as follows:

SEC. 515. POSTAL RATES.

Section 1001(a), as amended, of the Revenue Act of 1932, and
section & of the Act entitled “An Act to extend the gasoline tax for
one year, to modify postage rates on mail matter, and for other pur-
poses”, approved June 16, 1933, are amended by striking out “ 1984
wherever such date appears and inserting in liew thereof “ 1935,

Section 2, as amended, of the act extending the gasoline tax for
one year reads as follows:

Sec. 2. The President is authorized during the period ending
June 30, 4934 1935, to proclaim such modifications of postage rates on
mail matter (except that in the case of first-class matter the rate
shall not be reduced to less than 2 cents an ounce or fraction thereof)
as, after a survey by him, he may deem advisable by reason of
increase in business, the interests of the public, or the needs of the
Postal Service, and such modifications shall be in effect on and after
such date as he shall proclaim and until July 1, 4934 1935. In case a
modification of the rate of postage on first-class matter is proclaimed,
the President shall also make a corresponding modification in the
‘percentages of gross postal receipts specified in section 1001 (c) of the
Revenue Act of 1932 as amended by this Act, which percentages shall
be in effect during the period such modification of the rate of postage
on first-class matter is in effect. Nothing in this section shall be
construed as giving the President authority to change the rate fixed
by law on first~class matter mailed for local delivery, postal cards,
and private mailing or post cards.
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TITLE IX (1932 Act)—ADMINISTRATIVE
AND GENERAL PROVISIONS

SEC. 1101. (1932 Act) REVIEW OF DECISIONS OF BOARD
. OF TAX APPEALS.

(a) Section 1001 (a) of the Revenue Act of 1926 (re-
lating to time for filing petition for review of decisions of
the Board of Tax Appeals) is amended by striking out
“ within six months after the decision is rendered ” and
mserting in lieu thereof “ within three months after the
decision is rendered .

(b) The amendment made by subsection (a) of this
section shall not apply in respect of decisions of the Board
of Tax Appeals rendered on or before the date of the enact-
ment of this Act.

SEC. 1102. (1932 Act) BOARD OF TAX APPEALS—FEES.

Section 1004 (b) of the Revenue Act of 1926 is
amended to read as follows:

“(b) The Board is authorized to fix a fee, not in excess
of the fee fixed by law to be charged and collected therefor
by the clerks of the district courts, for comparing, or for
preparing and comparing, a transcrlpt of the record, or for
copying any record, entry, or other paper and the compari-
son and certification thereof.”

SEC. 1103. (1932 Act) LIMITATIONS ON SUITS BY TAX-
PAYERS.

(a) Section 3226 of the Revised Statutes, as amended,
is amended to read as follows:

“ SEC. 3226. No suit or proceeding shall be maintained
in any court for the recovery of any internal-revenue tax
alleged to have been erroneously or illegally assessed or
* collected, or of any penalty claimed to have been collected
without authorlty, or of any sum alleged to have been ex-

cessive or in any manner wrongfully collected until a claim
87180—84——19
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for refund or credit has been duly filed with the Commis-
sioner of Internal Revenue, according to the provisions of
law in that regard, and the regulations of the Secretary of
the Treasury established in pursuance thereof; but such
suit or proceeding may be maintained, whether or not such
tax, penalty, or sum has been paid under protest or duress.
No such suit or proceeding shall be begun before the ex-
piration of six months from the date of filing such claim
unless the Commissioner renders a decision thereon within
that time, nor after the expiration of two years from the
date of mailing by registered mail by the Commissioner to
the taxpayer of a notice of the disallowance of the part of
the claim to which such suit or proceeding relates.”

(b) Suits or proceedings instituted before the date of
the enactment of this Act shall not bhe affected by the
amendment made by subsection (a) of this section to sec-
tion 3226 of the Revised Statutes. In the case of suits
or proceedings instituted on or after the date of the enact-
ment of this Act where the part of the claim to which such
suit or proceeding relates was disallowed before the date
of the enactment of this Act, the statute of limitations shall
be the same as provided by such section 3226 before its
amendment by subsection (a) of this section.

SEC. 1104, (1932 Act) DATE OF ALLOWANCE OF REFUND
OR CREDIT.

Where the Commissioner has (before or after the enact-
ment of this Act) signed a schedule of overassessments in
respect of any internal revenue tax imposed by this Act
or any prior revenue Act, the date on which he first signed
such schedule (if after May 28, 1928) shall be considered -
as the date of allowance of refund or credit in respect of
such tax.

SEC. 1105. (1932 Act) JEOPARDY ASSESSMENT.

o} If the Commissioner finds that o person liable for
nternalrevente lows designs quiekly: to depart from the
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Baited States or to remove his property therefrom; or to
eoneest himself or his property therein; or to do any other
~ aet tending to prejudice or to render whelly or partly in-
effeetunt proceedings to eolleet sueh tax unless sueh pro-
eeedings be brought without delay; the Commissioner shall
eatise notiee of such finding to be given such person; to-
gether with o demeand for an immediste return end im-
medinte payrent of such tax; and sueh tax shall therenpon
b} H sueh person {1} is not in default in meking
aRy Feturn or paying any tex under the internslrevenue
lows; and {2) farnishes to the United States; under regn-
lations to be preseribed by the Commissioner with the
approval of the Seeretary; seeurity approved by the Com-
missioner that he will duly return and pay the tax to which
be payable prior to the time otherwise fixed for :
(@) If the Commissioner believes that the collection of
any taz (other than income taz, estate tax, and gift tax)
under any provision of the internal-revenue laws will be
jeopardized by delay, he shall, whether or not the time
otherwise prescribed by law for making return and paying
such taz has expired, immediately assess such taz (together
with all interest and penalties the assessment of which is
provided for by law). Such taz, penalties, and interest
shall thereupon become immediately due and payable, and
immediate notice and demand shall be made by the collector
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for the payment thereof. Upon failure or refusal to pay .

such tax, penalty, and interest, collection thereof by dis-
traint shall be lawful without regard to the period pre-
scribed in section 3187 of the Revised Statutes, as
amended.

(b) The collection of the whole or any part of the
amount of such assessment may be stayed by filing with the
collector a bond in such amount, not exceeding double the
amount as to which the stay is desired, and with such
sureties, as the collector deems necessary, conditioned upon
the payment of the amount collection of which is stayed, at
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the time at which, but for this section, such amount would
be due. '

Note—Section 510 of the 1984 act amended this section of the
1982 act to read as shown above in italics. )

SEC. 1106. (1932 Act) REFUNDS OF MISCELLANEOUS
TAXES.

(a) Subsection (a) of section 3228 of the Revised

Statutes, as amended, is amended by adding at the end
thereof the following :
“The amount of the refund (in the case of taxes other
than income, war-profits, excess-profits, estate, and gift
taxes) shall not exceed the portion of the tax, penalty, or
sum paid during the four years immediately preceding the
filing of the claim, or if no claim was filed, then during
the four years immediately preceding the allowance of the
refund.”

(b) The amendment made by subsection (a) of this
section to section 3228 of the Revised Statutes shall not
bar from allowance a claim for refund filed prior to the
enactment of this A ct which but for such enactment would
have been allowable.

SEC. 1107. (1932 Act) ADJUSTMENTS OF CARRIERS’ TAX
LIABILITIES TO CONFORM TO RECAPTURE
PAYMENTS. )

The Interstate Commerce Commission shall, as soon
" as practicable after its order with respect to the amount
recoverable from any carrier under the provisions of sec-
tion 15a of the Interstate Commerce Act, as amended, for
any year or portion thereof has become final, and such
amount, if any, has been paid, certify to the Commissioner
of Internal Revenue the amount so paid. If the amount
so paid by such carrier differs from the amount allowed
as so recoverable in computing the income or excess profits
tax liabilities for any taxable period of such carrier,. or of
any corporation whose income or excess profits tax lia-
bility is affected, the Commissioner of Internal Revenue
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shall determine any deficiency or overpayment attribu-
table to such difference. Notwithstanding any other pro-
vision of law, (1) any such deficiency may be assessed
within two years from the date of such certification, and,
if so assessed, shall be paid upon notice and demand from
the collector, and (2) any such overpayment may be
credited or refunded within two years from the date of
such certification, but not after unless, before the expira-
tion of such period, a claim therefor is filed. This section
shall not be held to affect the provisions of section 1106
(b) of the Revenue Act of 1926 or 606 of the Revenue
Act of 1928.

SEC. 1108. (1932 Act) LIMITATION ON PROSECUTIONS
FOR INTERNAL REVENUE OFFENSES.

(a) The Act entitled “An Act to limit the time within
which prosecutions may be instituted against persons
charged with violating internal revenue laws,” approved
July 5, 1884, as amended, and as reenacted by section
1110 of the Revenue Act of 1926, is amended to read as
follows::

“ That no person shall be prosecuted, tried, or punished,
for any of the various offenses arising under the internal
revenue laws of the United States unless the indictment
is found or the information instituted within three years
next after the commission of the offense, except that the
period of limitation shall be six years—

“(1) for offenses involving the defrauding or at-
tempting to defraud the United States or any agency
thereof, whether by conspiracy or not, and in any
manner,

“(2) for the offense of willfully attempting in any
manner to evade or defeat any tax or the payment
thereof, and

“ (3) for the offense of willfully aiding or assisting
in, or procuring, counseling, or advising, the prepara-
tion or presentation under, or in connection with any
matter arising under, the internal revenue laws, of a
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false or fraudulent return, affidavit, claim, or document

(whether or not such falsity or fraud is with the knowl-

edge or consent of the person authorized or required to

present such return, affidavit, claim, or document).

““For offenses arising under section 37 of the Criminal
Code, where the object of the conspiracy is to attempt in
any manner to evade or defeat any tax or the payment
thereof, the period of limitation shall also be six years.
The time during which the person committing any of the
offenses above mentioned is absent from the district
wherein the same is committed shall not be taken as any
part of the time limited by law for the commencement of
such proceedings. Where a complaint is instituted before
a commissioner of the United States within the period
above limited, the time shall be extended until the dis-
charge of the grand jury at its next session within the
district.”

(b) The amendment made by subsecmon (a) of this
section shall apply to offenses whenever committed ; except
that it shall not apply to offenses the prosecution of which
was barred before the date of the enactment of this Act.

SEC. 1109. (1932 Act) SPECIAL DISBURSING AGENTS OF
TREASURY.

The Secretary of the Treasury is authorized to designate
agents in charge of divisions of internal revenue agents to
act as special disbursing agents of the Treasury for the pay-
ment of all salaries and expenses of such divisions, on giv-
ing good and sufficient bond in such form and with such
security as the Secretary of the Treasury may approve,
notwithstanding section 3144, Revised Statutes, as
amended.

SEC. 1110. (1932 Act) REFUND OF TAXES FOR TAXABLE
YEAR 1918.

Section 284 (h) of the Revenue Act of 1926 is amended
to read as follows:
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“(h) Except as provided in subdivision (d) this sec-
tion shall not (1) bar from allowance a claim for credit or
refund filed prior to the enactment of this Act which but
for such enactment would have been allowable, or (2) bar
from allowance a claim in respect of a tax for the taxable
year 1918, 1919, or 1920 if such claim is filed before the
expiration of five years after the date the return was due.”

SEC. 1111. (1932 Act) DEFINITIONS.

(a) When used in this Act—

(1) The term * person” means an individual, a
trust or estate, a partnership, or a corporation.

(2) The term “ corporation " includes associations,
joint-stock companies, and insurance companies.

(3) The term “ partnership ” includes a syndicate,
group, pool, joint venture, or other unincorporated or-
ganization, through or by means of which any business,
financial operation, or venture is carried on, and which
is not, within the meaning of this Act, a trust or estate
or a corporation; and the term “ partner ” includes a
member in such a syndicate, group, pool, joint venture,
or organization.

(4) The term “ domestic ”” when applied to a cor-
poration or partnership means created or organized in
the United States or under the law of the United States
or of any State or Territory.

(5) The term “ foreign ” when applied to a corpo-
ration or partnership means a corporation or partnership
which is not domestic.

(6) The term “ fiduciary ” means a guardian, trus-
tee, executor, administrator, receiver, conservator, or
any person acting in any fiduciary capacity for any
person. -

(7) The term “ withholding agent ” means any per-
son required to deduct and withhold any tax under the
provisions of section 143 or 144.

(8) The term * stock ”” includes the share in an asso-
ciation, joint-stock company, or insurance company.
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(9) The term “ shareholder ” includes a member in
an association, joint-stock company, or insurance com-
pany.

(10) The term “ United States ” when used in a
geographical sense includes only the States, the Terri-
tories of Alaska and Hawaii, and the District of
Columbia. |

(11) The term “ Secretary ” means the Secretary
of the Treasury.

(12) The term “ Commissioner ” means the Com-
missioner of Internal Revenue.

(13) The term ‘ collector ” means collector of in-
ternal revenue. :

(14) The term “ taxpayer ” means any person sub-
ject to a tax imposed by this Act.

(b) The terms “includes” and “including” when
used in a definition contained in this Act shall not be
deemed to exclude other things otherwise within the
meaning of the term defined.

Nore—This section is identical with section 801 of the 1934 act.

SEC. 1112. (1932 Act) SEPARABILITY CLAUSE.

If any provision of this Act, or the application thereof
to any person or circumstances, is held invalid, the re-
mainder of the Act, and the application of such provisions
to other persons or circumstances, shall not be affected
thereby. ,

Nore—This section is identical with section 802 of the 1934 act.

SEC. 1113. EFFECTIVE DATE OF ACT.

Except as otherwise provided, this Act shall take effect
upon its enactment.
Nore—This section is identical with section 803 of the 1934 act.

1932 Act approved June 6, 1932, 5 p.m.
1934 Act approved May 10, 1934, 11:40 a.m.
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Gift tax e 194
AMENDMENTS TO ESTATE TAX, 1932 ACT. (Se¢e Estate tax.)
ALAICE:I'NI‘PDMENTS TO PRIOR ACTS AND MISCELLANEQOUS, 1934
Assistants in the Treasury .- e 209
Bankruptey and receiverships___ e __- 203-4
Notice of adjudication or appointment of recelver_._____________ 203
Suspension of statute of limitations in case notice is given_____ 203
Commissioner as party to suit_._ - — —- 21112
Discharge of lens______ e 207-8
Examiuation of books and witnesses._ —_— — 205
Generzl counsel for the Treasury.. _— —— 208-9
Assistant general counsel in Treasury___ —— 208
Liability of fiduciary ——— _—_ ——- 212-13
Overpayments found by the Board of Tax Appeals_________________ 201-3
Penalties and awards to informers with respect to illegally produced
petroleum _ . -— 210
Period for petition to Board of Tax Appeais under prior acts_______ 197
Recovery of amounts erroneously refunded.. . . . __________ 199, 200
Retroactivity of regulations, rulings, etc - 205
Sale of personal property under distraint - 208
Statute of limitations on suits for refund —_— 200
Venue for appeals from Board of Tax Appeals_____________________ 213-14
Amount assessable after decision of Board of Tax Appeals:
Jeopardy assessments . ____________ 140
Gift tax = - - 184
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Amount assessable before decision of Board of Tax Appeals: Page
Jeopardy assessments . ___________ 140
Gift A o e 183
Amount realized from sale or other disposition of property... . 59
Amounts received in United States—income from sources within posses-
gions of United States_ e __ —_— 132
Amounts erroneously refunded, recovery of-___. 199, 200
Amounts expended for support, deductions for estate tax 274
Amounts, unpaid, collection of, if stayed by bond-._ 142
Gift tax — e 185
Annual basis, income placed on, returns for a period of less than 12
months .- e 40
Annuities, etc.—exclusions from gross income —_— 20
Appeals from Board of Tax Appeals, venue for. 213-214
Applicability of laws: '
Bstate - e e 214
Excise - o 239
Gift o~ —— 196
Income___ o 48
Applicability of other provisions--producers’ tax on crude petroleum—__. 246
Application of income-tax title_. - 10
Application of title to mutual insurance companies other than life _____ 125
Application of tax, estate tax_______ 108
Articles manufactured or produced by Indians, exemption of, from excise
taxes - .- e e 238
Assess, expiration of right to, for jeopardy assessments 141
Gift tax i 187
Assessment:
Against donor, period for, gift tax. _______ 193
Collection after______ e~ o 145
Gift tax_______.__ — 187
Limitations on time e 145
Gift taX e 187
Jeopardy . ____ 286-8
Payment of interest on, stayed by bond 191
Prompt, request for i ' 144

Assessment and collection, period of limitations upon. (See wunder
Period.)
Assessments, Jeopardy (see also Jeopardy) :

Collection and payment of —___________ 161
Interest in case Of oo __ - 149
Interest on—egift tax - 189
Authorization of refunds and credits_ o ___._ 153
Gift taX- e 194
Authority for making jeopardy assessments_..-- 140
Gift tax 183
Automobiles, etc., tax on (see also Manufacturers’ excise taxes) - 220-23
Termination of —________ 240
Awards to informers, illegally produced petroleum 210
Bad debts as deductions from gross income..__ 25
Bankruptcy and receiverships, interest in case of (see also Receivership). 191
Banks, etc., Federal land—exemptions__—..———____ 58
Banks, mutual savings—exemptions 52
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Page
Basis (adjusted) of property ——— 70
Basls established hy revenue act of 1932 for determinlng gain or loss__ 69
_ Basis for depreclation and depletion on deductions from gross income___. 26
Bagls for determining gain or loss—adjusted basis. - 70
General rule _— 70
Suabstituted basis - _— 71
Basis for determining loss—deductions from gross income .. _____ 24
Basis, substituted for determining gain or loss__ 71
Basis (unadjusted) of property____ - 64
Bequests, etc., deduction of, to charity, estate tax——— o _______ 217
Beneficiary, credits of, against net income ——— 110
Beneflciary societies, fraternal—exemptions 52
Benefit of grantor, income for - — - 112
Benevolent and mutual companies—exemptions _— 63
Beverages, tax on — 226-9
Termination of — 229
Board of Tax Appeals (see also Deficiency and deficiencies) :
Amount assessable after decision of, jeopardy assessments___.______ 184
Amount assessable before decision of, jeopardy assessments_... - 183
Coliection of deficiency found by, gift tax_. 180
Decisions of, review of - — 285
Effect of petition to- e em 154
Final decisions of, determination of date of —_— — 139
Gift tax - - 182
Overpayment found by 154
Amendments (1934) 201-3
Gift tax 195
Period for petition to, under prior acts e 197
Petition to. (See Petition to Board of Tax Appeals.)
Procedure in general—deficiencies .- — - -- 138
Venue for appeals from 213-14
Boats:
Tax on use of (see also Note, p. 265) 263-5
Use of, termination of tax on — — —— 265
Bond:
Gasoline tax, requirement of filing (1934). 232
Jeopardy :
Filing of - - 148
Qift tax - 190
Payment stayed by—jeopardy assessment_—_.. — 1
Gift tax - e 191
Required—producers’ tax on crude petrolewm_ e 245
To stay collection, jeopardy assessments -~ 14
Further conditions—gift tax —— - — 184
Bonds:
Covenant—withholding of tax on tax-free- et 09
Retirement of — - - 85
Stamp tax on issues of - — -— 253
Stamp tax on transfer of ——— — - 257
Books and witnesses, examination of__ - - ——— 205
Bridges to be acquired by State or political divisiopn—exclusions from
gross income _— — 80
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Page
Brokers, returns of____ - 108
Business leagues, chambers of commerce, ete—exemptions_______________ b2
“ Business, trade or ”, includes office holding__._.__ 4a
Building and loan associations, domestic—exemptions 52
Calendar year, definitions, gift tax - 196
Calendar years, jurisdiction of Board of Tax Appeals over other, gift tax_ 182
Calendar years with different laws, partnership years_ . _________ 114,118
Cameras, tax on______ —- 25

Termination of 240
Candy, tax on___________ : 224
Termination of 228

50
83

Capital assets:
Definition (1932) __.__ -
Definition (1934) . _

Capital deductions—definition (1932) 49
Capital, distributions from, other___ 76
Capital gain—definition (1932) —_— 49
Capital gains and losses:
Bonds, retirement of, by corporations (1934) - 85
“ Capital assets” defined:
(1932) I : - 50
(1984) — 83
“ Capital deductions” defined (1932) 49
“ Capital gain” defined (1932y . _____ . 49
“ Capital loss” defined (1932) - - 49
Capital losses, limitations on (1034 ___ . _ . _ _ _ ________ ——— 85
On stock (1932)...- — 28
“ Capital net gain” defined (1982) oo ___ —— 49
“ Capital net loss ” defined (1932) 50
Collection and payment of tax (1932) —— —_— 51
Penalties (1932) __ ____ 51
Definitions:
* Capital assets”:
(1932) _____________ —— - 50
(1934) 83
“ Capital deductions” (1932) e - 49
“ Capital gain” (1932) ____ e 19
“ Capital loss” (1982)____ R 49
“ Capital net gain” (1932) ____ 49
“ Capital net loss ” (1932) _ —— Z 50
“ QOrdinary deductions ™ (1932 . _____ ____________ 49
“ Ordinary net income” (1932) . e 60
“ Stocks and bonds” (1932) U, 29
Determination of period for which property was held:
(A982) e ——— 50
(1934) . ____ e e e 84
Exchanges of stock, limitation of losses on (1932) ___________..__ 28

Gains and losses from short sales:

€1932) . __ e 29
(1984 ) e — 85
Limvitation on capital losses (1934) - e 85
Limitation on stock losses (1932)________ - 28
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Capltal gains and losses—Continued. Page
Net, estates and trusts_ e 113
Net gain, tax in case of (1932)_ - _— 49
Net loss, tax in case of (1932) ._____ e 49
“ Ordinary deductions” defined (1932)_ — — 49
“ Ordinary net income” defined (1932) _— _— 50
Payment of tax (1932)______ ’ —_ - 51

Penalties (1932).____ —_— I 51

Property :

Determination of period for which held:
(1932) o __ — _— 50
(1934) e __ N _ 84
Rate of tax:
In case of net gain (1932)_ —_ . 49
In case of net loss (1934)._ 49
Retirement of bonds, ete., by corporation (1934) __..____________.._. 85
Short sales:
Gaing and losses from—
ey ——— - 29
(19834) o ———————— 85

Stock, limitation of losses on sales or exchanges of (1932) .. _ 28

“ Stocks and bonds’’ defined (1932)_ — — 29

Capital loss—definition (1932)_.__ —_— 49

Capital losses—deductions from gross income (1934)___ __ . . ______ 24
Limitation ou (1934)_ — — — 85
Limitation on stock losses (1932). - - — 28

Capital net gain—definition (1932)_._..__ - - 49

Capital net loss—deflnition (1982)..___ B0

CAPITAL STOCK AND EXCESS-PROFITS TAXES (1934 ACT):

Capital stock tax_.____ O 266-9
Extension of time for payment___ o __ 267
Exemptions from.__________ - . 2667
Imposition ——__ - ——— 266
Rates of:

On domestic corporations_.______ e 266

On foreign corporations e —————— e 266
Returns on:

Extension of time for filing . ______________________ 267

Inspection and publicity of R - 267

Requirenients for _ - — i - 287

Values, calculation of - _— - 268-9

Capital stock tax and excess-profits tax imposed by Natioual Indus-

trial Recovery Act —— — 270

Excess-profits tax._._______ — 269
Administrative provisions applicable . -~ 269
Imposition _— - e 269
Penalties applicable________ e 269
Rates of tax__ _— - e — - 269

Interest on - e e 267

Penalties - e 267, 269

Carbonic-acid gas, tax on e 228
Termination of . _____________________ U 229

Carriers’ tax liabilities, adjustments of, to conform to recapture pay-

ments____ e 288
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Cartridges, firearm, tax on
Termination of —.___

Cemetery companies—exemptions
Cent, fractional parts of -

Gift tax -
Cereal beverages, tax on____.___

Termination of_________
Certificate of registry for soft-drink tax -
Chambers of commerce, business leagues, ete., exemptions
Change from accrual to installment basis

178

Change of sccounting period, computation of income, returns for short

period resulting from._._._....
Change of accounting period, generally
Change of status—effect on credits of individual against net income
(1032) _—
Effect on credits of individual against net income for both normal
tax and surtax (1934)___
Charitable and other contributions as deductions from gross income______
Charitable contributions—unlimited deduction for.
Charitable, ete., contributions as deductions—nonresident allens____ -
Charitable, ete., gift tax—as deductions.
Charity, deduction of bequests, ete., to, estate tax

Checks, etc., taxX OD...——
Termination of
Chewing gum, tax on
Termination of e _____
China defined
China Trade Act corporation:

Affiliation _—

Consolidated returns____._____

Credit against net income—China Trade Act corporation.  ____ .___
Allowance of credit-.____
Deflnition of China____._____
Ownership of stock___
Special dividend

Dividend from ————

Foreign tax credit not allowed

Income of shareholders

Cigarettes, tax on (see also Note, p. 248)
Citizen and domestic corporation—credit for foreign taxes
Citizens, closing of taxable year
Citizens of certain foreign countries, rates of tax on (1934) __.___________
Citizenship and residence of decedents, 1934 act, amendments, estate tax.
Civic organizations, etc.—exemptions
Clatms:

In abatement -

Unpaid:

Bankruptcy and receiverships
Gift tax ————
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Claims against transferees and fiduciaries:

Notice of fiduciary relationship. -
Fiduciary of taxpayer— .- — -
Fiduciary of transferee - _
Maunner of notice ————

Transferred assets—claims against transferees and fiduciaries_ -~
Address for notice of liability._ -
Deflnition of * transferee”_______ _— -
Method of collection_—____- -

Fiduciaries -
Transferees — - -
Period for assessment against taxpayer—___ - -
Period of limitation
Against taxpayer — - —_—
Against transferee______--__ N -
Suspension of running of statute of limitations . ——ceeeemn
Clause, separability.____ _— -
Closing of taxable year in case of jeopardy -

Clubs—exemptionS— - ——— oo — - - -

Coal and coke, tax on_ - - —
Termination of - - e
Coal mines, percentage depletion in case of o mmmem
Coconut 0il, processing tax on - —
COoliection :
After assessment—exceptions from general rule e
Gift tax-—————— _— _ -
And payment of tax-—capital pet gains and losses (1932).-—e-—-
Bond for stay of _-- —
Gift tax e - - -—
Farther conditions_ oo~ -
Gift tax e
Method of, in case of deficiency, on transferred assets oo
Of deficiency found by Board of Tax Appeals oo
Gift tex — - —_—
Of producers’ tax on crude petroleUm e
Of unpaid amounts—jeopardy _—
Gift tax.- -
Payment and, tax on foreign trust_ SN
Period of limitation upon assessment and (8ee also Period) ..
Gift tax_.- - _— _—
Processing tax on oils____ _— — _—
Stay of—jeopardy assessment-_. - ——
Taxes, enforcement of liability for__ - —
“ Collector  defined - _ e
“ Commissioner ”’ defined
Communications. (See under Miscellaneous taxes—Tax on telegraph,
telephone, radio, and cable facilities.)
Companies, life-insurance. (8e¢e Insurance companies.)
Companies, mutual insurance other than life (see Insurance companies) :
Definitions....—__- . e
Net income of- - —_

87180—34——20
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292
104
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137
180
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282
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Page
Compensation—for injuries or sickness—exclusion from gross income____ 21
Of officers and employees—information by corporations. oo 107
Computation (see also under Net income) @
And payment of tax, estates or trusts 109
Of charges-—-transportation of oil by pipe line —— 261
Computation of gain or loss—determination of amount of, and recogni-
tion of . am - —_ 59
Computation of net income 19-35, 59-91
Computation of tax on consolidated returns 98
Conformance with recapture payments, adjustments of carriers’ tex
liabilities in— . L __ 288
Congideration, transfer for less than adequate and full—gift tax________ 173
Consolidated returns (see elso Return and returns) — 95
CoNTENTS, TABLE OF 1-9
Contract, bona fide—processing tax on certain oils. - 243
Contracts prior to May 1, 1932, manufacturers’ excise taxes 238
Contributions—charitable and other, as deductions from gross income-__ 20
Charitable, unlimited deduction for. 91
Charitable, deductions for:
Estate tax o —_2nm
Gift tax_ —— 174
Nonresident aliens - . 128
To propaganda organizations (1934) 26
Estate tax (1934) — ———— 168
Gift tax (1934) o _________ e 175
Control, definition_____________________ e 64
Conversions, involuntary:
Basis for property acquired as result of.__ 62
Gains or losses in case of - e 68
Conveyances, stamp tax on - 258
Cooperative associations, farmers'—exemptions_ .. _________ 53
Copper, ores and concentrates, tax on——___.__ 217 .
Termination of ____ ____ . __________________ - 240
" Corporation (see also Corporations) :
And sharebholder . .. _______ -~ 144
““ China Trade Act”—dividend from_ - 81
Credits of, against net income___________ _ 35
Definition of .. ________ . 29
Income tax, payment of, at source_____ — ——— 102
Railroad, consolidated returns of. (See under Return and returns.)
Transfers to, in connection with reorganization - 67
Corporations (see also Corporation) : ’ '
China Trade Act-—consolidated returns_..___. 97
Deriving income from possessions of United States treated as for- :
eign for purpose of consolidated returns i — -— 97
Exemptions___" e i . b2
Foreign (1934), not deemed affiliated___cee . 97
Foreign, recognition of gain or loss of ... 64
For exclusively charitable or educational purposes—exemptions.-——— 52
Holding—exemptions ______.________________ ———— 65
Improperly accumulating surplus. (See under Surtax.) .
Organized under act of Congress—exemptions__________ . __ 55
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QCorporations (see also Corporation)—Continued.

- Other—exemptions__ . _____________ o
Personal holding companies_ . ____________ __________ . __
Personal-service, distributions by - —_
Place for flling returns__________ e

Treated as foreign, for purposes of foreign tax credit—____________
Covenant bonds—tax-free, tax withheld on—items not deductible______
Credit (see also Credits) :

80 per centun:, estate tax - - S

Allowance of, foreign tax_ ——— e

China Trade Act corporations___ e -

Earned income (1934) . __ ______________ _— —_—

For dependents allowed individual against net income (1932) ______

Allowed individual against net income for both normal tax and

surtax (1934) S -
Foreign tax_ e
For foreign taxes, life-insurance companies_ -
Limit on, foreign tax______ . _
Manufacturers' excise tax_______ .
Or refund:
Date of allowance of _______ . . _ _—
Gift tax_________ . __ - S
Limit on amount.____ e
Year in which taken, foreign tex.________________________________
Credits (sce also Credit) :
Against net income:
Income from sources within possessions of United States________
Nonresident alien individuals - _—
Of partners___ . ____
Reduction of, returns for a period of less than 12 months _____
Tax-free covenant bouds__.____________
Against tax
Earned income (1934) N ——— —_ —_——
Erroneous payments_________ e
Estate tax — — - e
Foreigntax_ . _____ . ______ —_— e
Income from sources within possessions of United States______
Insurance companies, foreign tax-_ . ___________
Nonresident alien individual not allowed foreign tax___..______
Overpayments JE - e
Payments under 1928 act (1932) o ___
Taxes of foreign countries and possessions of United States__.._

91, 113,116, 124

Adjustments on payments of accrued taxes________________
Allowance of credit ____ —_—— -
Alien resident of United Stafos e
Citizen and domestic corporation______________________
Partnerships and estates_.__ _—
Resident of United States— ... .
Corporations treated as foreign___________________________
Limit on credit_____ _— _— ———
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Credits (see also Credit)—Continued.
Against tax-—Continued.

Taxes of foreign countries and possessions of United States—Con. Page
Proof of credits_ . _______ - 23
Taxes of foreign subsidiary - 03
Year in which credit taken_ oo o 23
Taxes withheld at source__ 85
Foreign corporations not allowed foreign______ — 130
Interest on obligations of instrumentalities of United States (1934)_ 83
Interest on United States obligations (1932) - 32
1984 e 33
Manufacturers’ excise taxes_.________ . o . 285
Of beneficiary against net income . 110
Of corporations against net income_________ - 35
Of estate or trust against net income — — 110
Of individual against net income (1932)...__._ : _— 31
1984 e 33
Change of status (1932) _____ 32
1984 e 85
Dependents, credit for (1982) o o
1984 e
Dividends (1932).-_ _— -
1934 _ -
Earned income (1934) .. _____.___ _

For both normal tax and surtax (1934)
For normal tax only (1932) . _________________
For normal tax only (1934) __ et
Earned income definitions (1934) . __ o __

Earned income (1934) . ee-

BEarned income deductions (1934) . _____

Earned net income (1934) o ___

" Dividends (1934) -
Earned income credit (1934) .. ___________ ———
Interest on obligations of instrumentalities of United States

(1984) - ——— —

Interest on United States obligations as (1932) . ___________

(19834) oo

Personal exemption (1932)
1934 e

Of installment . _._______ . ___ _—
Period for which taken _ . e
Proof of, foreign tax___ e e

RUTPVURE SR PRBRRERRRES

Refunds and, generally_________________.______ — 153
Gift tax______________ ——e 104
Manufacturers’ excise taxes____ 235

Refunds and—withholding of tax at source_.___ 102
Miscellaneous taxes.. 265

Credits against tax e et e 36-36, 91-95

Crude petroleum, producers’ tax on. (See under Excise taxes—Producers’

tax on crude petroleum.)
Crude petroleum, refining of, tax on. (See under Excise taxes—Tax on
refining of crude petroleum,)
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Date, effective:
Of act e e
Of manufacturers’ excise tax - D
Of tax on refining of crude petroleum.___ -
Of title (1932)
Dealers in personal property—installment basis
Death, basis of property transmitted at -
Decedents, citizenship and residence of, 1934 act, amendments, estate tax.-
Declaration as dividends of profits of taxable year (1932), informa-
tion by corporations - - -
(1934) —_ —— -
Decision of Board of Tax Appeals:
Amount assessable after, jeopardy assessments_.._ . o ______
Gift tax - _—
Amount assessable before, jeopardy assessments. —
Gift tax - -
Final date of__.
Gift tax —— - ——
Review of -
Deduction :
Charitable, etc., contributions unlimited___-- -
Foreign life-insurance companies___.._ . -
Income and, allocation of - —_—
Mutual insurance companies other than life, additional in case of__
Deductions {see also Deductions and credits; see also Deductions from
gross income) :
Double prohibited - _— ——
Estate tax:
Charitable, ete., gifts - -
Nonresidents [,
Residents_ .. __ - — —_——
Specific exemption ——— e
Of income from sources within possessions of United States________
Deductions and credits:
Allowance:
Citizens of possessions of United States_ .- _—
Nonresident alien individuals._ U
Period for which taken
Deductions from gross income._ - -
Bad debts. — -— _— -—
Basis for depreciation and depletion_. -
Bagis for determining loss -
Capital losses (1934) ___________ _—
Charitable and other contributions__ . ________________..

Unlimited. - ———————
Definition of stocks and bonds (1832) - _____ _—_
Depletion o ____ e
Depreciation______.___.____ S —
Dividends received by corporations____—__ _—
Expenses _.__ e
Future expenses in case of casual sales of real property (1932)_____
Limitation on stock losses (see also, Notes, p. 20) (1932) e

Limitation on stock losses—short sales (1832) _____ .
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Deductions from gross income—Continued.
Interest . oo
Loss on wash sales of stocks ot securities (3ee also Note, p. 24) _____
- Losses by corporations...__ _—— —
Losses by individvuals.._____________________ D
Net losses (1932)_____ o __ —
Pension trusts ____________________ e
Taxes genevally__ . _________ e
Taxes of shareholders paid by corporations______________._________
Unlimited charitable, etc., contributions_.________________________
Wagering losses (1984)
Deficiencies and deficiency :
Additions to tax in case of nonpayment____________________________
Gift tax______________________ _ _— -
Address for notice of .__._________ —
Gift tax_______ e
Assessment and collection of :
Bankruptcy and receiverships:
Immediate assessment._______________ . _________________
Gift tax______ e
Unpaid claims .. _______ .
Gift tax_____ e
Definition of deficiency _—
Gift tax . __________ ____ o ______
Jeopardy assessments:
Amount assessable after decision of Board of Tax Appeals__

Gift tax_____________
Amount assessable before decision of Board of Tax Appeals_
Gift tax_______ ___ ... o ___
Authority for making_ - -
Gift tax____________
Bond to stay collection_____________ .. __________________
Gift tax____________ - e
Bond to stay collection—further conditions. ____ . ________
Gift tax .
Claims in abatement_____
Gift tax_______________ - - ———
Collection of unpaid amounts__. -
Gift tax e
Deficiency letters —______ e
Gift tax - _ ——
Expiration of right to assess.._. . ______ o ____________
Gift tax _______
Walver of stay__ e
Gift tax____

Period of limitation upon assessment and collection—deficiencies..
Corporation and shareholder
Exceptions:

Collection after assessment

Gift tax oo
False return or no return _—
Gift tax
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Deficiencies and deficiency—Continued.
Assessment and collection of-—Continued.
Period of limitation upon assessment and collection—deficien-
cies—Continued.

Exceptions—Continued. Page
Waivers S e 145
Gift tax - e 181
General rule.. —— __ 143
Gift tax__._._ — - 186
Omission from gross income (1934) 144
Request for prompt assessment_______ . _______ 144
Procedure in general:
Address for notice of deficiency - - 139
Gift t8X e 183
Collection of deficiency found by Board of Tax Appeals___... 137
_Gift tax._.____ I - 180
Extension of time for payment of deficiencies__._________._ 139
Gift tax _ - - 182
Failure to file petition with Board of Tax Appeals_ ... __ 137
Gift tax_ e .- 181
Final decisions of Board of Tax Appeals. — 139
Gift tax____._ - 182
Further deficiency letters restricted _________________________ 138
Gift tax e e 181
Increase of deficiency after notice mailed_.__ . ____________ 137
Gift tax _ 181
Jurisdiction of Board of Tax Appeals over other taxable
years - 138
Gift tax . — 182
Petition to Board of Tax Appeals. - 138
Gift tax__ e 170
Prorating of deficiency to instalilments___ . ________ 139
Waiver of restrictions_ oo 137
Gift tax_______._.___ e 181
Suspension of running of statute_ .. 145
Gift tax__.___ e e 187
Extension of time for payment of, gift tax_______. - 182
Found by Board of Tax Appeals, collection of . ______ 137
Gift tax—_. S — 180
Increase of, after notice mailed.—cceo . _____ - 137
Gift tax_ e m 183
Interest on__ e - - 146
Gift tax _ - - 189
Letters:
Further restricted_ o 138
Gift tax - 18
Jeopardy assessments_ - 140
Gift tax _— - 183
Mailing ’ 136
1934 act amendment 197
Gift tax - - 119
Time extended for payment of interest in case of. - 148
Gift tax 189

Google



308

Definitions :
Accrued, incurred, paid _—

Adjusted net income -

Affiliated group ——____
Calendar year .. . —_—___
Capital assets:

1932 Act e

1934 ACta e -

Capital deductions {1932)
Capital gain (1932) -

Capital loss (1932)____

Capital net gain (1932) e e

Capital net loss (1932)_

China —— -

Collector - - e

Commissioner_.... -—
Control

Corporation _

Deductions, ordinary (1932
Deficiency 5

Gift tax ———

Dividend—distributions by corporations.._ -
Domestic _____________

Earned income (1934)
Barned income deductions (1934)

Barned net income (1934)

Earned premiums..__

Expenses incurred

PFiduciary e
Fiscal year.

Foreign

Foreign trust

Gasoline :

Gasoline tax______ —_
Refining tax _.____ :

Gross income

Insurance companies other than life or mutual

Life insurance companies..

Holding company, personal

In the discretion of the grantor_______ o oo o

Includes and including

Income from sources within United States

Net gifts -

Net income _—

Insurance companies other than life or mutual
Life insurance companies

Partial liquidation

Partnerships.

Person

Personal holding company (1934)

Possessions of United States

Premiums earned
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Definitlons—Continued. Page
Producer —_ - —— 248
Reorganization —— 63
Reserve funds required by law 118
Sale:

Manufactprers’ excise taxes____—._____ - - - 233
Producers’ petroleum tax 245

Safe-deposit box 262

Secretary. - 202

Shareholder — 292

Stocks and bounds - 29

Surtax net lncome (1984) __________________________ . ___ 12

Taxable year - 41

Taxpayer. - — 292

Transferee —— _— 152
Gift tax - e 193

Trust T — 282

Trade or business. ——— 41

Underwriting income - 122

Undistributed adjusted net income_____ 156

United States. - 292

Withholding agent - 291

Working-interest operator_______ - - - 246

Departure from United States—removal of property. — 104

Departure of alien—closing of taxable year. - 105

Dependents, credit for, as credit of individual against net income:

(1932) —_— — - - 32

(1984) o —_— - 34

Depletion : ;

Basis for e e 72
Discovery value in case’ of mines _ —_ 72
General rule - - - —_— 12
Percentage depletion for coal and metal mines and sulphur____ 3
Percentage depletion for oil and gas wells. . _______.__ 73

Deductions from gross income._ - - 25

Percentage :

For coal and metal mines and sulphur_____ .. _____________ 73
For oil and gas wells — — 73

Depreciation :

Basis for ———— ———— 72

Deductions from gross income - - - 25

Life-insurance companies 120

Determination of gain or loss—gross income 22

Determination of period for which capital assets were held:

(1932) _— 50

(1934) —_ _— 84

Determination of tax:

Examination of return and 47

Gift tax . _ _ 179

" Liability—records and special returns.._._ - 44

Different laws, taxable period embracing years with (1932)__________ 19, 58

Disbursing agents, special, of Treasury 200

Disposition of installment obligations, gain or loss upon_____________ 38
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Pagy
Distraint, sale of personal property under. 208
Distribution of stock on reorganization—recognition of gain or loss:
(1932) o 62,83
(1934) oo eam ki
Distributions by corporations of gross income (to shareholders).___._____ 22,76
Distributions, tax-free basis of property acquired by 1982 o o _ 8
Dividend from * China Trade Act” corporation—exclusions from gross
income of - 81
Dividend payments—information by corporations 108
Dividend, special—China Trade Act corporation_ 134
Dividends:
As credit of individual against net income :
(1932) —— — 31
{1934) (. .___ —— - 33
As deduction, if received by corporation____ P14
Income from United States sources 87
Life-insurance companies - ——— 119
Profits declared as 106
Received by corporation, as deductions 27
Reserve for, insurance companies - 119
Stock — _— Kk
Domestic building and loan associations—exemptions 52 .
Domestic corporation—credit for foreign taxes 01
“Domestic” deflned pats |
Donor :
Fiduciary of—gift tax_ 194
Period for assessment against—gift tax________ 163
Records and special returns by—gift tax___ 177
Double deductions of insurance companies other than life or mutual,
prohibited ——— . ! 124
Dower, etc., relinquishment of as consideration, estate tax_..____________ 2714
Earned income:
Credit—as credit of individual against net income—for normal tax
only (1934) _____________ _— - 33
From sources without United States as exclusions from gross income. T8
Returns for a pertod of less than 12 months 40
Earned premiums—definitiom—insurance companies other than life or
mutunal - 122
Effect of petition to Board on refunds and credits 154
Gift tax__ - 195
Effective date of—
Act S 292
Manufacturer’s excise taxes__ ... ________ : 240
Producers’ tax on crude petroleum 246
Tax on reflning of crude petroleum...__. i 247
Electrical energy, tax on___ e 220-80
Termination of — : s 240
Employees’ beneficiary associations, voluntary—exemptions____________ b6
Employees, compensation of—information. 107
Erroneous refunds, recovery of, 1934 act amendment 169, 200
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Estates and trusts: Page
Capital net gains and losses, 1932 act__ 113
Credits against net income.____ - -—— 110
Credits of beneficiary__ - JEU 110
Credits of estate or trust_._.__ - 110
Different taxable years of beneficiary 111
HBmployees’ trusts _— 111
Foreign tax credit - e e 113
Imposition of tax on N 108
Application of tax — —— 108
Computation and payment - - 109
Income for benefit of grantor _ .o 112
Definitions e e 112
Net income of. e 109
Exceptions e et 109
Revocable trusts, inclusive of income fromeao-. e 112
ESTATE TAX:

80 per centum eredit. o 271-2
Assessment, collection, and payment of tax (see also Notes, p. 161) . 161
Citizenship and residence of decedents___ 165
Credit of gift tax on estate tax_____ . __ e 27071
Credits against tax (see also Note, p. 161) e~ 160
Deduction of bequests, etc., to charity- - ______ —_ 277
Deductions - U 274
Extension of time for pa3 ment___ _— - 277-9
Future interestS_ - - 2724
Future interests—extension of time for payment of tax____ - 280-81
Imposition of tax - 1567
Exemptions______ S S 160
Lien for taxes______ - — 279
Nondeductibility of certain transfers —- 168
Prior taxed property__._. — 163, 275-7
Rates of estate tax (see also Notes p. 160) 15760
Exemptions - - 160
Real estate situated outside tbe United States 167
Refunds___ - - ———— 27980
Relinquishment of dower, etc., as consideration . ______- 274
Revocable trusts - 162

ESTATE TAX AMENDMENTS. (See under ESTATE TAX.)
Excess profits tax. (See Capital stock and excess profits tax.)

Exchanges, basis of tax-free_ oo 66
Exchanges not solely in kind:
Gain from -- ©61-2
Recognition of _— [, - 62
Recognition of gain or loss on_ - - 60
Exchanges solely in kind________ —— — _ 60-61

EXCISE TAXES, 1934 ACT (sec also Notes, p. 241), (see also Manufac-
. turers’ excise taxes):

Applicability of other provisions - — - 244
Import tax on fish and marine animal oil8. 218
Processing tax on certain oils__ 2414

Bona flde contract - — 243
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EXCISE TAXES, 1934 ACT (see also Notes, p. 241), (see also Manufac-

turers’ excise taxes)—Continued.

Processing tax on certain oils—Continued.

Collections ; Page
To Philippines__ . ____ 242
To U, S. Treasury_________ mm _— 244
Exportation — - 243
Imposition. . e 241
Monthly returns _— 242
Penalties ._____ e - 244
Rules and regulations — - 242
Specified oils:
Coconut ... ——— 241
Combinations and mixtures — 241
Palm kernel_____ —_— 241
Palm - [ | |
Sesame___ —_—— —_—— 241
Sunflower _____ — 241
States and political subdivisions, sales to___________________._ = 242
Producers’ fax on crude petrolenm ———— 2446
Applicability of other provisions...._____ . 248
Bond required_._.__ . ____________ — 245
Collection of tax_ o - 244
Deductions for basic sediment and water — 246
Definitions :
“Producer” __ _____ e 248
Sale oo ——— - _— 246
‘“ Working-interest operator ”_____ - 248
Effective date. . _____________ o __ 246
Imposition_ . _________________ - — 244
Method of collection______________________ — 244
Penalties ________ — ——— - - 244
Rate - _____________ e e 244
Reports, records, ete— . _________ 245
Returns —— e 244
Tax on cigarettes (see also Note, p. 248) e 248
Tax on refining of crude petroleum_____.____ - 246-7
Applicability of other provisions____._______ - 247
Definition, “gasoline” . __ _____ o ocean - 247
Effective date__ R 247
Imposition e ——— | 246
Penaltieg e e e - 247
Ratesof tax_ . _ 248
Regulations ——— U, . AT
Returns ______ _ R . |
Exclusions from gross income (see also Exemptions) 19,78
Exemption :
Specific gift tax_________ .. 174
Exemptions:
Exclusions from gross inCoOme— oo e 19,78
From corporation tax e 6266
From security for payment___._ e 105

Google




313

Exemptions—Continued.
Personal : Page
Credits of individual against normal tax (1982) .« ___ 32
Credits of individual agalnst both normal tax and surtax (1934) - 34
Expenses (see also under title specified) :
Deductions from gross income 22
Incurred—definition : e - 123
Expiration of taxes (sce Termination of taxes.)
Pxpiration of right to assess:
Jeopardy assessments _____ .- - — -— 14
Gift tax___ ——— 184
ExXPLANATORY NOTEL - - — ifi
Exportation—refund of processing tax on certain oils 243
Bxtended payments, interest on. (See under Gift tax—Interest on ex-
tended payments.)
BExtension of payment:
Deficiency, gift tBX o 191
Nonpayment, gift tax — - —— 190
Extension, granting of, in case of nonpaymenr 147
Extension of time for—
Filing returns. 43
Payment of deficiencies —_— _— 139
Gift tax - 182
Payment of deficiency—interest - - 148
Payment of tax - 46
Future interests, estate tax - - 280-81
Gift tax_ e e e 177
Shown on return—interest_ 148
Fallure to fille petition—deficiencles—gift tax_..___ - 181
Failure to file return:
Additions to the tax in case of - - 146
Gift tax - —_—— 188
Penalty for failure to o —_ .- 103,148
Gift tax___ - - - 191
False return or no return - 145
Exceptions from period of limitation upon assessment and collec-
tion—gift tax e 187
Farmers’ cooperative associations—exemptions v emmom 53
Farmers’ insurance companies—exemptions_ - b3
Farmers' protective assoclations—exemptions - 63
Federal land banks, etc.—exemptions - 55
Fees, Board of Tax Appeals 285
Fiduciaries (see also Fiduciary) :
Additions to the tax in case of nonpayment by 148
Individual returns o8
Joint returns 99
Law applicable to__ 99
Transferred assets 150
Gift tax 192
Fiduciary (see also Fiduciaries) :
Defilnition — 291
Liability of — 212-13
Of donor—notice of relationship—gift tax - 194
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Fiduciary (see also Fiduciaries)-—Continued. Page
Of taxpayer-—notice of relationship 152
Of transferee—notice of relationship 132
Gift tax________. 194
Final decisions of Board of Tax Appeals, determination of date of ___.__ 139
Gift tax 183
Firearms, shells, and cartridges, tax on.. 225
Termination of _______ . ___ _ e _ 240
Fiscal year—definition_____.__ 41
Foreign :
Corporations :
Affiliation_______ ——-— 99,102
Allowance of deductions and credits 130
Consolidated returns _ o7
Credits against tax___.___________________________ 130
Deductions - _____ —— 130
Deductions of life-insurance companies 124
Foreign insurance companies 181
Gross income —_______._ 129
General rule 129
Ships under foreign flag -— 129
Payment of tax 131
Time of. e 131
Withholding at source . 131
Recognition of gain or loss 64
Returns _ 130
Corporations treated as—for purposes of foreign tax eredit_________ 94
Countries and possessions of United States, taxes of as credit______ 35,91
Definition___ 291
Flag:
Foreign, ships under, income of foreign corporations______._____ 129
Shkips under, income of nonresident alien —— 127
Governments, income of—exclusions from gross income___ . ______ 79
Items, collection of ______ 108
Law, subsidiary, formed to comply with____ 88
Life-insurance companies—net income of h ¥4 |
Subsidiary, taxes of —— - a
Taxes—ecredit for —— o1
As credit for estate or trust 118
Life-insurance companies....__ 124
Trust, definition of . _______________________ 282
Foreign corporations—supplement I 120131
Foreign tax credit:
Allowance of, generally_______ - 91
China Trade Act Corporation____ 135
Estates and trusts_______________________ - 113
Foreign corporations 130
Insurance companies ________________________.__ - 124
Nonresident alien individuals 129
Partnerships__ : _ 1168
Possessions of the United States__ 133
Fractional parts of cent—payment of tax_ 46
Gift tax_____.____________________ 178
Fraternal beneficiary societies, etc.—eXemPtions . - oo oomooo—o——oi 52
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Fruit juices, unfermented, tax on____._._ e 227
Termination of _______________ _— ——m 22
Funeral expenses, deductions for, estate tax - — 274
Furs, tax on . - - — - 219
Termination of ___ 240
Further deflclency letters restricted_. - 138
Gift tax — _— —— 181
Future:
Delivery, stamp tax on sales of produce for:
Act of 1932____ e~ —— - - 25
Act of 1934 e - - 259-60
Distributions, effect of distribution of stock on reorganization:
(1932) ot e e e e et 63
(1934) ___ —_— — - ki d
Expenses in case of casual sales of real property as deductions from
gross income (1932)_ N 27
Gain or loss:
Computation of. - - R, 59
From exchanges not solely in kind—recognition of gain or loss (gain
of corporation).. — - - 61-2
From exchanges solely in kind____________ - - 60-61
Upon disposition of installment obligations—installment basis_..___. 38
Galns, accumulated, informationof________ .. 107
Gains and losses, capital (see Capital gains and losses) . ____._________ 83
Gas, carbonic-acid, tax on___ e e e 228
Termination of _____________ N —_— - 229
Gas wells, percentage depletion incaseof_____ . _____________ 73
Gasoline :
Defined :
Gasoline tax_______________________________ — 231
Tax on refining of crude petroleum.______ - - 247
Import taxX on-_—_—_.__- R S, 216
Tax on_ . __________ U 231-3
Termination of __________________ —- _— - 240
GENERAL PROVISIONS. (Sec ADMINISTRATIVE AND GEN-
ERAL PROVISIONS.)
General rule:
~ Amount expended in restoring property - 30
Amount paid to increase value of property. - .o ——____ 30
Deductions otherwise allowable (1934) ____ 30
Expenses, persoual, ete e~ 30
For—
Additions to the tax in case of nonpayment . ____ 147
Adjusted basis for determining gain or loss— 70
Capital gains and losses (198¢) ___.__________________________ 83
Deduction, nonresident aliens____ S — 127
Different taxable years of partner and partnership:
(A932) -— 114
‘ (1934).___ O 116
Gross income:
Foreign corporations__ - N e 129
Nonresident alien individuwals_______ . __________ 126
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General rule—Continued.

.For—Continued, Page
Normal tax, nonresident alien individuals (1982) - ______ 128
Period of limitation upon assessment and collectlon____________ 143

Gift tax : . 188
Recognition of gain or loss_ 80
Tax of partners (see Note, p. 114) —— 114

Income from sources within possessions of United States . ... 131

Income tax____ 86

Losses from sales or exchanges 30
Family exchanges (1934) 30

Net income of life-insurance companies —_ 118

On items not deductible. —— 30

Premiums paid 30

Returns—time and place for filing. 43

Gift or transfer in trust before January 1, 1921, basis of, for determlnlng
gain or loss 85
GIFT TAX:

Additions to the tax in case of deficiency 188
Fraud_ 188
Negligence__ - 188

Additions to the tax in case of failure to flle return 188

Additions to the tax in case of nonpayment 190
Deficiency 190

Filing of jeopardy bond 190
Interest in case of hankruptcy and receiverships.._._____ 191
Jeopardy assessment—payment stayed by bond______ .- i
Payment extended____ 101
Payment not extended 101
Tax shown on return 190
Payment extended..__ 190
Payment not extended — 190

Assessment and collection of deficiencies 179
Address for further notice of deficlency : 183
Collection of deficiency found by Board of Tax Appeals_________ 180
Extension of time for payment of deficiencies. 182
Failure to file petition with Board of Tax Appeals..______—__ 181
Final decisions of Board of Tax Appeals, date of . ________ 182
Further deficiency letters restricted 181
Increase of deficiency after notice mailed 181
Jurisdiction of Board of Tax Appeals over other calendar years. 182
Petition to Board of Tax Appeals 179
Waiver of restrictions. —— 181

Bankruptcy and receiverships _ : 185
Immediate assessment__ 185
Unpaid claims 186

Charitable gifts as deductions e 174,175

Claims in abatement _______ 186

Computation of tax__ - 170
For calendar year 1935, etc_..- T3
Gift tax-rate schedule (see Notes, p. 173) 170-78

Credit of, on estate tax_.._._.______ 270-71
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GIFT TAX—Continued. . . . . Page
Deductions ——_— - U —— - 174
Residents - _— - , 174
Chariteble, etc., gifts___ X - 174
Specific exemption - - - 174
Nonresidents. - . 175
Deflnition of deflciency- - — _— _— a——e 179
Definitions_.._- —————— ——— 196
Calendar year_____ - - 196
Deficiency - - e , 179
Net gifts e 178
Property within United States, stock as___ - 196
Determination of liability to gift tax, records and refurns required
to enable ______________ . ___ i - -— 17
- - Bxamination of return and determination of tax__—_______________ 179
- Gifts less than $5,000. - - , - — 174
- Gifts made in property. - , 176
Gift tax-rate schedule (see Notes, p. 173)__._ _— 170-73
Imposition of tax (see Notes, p. 170) - - 169
Interest on deficiencies e o181
Interest on extended payments e - — 189
Deficiency - - ——— ————— 189
Tax shown on return_______.._ - A - 189
. Inferest on jeopardy assessments__._..____ - S . 189
- Jeopardy assessments._______. i - 183
Amount assessable after decision of Boal;q. of 'I‘ax Appeals______ 184
Amount assessable before decision of Board.of Tax Appeals_____ 183
Authority for making___. _ - - 183
Bond to stay colleetion_ - - - - 184
Bond to stay collection—further conditions. . 184
Collection of unpaid amounts.._. - —— 185
Deficiency letters -— . .- - - 183
Expiration of right to assess ______________ et 184
Interest on - ———- - - 189
: Walver of stay.._ ————— - 184
Laws made applicable_______ o 196
Liability to gift tax, records and returns required to enable deter- .
mination of_ — - P, - 177
Lien for ta%- oo e —— —— 178
Net gifts _ - : 173
General deflnition___ - - 173
Gifts less than 3$5,000---... - cm——c————— 174
Notice of fiduciary relationship__ e - _— 1M
Fiduciary of donor - e - 194
Fiduciary of transferee - 154
Manner of notice. - e 1%
Payment of tax___. — —_— ——— — 177
Extension of time .for paymenf o —- —— 177
Fractional parts of cent. _— e i e . 178
Receipts - - i ‘ 178
Time of payment.- D : 177
Yoluntary advance payment - ————— .- 118
Penalties __..__ —— e - _—- ceio- 191
$7180—34———21 . L e
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GIFT TAX—Continued. .
Period of limitation upon assessment and collection--.._.;.:___..-‘....-_
Exceptions __..

Collection after assessment

False return or no return
General rule___
Records and special returns

By donor.
To determine liability to tax
Refunds and credits__. —

Authorization__
Effect of petition to Board of Tax Appeals
Limitation on allowance .
Period of limttatlon
Limit on amount of credit or refund
Overpayment found by Board of Tax Appeals
Returns.
Requirement. —
Time and place for flling___
Rules and regulations_______.__
Sbort title. e
Specific exemptions ________________ R,
Suspension of running of statute
Transferred assets
Address for notice of liability.
Deflnition of “ Transferee”________
Metbod of collection______________
Fiduciaries o ._
Transferees o o e ———————
Prohibition of suits to restraln enforcement of liability of trans-
feree or flduclary_..___ . .
Period for assessment against donor
Period of limitation
Suspension of running of statute of limitations_— ...
Transfer for less than adequate and full consideration—gift________
# Gift Tax Act of 1832 ”—short title.
Gifts:
After December 31, 1920, basis of property acquired by ceee-
Bequests, etc.—exclnsions from gross income
Less. than $5,000 exempt from gift tax
Governments, foreign, income of
Grantor, income for benefit of
Grape Juice, unfermented, tax on
Termination of _____
Gross income:
Computation of, life insurance companies.
Defined
Insurance companies other than life or mutual
Life insurance companies
Determination of gain or loss.__
Distributions by corporations
Exclusions from__.._ ) R
Annuities, ete : '
Compensations¥or injuries or sickness.
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198

197

174

192
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Gross income—Continued,
- Exclusions from—Continued.
Gifts, bequests, etC oo - ——
Life insurance .____._ _ ——— - ———
Ministers. oo _____ e e
Miscellaneous items_ - ——m _—
Tax-free interest__.____ - e
From sources within United Stateq : -
From sources within and without the United States________________
From sources without United States. - - —
General definition______________ - - - e
Inventories - - —_— - _—
Mutual insurance companies otber than life_ — -
Nonresident alien residents - e
Omission from (1934) _— _— -
Gross income included, period in which items of are_____.________-______
Hawalil, teachers in _—
‘Holding companies, personal, tax on (1934) (8see also Add.ltlonal income
taxes) — - - ———— e
‘Holding company, personal, definition of -
Holding corporations—exemptions._ -
-Holders of life or terminable Interests—amounts paid to, items not
. deductible
Husband and wife—returns.
Illegally produced petroleum, penalties and awards to Informers with
. respect to. -
Immediate assessment-—bankruptcy und receiverships ___________________
Gift tax - _— -
. Importer: '
Sales by others than, manufacturers’ excise taxes. - eee
"+ Use by-—- - - -
“ Inciudes ” and “includink ™ -defined - -
Income and deductions, allocation of -
INCOME TAX. (See under title desired; see alao ADDITIONAL
INCOME TAXES.)

Income :

Computed on basis of short period—returns for a period of less than
12 months

.Credit—earned—as credit of individual against net income—for nor-
mal tax only (1934). -— - —_— -

Definition :

Insurance companies other than life or mutwal_________________

* Net income —_ -

Of life insurance companies _— - —
Earned, credit for (1934)._  ____..____ : I -
Barned, partnerships - e
Barned from sources without United States—exclusions from_____ —
From possessions of United States, corporations deriving___________
From sources partly within and partly without United States_.——____

Gross ; .
Computation of, insurance companm -
Definition - -— - -

- Insurance compauies other than life or mutual. ..___.______
Life-insurance companies__________________________

R ¥
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27
144
36
8

155
155

31
42

210
142
185

237
237

39

122
19
118

115
18
97
80

125
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Income—Continued.

Gross—Continued. ' : Page
Mutual insurance companies other than life. 125
Of life insurance companies ) 118
Investment—definition—insurance companies other than life or mu-
tual e - ¥ 122
Net:
Computation of_______ 21-36, 59-91
Credits against: ' -
Corporation _ 35
Individual . ________ : - 31
Nonresident alien individual 115
Partnership__ 128
Definition :
Insurance companies other than life or mutoal oo oecoan. 122
“ Net income” 19
Of life insurance companies : . 118
Of foreign governments—exclusions from gross income.. - . 70
Of recipient withholding of tax at source 102
Of States, municipalities, etc.-—exclusions from gross income.___... ¢]
Partnership, computation of R § 1
Placed on annual basis—returns for a period of less than 12 months__ 40
Tax, payment of corporation, at source : 102
Underwriting—definition—insurance companies other than life ‘or
mutual —_ ; s - 122
Increase of deficiency after notice mailed : -137
Gift tax - - - ) 181
Incurred, accrued, palid—definitions : 4
Indemnity association, protection and, shipowners’, exemption of ..~ - 81
Indians, exemption of articles manufactured or produced by, from manu-
facturers’ excise taxes . 238
Individuals:
Normal tax on ——— y 11
Place for filing returns_.__._ - 48
Surtaxon__ o ____ ___ _— ’ 1
Rates of : ’
Act of 1932 _—— ) . 11-18
Act of 1934_______________ 12-18
Information at the source—records and special returns.______________ 117,121
Informers, awards to, illegally produced petroleum . . 210
Instaliment (see also Payment; Return and Returns) : :
Basis, method of returning income : L. 37
Overpayment of .___ . : . 163
Payments of tax —— —— . : 45
Installment sales—determination of amount of, and recognition of, gain
" or loss —— : : = 69
Installments, prorating of deficiency to_. : . 139
Insurance companies: ’ ’ B
Foreign . - e 181
. Gross income of life insurance companies : 118
Deﬁﬂition _ . . . 118
Not computed under section 119__ sl 125
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Insurance companies—Continued.
- -Insurance companies other

than life or mutual

Deductions allowed___

Deductions of foreign corporations

Definition of income, etc__ —

Expenses incurred__________________
Gross income_________________
Investment income.____.______
Losses incurred..._ - ___.__
Net income_________________

Premiums earned__.___

Underwriting income__

Double deductions____

Expenses incurred___________________

Imposition of tax___
Losses incurred

Life:

Definitions ____

Net income of

Foreign life insurance companies

General vule e

Depreciation
Dividends
Interest

Investment expenses
Real-estate expenses __

Reserve for dividends.- - ______ ___ . ___________

Reserve funds

Tax-free interest _

Rental value of real estate

Mutual insurance companies other than life___

Application of title

Deductions

Mutual insurance companies other than life_ _____________
Mutual insurance companies other than life and marine____

Mntual marine insurance companies__

Gross income of mutual marine insurance companies_______.____

Tax on life insurance companies__..______

Credit against, United States obligations, etc —

Definition
Rate of tax

Interest (See also Interests; Interest and additions to the tax):

As incomne from United States sources____

Deductions from gross income -
Exclusions from gross income______

In case of bankruptcy and receiverships—gift tax
Jeopardy assessments
Life Insurance compsanies, paid by
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125
125
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Interest (see algo Interests; Interest and additions to the tax)—Con.

On— -Page
Credits and refunds—manufacturers’ excise taxes ... .- 236
Deficiencies—gift tax ____ 189
Obligations. of instrumentalities of United States—as credit of

individual against net income—for normal tax only (1034)__. 33
United States obligations—as credit of individual against net

income (1932)__ 32

Tax-free life insurance companies 119

Interest and additions to the tax (see¢ also Interest Interests) :
Additions to the tax in excess of deficiency:

Negligence oo —— - 148
Gift tax 188
¥Fraud_____________ - - 147
Gift tax___ : 188
Additions to tax in case of nonpayment:
Deficiency — o ___ e 147
Gift tax_______________ - 189
Fiduciaries — e 148
Filing of jeopardy b0nd _____________ —— 148
Tax shown on return:
If extension granted.______.___ N - 147
Gift Tax e 189
General TUl€ oo m 147
Bankruptey and receiverships, interest on unpaid sums... .- 149
Gift tax- [ | |
Closing by Commissioner of taxable year 108
Failure to file return__ e 148
Gift tax________________ —_—- — 188
In case of jeopardy assessments —— ——— 149
Gift taX - e 189
Interest on deficiencies____________________ — - 148
Gift tax_ e e 189
Payment of deficiency, time extended for interest 148
Gift tAX e —————————— e ————————— 190"-
Removal of property or departure from United States__.—occe——____ 104~
Time extended for payment of tax shown on return—interest_______ 148
Gift tax— - 190
Interests (8ee also Interest; Interest and additions to the tax):
Future—estate tax__.___ . 2724
Extension of time for payment of tax.._ - - 280-81
Life or terminable, holders of—amounts received as items not
deductible -~ 31
Internal-revenue offenses, prosecutions for, limitation on_____________ 289-90
Introductory provisions - N 10-11
Inventories—use of for purposes of gross income 22
Inventory value as basis for determining gain or loss 64
Investment expenses—life insurance compaunies 120
Investment income—definition—insurance companies other than life or
mutual o 122
Involuntary conversion, basis of property acquired by, for determining
gain or 1088 e ______ 68
Involuntary conversions—recognition of gain or loss__________ _________ 62
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Page
Tteing not-dedudtible ——S——— - 30
Qeneral rule..___ - - - 30
Amount expended in restoring property_—___ - 30
Amount paid to increase value of property - - 30
Deductions -allocable to tax-exempt incomes - 30
Expenses, personal, etc 30
Losses from sales or exchanges within family or with corpo-
ration owned____ - 30
Premiums paid - R 30
Holders of life or terminable interest, amounts paid to. .- 31
Tax withheld on tax-free covenant bonds____ - - 100
Jeopardy :
Advance payment of tax in case of ——— 104
Assessment—payment stayed by bond—gift tax___ o o _____ 191
Assessment, interest on—gift tax__.. — — _— .- 189
Bond, flling of. _— e ————— 148
Gift tax - _—_ 180
CMAX D e e 104
Jewelry, etc., tax on et e e 21920
Amendment (1984 °‘act) .__________ e e 220
Joint Aduciaries—returns - - - 99
Jurisdiction of Board of Tax Appeals over other calendar years—gift tax. 182
Jurisdiction of Board of Tax Appeals over other taxable years._____..__ 138
Labor, agricultural, or horticultural organizations—exemptions.._._._.._ B2
Land banks, etc., Federal exemptions e 55
Teases of safe-deposit boxes, tax on_..___ - - 2682
Liabilities, tax, carriers’ ______ _______ e 288
Liability for taxes collected, enforcement of__ e 247
Liability, notice of, address for________________ — 152
Gift tax_..___ - 193
Liens, discharge of__ e 207-8
Life insurance—exclusions from gross income 19
Life-insurance companies. - {See Insurance companies—Life, Tax on.)
Life or terminable interests, holders of, amounts paid to, as items not
. deductible - — - ——— 31
Limit on amount of credit or refund____.. — - 153
Qift tax_ - — ——— - 196
Limit on credit—taxes of foreign countries and possessions of United
States__ e e 92
Limitation :
On allowance of refunds and credits__ — S 153
Gift tax____. - _— e 194
On amount of credit or refund e 153
Gift tax_ o ___ e 195
On capital losses (1932) e 28
(1934) e 85
Period of :
Refunds and credite_ e 153
Gift tax__ J 194
Suits for refunds, 1934 amendments —— 200
Transferred assets. U 150
Gift X e 192
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' Paus
Liquidation—distributions in __ (]
Partial, definition of. ——— Kk
Losses:
As deductions—nonresident aliens. 127
Basis for determining___._ 24
By corporations—deductions from gross income 24
By individuals as deductions from gross income__ 23
Capital, (See Capital gains and losses.)
From exchanges not solely in kind—recognition of gain or loss_.. .. 62
Incurred—definition—insurance companies other than life or mutual_. 123
On wash sales of stock or securities as deductions from gross income
(see also Note, p. 24) oo ____ 85
Stock, limitation on—deductions from gross income (1982)_______._ 28
Short sales ¢(1932)__________ 20
(1984) oo~ - 86
Lumber, tax on____________ 217
Termination of . .____.____ 240
Malt, tax On-————_________ 216
Termination of _____ - — 240
Manufacturer—sale by others than—manufacturers’ excise taxes______ 237
USe DY e e e 237
MANUFACTURERS’ EXCISE TAXES (1932 ACT) (aee also MIS-
CELLANEOUS TAXES; EXCISE TAXES, 1934 ACT):
Applicability of administrative provisions 239
Contracts prior to May 1, 1932 238
Credits and refunds__.______ 236-7
Allowance ... _.____ - 235
Compliance with regulations - 236
Interest . _______ —— 236
Overpayment __._.____ — 236
Definition of sale__________________ 233
Effective date_______________ 240
Exemption from tax of certain supplies for vessels 240
Exemption of articles manufactured or produced by Indians______. . 238
Motor fuel, tax on_.__.___._ 231-3
Return and payment of manufacturers’ taxes___ 239
Rules and regulations _— 230
Sales by others than manufacturer, producer, or importer___________ 237
Sale price___________ - 234
Tax-freesales_________________________ - 234-8
Tax on—
Automobiles, etC_ - 220-23 -
Cameras_______ e 225
Candy____ _— - 226
Termination of . ____________________ 226
Chewing gum___.___ - 2268
Coal and coke__ .o oo ____ 217
Copper, ores, and concentrates 217
Electrical energy.... . _______ 229-30
Firearms, shells, and cartridges_____{ . __ 225
Fuel oil___________ 218
Furs e — 219
1834 amendment_____ - 219
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MANUFACTURERS’ EXCISE TAXES (1932 ACT) (see elso MIS-
CELLANEOUS TAXES; EXCISE TAXES, 1934 ACT)—Continued.

Tax on—Continued. Page

Gasoline___ — - ————— e - 216, 2313

Grape concentrate_——___.______ —— 216

Grape juice_ ... __ _— ——— —_—— -- 216

Jewelry, etc . _____ ~ 21920

1934 amendment_ ool 220

Lumber ____ - e et ot e 217

Malt extract and syrup- - e - 216

Matches - 228

1934 amendment________________ ____ . 226

Mechanical refrigerators._.__ -— 224

Oils: '

Fish ___________________ - - - ___ 218

Lubricating_ . ______ e 215

Marine animal. _______ — —— _— 218

Whale_ . e 218

Ores and concentrates, copper _ — - 217

Petroleum, crude, etc _ - e - ——— 216

Radio receiving sets, etc__ — . 228’

Soft drinks____ - - o . _— 226-9

Carbonic-acid gas . _— - - e - 228

Cereal beverages — [N .- 226

Fruit juices, unfermented _— _— — 227

Grape juice, unfermented . ___________________________._ 227

Still drinks (except grape juice) - _— — 2

Syrups, fountain, etc_.__ e —————— e e 227

Termination of _— _— — - — 229

‘Waters, mineral or table_ - - — 227

Sporting goods —_— - - —— 2245

Syrup, grape, ete____ - _—— —— 216

Tires and inner tubes _ 218

Toilet preparations, etc__ - - 219

Wort, brewers’ — ——- - - 216

Termination of—

Taxes, geperally_________________ o~ 240
Specifled taxes:

Candy.___ S 226

Soft drinks______ — — _ 229

Use by manufacturer, producer, or importer______________________ 237

Manufacturers’ taxes, return and payment of - ——— 239

Marine insurance companies, mutual (see also Insurance companies)___ 125

Matches, tax on_.— e ——————— 226

" Termination of _____ e 240

Mechanical refrigerators, tax on_._ —— 224

Termination of ______ - - — —— -~ 240

Metal mines, percentage depletion in case of _____________ ____________ 73

Method of collection:

Of producers’ tax on crude petroleum e 244

Of tax on leases of safe deposit boxes____ e 262

On transferred assets—gift tax________ 192

Fiduciaries __ - - 192

Transferees. 192
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Methods of accounting: ) C : Page”
General rule.___.. ———— " N " . 88
Installment basis __ —_— 37
Change from accrual to 38

Dealers in personal property—....._ —— 37

Gain or loss upon disposition of installment obligations_..______ 38

Sales of realty and casual gales of personalty__________________ a1

Period for which deductions and credits taken a7
Period in which items of gross income included. . __ 36
Mineral waters, tax on_______ - : 27
Termination of _____.___ 29
Mines, sale of (1932)_ 51
Ministers—exclusions of rental value of dwelling_____________ . ____ 21
Miscellaneous items—exclusions from gross income 21

Miscellaneous provisions:

Effective date of title (1932) o __ 48

Laws made applicable. - ——— - 48

Rules and regulations.____ . _____________ 48

Short title —_

Taxes in lieu of taxes under former acts____ 48

MISCELLANEOUS TAXES (1932 ACT) (s¢e also MANUFACTUR-
ERS’ EXCISE TAXES; EXCISE TAXES, 1934 ACT):

Administrative provisions____________ 205
Applicability of administrative provllionw 2648
Payment of taxes _________ .~ . _______ 2686
Refunds and credits. _— - 265

Regulations_________ - 266
26360

258

253

Stamp taxes e
Stamp tax on—
Conveyances—_.——- —
Issues of bonds, ete—_____________
Issues of stock, etc mm———— — 2634
Sales of produce for future delivery: .
Act of 1932___ —_ 259
Act of 1934_____________ __ ___ ____ 25960

Transfer of bonds, ete - e 257-8

Transfer of stocks, etc_____ - 264-6

Tax on boats — oo - 2063-5
Tax on use of boats (see also Note, p. 265) .. 263-6
Rates . __ .. ___ i 2634
Termination of tax onuseof boats____________________________ 265
Tax on checks, ete U 263
Tax on checks, ete. (see Note, p. 263) _______ 203
Monthly returns - 263

Persons liable for— . ___________ 263

Rate of - S 203
Termination of . _______________ 263
262

262

282

262

249-51

249

249-50

Tax on leases of safe-deposit boxes___
Definition of safe-deposit box._ . ___ ;
Method of collection, monthly returns, eteoeee . ___
Rate of R )

Tax on telegraph, telephone, radio, and cable facllitles____ . ..,
Imposition of tax ._____ —— .
Rates of.
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MISCELLANEOUS TAXES (1932 ACT) (see.also MANUFACTUR-
- ERS’ EXCISE TAXES; EXCISE TAXES, 1934 ACT)—Continued.

Tax on telegraph, telephone, radio, and cable facilities—Continued. Page
Returns and payment of tax —_ 250
Termination of - - 249

Tax on transportation of oil by pipe line.____ — 2612
Computation of charges___ - - - 281
Monthly returns, liability for . L 261-2
Rate of tax . —_— - 261
Termination of _ oo o 261

Miscellaneous taxes, refunds of__ e e 288
Monthly returns:

Liability for—transportation of oil by pipe line____________ . _____ 261-2

Of producers’ tax on crude petroleum__. . ____________________ 244

Of tax on refining of crude petroleum_ - - 246

On tax on checks _ - 263

Tax on leases of safe-deposit boxes_____ . . ____ 262

Mortgages, deductions for estate tax__._ - . — 274
-Municipalities, income of—exclusions from —— 79
Mutual:

Companies—exemptions - 53

Insurance companies, other than life e 125

Savings banks—exemptions. ——— 52

Name and address, recipient of income to furnish_ - -— 108
Negligence:
Additions to the tax in case of - - - 188
Deficiency due to - 146
Net gains and losses, capital—estates and trusts_ 113
Net income (see also under Insurance companies) :
Computation Of - e 19-35, 59-91
Credits against:
Beneficiary - . 110
China Trade Act corporation, -— 134
Citizen of United States, income from possessions____________ 132
Corporations __ — —— 35
Estates and trusts _ - 110
Individuals - — 31
Nonresident alien -individuals. - 128
Partner __ I — = 115
Tax-free covenant bonds_ - - — 100

Definition of - - - -~ 19
Corporations improperly accumulating surplus (1932) ____.____ 57
Foreign life insurance companies - 121
Generally_ - — _— 19
Insurance companies other than life or mutual - 122
Life insurance companies___.________________________________ 122

Net losgses (1932) (see also Notes, p. 82, 113) (eof. Capital gains and
losses, p. 83; Capital net losses, pp. 113, 115) _______________ 82,113, 116, 124

Estates and trusts__ - e 113

Generally. — _— — 82

Insurance companies..__ e e e e e 124

Partnerships._ o 115
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T Pel

Nondeductibility of certain transfers, 1934 act. amendments, estate tax... 168

Nonpayment, additions to the tax in case of : - 147

Gift tax_ : 190

Nonresident alien individuals—supplement H : 126-29

Nonresident aliens—withholding of tax at source . 101

Nonresidents—deductions—gift tax 175
Normal tax:

Credits of individual against (see elso Normal tax and surtax)... 31

Change of status (1932) - 32

(1934) R 34

Dependents (1982) . _.___ 32

(1934) b2

Dividends (1932) :_ - 3%

(1934) - 33

Earned income (1934)______ _______.___ -+ 33

Interest on obligations of Federal instrumentalities (1934)_ .. 33

Interest on United States obligations (1932) . . 32

(1934) _ - 33

Personal exemption (1932) i —_— 32

(1934) —— . 3

Rate of________ —_— e g -1
Normal tax and surtax—credits for both, of individual against net in- ’

come (1934) ___________ - : ~ 34

Change of status (1934) _— e ' 3

© 34

34

Credit for dependents (1934) - o -
Personal exemption (1934) — -

N

Notice:

Increase of deficiency after mailing. - - 181
Manner of ____ 152
Gift tax_ . ________________ — 183

Of adjudication or appointment of receiver in bankruptcy and receiv-
erships _ ——— e -~ 203,204
Of deficiency—address for 139
Gift tax_ -—-— 183
Of liability, address for — 193
Transferred assetS.. oo 152

Obligor and obligee—income on covenant bonds._ . ______________ 100

Obligations of United States—information at source 108

Offenses, internal revenue, limitation on prosecutions for.._. . _ 289-90

Officers, compensation of—information (1934) . 107

0Oil and gas wells, percentage depletion incaseof . _________ ____ 73

0Oil or gas wells, sale of (1932)___ 651

Oil, transportation of, by pipe line, tax on. — 261-2
Termination of . __..__ : 261

Qils: .

" Cocouut ——————__ . n
Combinations and mixtures of vegetable —_ 241
Fish___ ——— : 218
Lubricating .- _._. _— —— 215
Marine animal —_— —_—— 218
Palm e 241
Palm kermel _____________ __.____ 241

Google



329

Oils—Continued. Page
Processing tax on certain_____ - -~ 21
Sesame__ . ___ . —- e ——————— 241
Sunflower. - — - —— — 241
Whale, ete_... _ 218

Omission from gross income—period of limitation_. 144

Ordinary deductions—definition (1932) ____ 49

Ordinary net income—definition (1932) A - 50

Ores and concentrates, copper—__. 217

Overpayment found by Board of Tax Appeals, jurisdiction to determine__ 154
Gift tax__ . - — —— 195

Qverpayments:

" Overpayment of instaliment - 153
Refunds and eredits_____ 153

Authorigation - 153
Gift tax_ — — 194
Effect of petition to Board of Tax Appeals -— 14
Gift tax_ e — 194
Limitation on allowance - - 153
Limit on amount of credit or refund._______________ 153
Gift tax__._ —— 195

Period of limitation.._ - - - —— 158
Gift tax_____ —_— — — — 104

Not allowed, manufacturers’ excise taxes_..____.____ . ___.____ 236
Overpayment found by Board of Tax Appeals. o _.___ 154
Gift tax__._ e e e e e e o o o o e 195
Tax withheld at source. - - ———— 102

Ownership of stock—China Trade Act corporation - -——- 135
Personal holding companies (1934)__ - - 155

Paid, incurred, accrued—definitions - — 41

Palm kernel oil, processing tax on__ - e ——————— 241

Palm oil, processing tax on_ —— - - -~ 241

Partial liquidation, definition of__ ki

Partner and partnership, different taxable years of (1934) ____________ 116

Partnerships : .
Basis for determining gain or loss of property acquired by (1934)__. 70
Capital net gains and losses (1932) - - - 115
Computation of partnership income -— 115
Credits against net income - ———— 115
Credits for foreign taxes___ - . —— 92
Definition____ - — 23
Different taxable years of partner and partnership_______________ 114,116

General rule:
1982_______ . — - 114
1934 — o — -. 116
Partnership years beginning in 1933 (1934) ___________________ 117
Earned income_ - —e - 115
Income, computation of oo 115
Partnership not taxable___.__ e 113
Returns __ — ——e - - 116
Tax of partoers___ ——— - - 114
Year embracing calendar years with different laws—tax of partners. 114

. Years beginning in 1933 (1934)-—different taxable years of partner

and partnership. —_ 117
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’ . nge
Party to suit, Commissioner as 12
Payment (see also Return and Returns; Installment) :
Extended : -
Deflciency gift tax 101
After, gift tax___ —_— 198
Extension of time for, of tax_.____.__ . 40
Estate tax_____.._ 2 21718
Future interests —— 280-&1
Gift tax___ e 111
Of $1,000 or more; information af source - - 105
Of accrued foreign taxes, adjustments on . __._ 92
Of deficiencies, extension of time for____ i 139, 182
Of manufacturers’ taxes, return and.._ . __ .39
Of surtax on pro rata shares by corporations improperly accuma-
lating surplus - &7
Of surtax on pro rata shares of personal holding companies.(1884).- 1867
Of tBX - o ———— %5
Estate taX o oo - 161
Estates and trusts — — 109
On capital net gains and losses (1932) - - by )
On consolidated returns of corporations..._ 96
Shown on return, time extended for—interest.___________.__._ 148
Telephone, etc., facilities tax 250
Return and—Withholding of tax at source- 101
Returns regardless of amount of - 108
Security for—closing of taxable year_______ 104
Exeniption - 106
Time of __..__ —_— 45
Gift tax_ o —— 1
Yoluntary advance 178 -
Gift tax — 178
Pension trusts, amounts paid to, as deductions from gross income______ 28
Percentage depletion. (See under Depletion.)
Period : .
For assessment against donor—transferred assets—gift tax. 193
For which capital asseis were held (1934) ______ - 84
For which deductions are taken _— 88
In which items of gross income included.._ . ______ 36
Of limitation:
Refunds and credits____ —— 163
Gift tax— . 104
Transferred assets for assessment of transferred liability__.-.. 1650
Against taxpayer. —_ 151
Against transferee 160
Gift tax_ 192
“Person ” defined.__ - _— el 291
Persons under disability—individual returns_____.___ 42
Personal :
Exemption as credit of individual against net income (1932) ... 32
As credit against both normal tax and surtax (1934) ... ______ 34
Property—dealers in—installment basis : 37
Property—sale of, under distraint_________ 208
88

Services, compensation for, as income from United States gources....-

Google



331

Page
Personal-service corporations—distributions by. - 7
Personalty, sales of realty and casual sales of—installment basis_._.__.__ 37
Petition to Board of Tax Appeals (8ee also Deficiencies and deficiency) :
Deficiencies - e 136
Gift tax_______________ el 179
Effect of 154
Gift tax .. — J 195
Failure to flle with Board:
Assessment of deficiency_ ... . 137
Gift taX 181
Procedure in general—deficiencies_ S - 136
Gift tax _ ——— 179
Under prior acts, period for _______________________________________ 197
Petroleum—crude, ete., t&X OD_ o _____ 216
Illegally produced, penalties and awards to 1nformers w1tb respect to_ 210
Pipe line, transportation of oil by, tex on_____ - — 261-2
Termination of — —_— — — 261
Possessions of United States (see alao under Income; Credits) :
Citizens of____ - - - 133
Income from sources within possessions of United States_____._._._ 131
Affiliation - _— —— 133
Allowance of deductions and credits_...._ . _____________ 133
Amounts received in United States - - -— 132
Credits ageinst net income_...o....______ — 132
Credits against tax______ . _____ 133
Deductions —_——— - - - 132
- Deflnition of United States____ : - - 132
General rule - - - 181

Taxes of, ags credit .. ____ 35
POSTAL RATES:

Postal rates _— - - -

Compensation and allowances of postmasters_____. .. _________ 283

Zones listed - - - - 283
Premiums earned——definition—insurance companies other than life or
mutual —_—— - 122
Price, sale, manufacturers’ excise taxes__.. - ) 234
Prima facie evndencHurtax on corporations improperly accumulating
SUTPIUS 57
Prior acts, period for petition to Board of Tax Appeals under——______. 197
Prior contractg to May 1, 1932, manufacturers’ excise taxes_.___._____. ___ 238
Prior taxed property, 1934 act, amendments, estate tax___._.___________ 163
Privilege to flle—consolidated returns of corporations___________________ i3
Proceedings, administrative - - e 47
Produce, stamp ‘tax on sales of, for future delivery:
Act of 1932 — _ - 259
Act of 1934 e et e e ———— e 259-60
Producer:
Definition of ;
Crude petroleum tax______ - U, 246
Gasoline tax — —_— —— N 23
Or importer, use by, manufacturers’ excise taxes__________..________ 237
Sales by others than, manufacturers’ excise taxes__________________ ©o287
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: Page
Profits, accumulated, information of RS ) 107
Profits declared by dividends (1932)__ e mim 108
(1984) o __ S e 107

Probibition of suits to restrain enforcement of liability of transferee or
fiduciary—transferred assets—gift tax e, 103
Prompt assessment, request for_.._ S . 144

Proof of credits—taxes of foreign countries and possessions of United
States e . - : ——— . 83

Property:
Acquired before March 1, 1913, basis of, for determining gain or 10|s_ 70
Acquired by issuance of stock or as paid-in surplus,. basis of for de- .

termining gain or loss_ . _______ — - 67
Acquired during afiliation, basis of, for determining gain or losg..-- - 69
. Adjusted basis of, for determining gain or loss. e - 64
Gifts, made in—gift tax o 178
Held for productive use or investment —— 60
Personal—dealers in—installment basis___ : - 37
Sale of, under diStraint__ . oo ceo oo 208
Prior taxed—estate taX_____________ S . - ' 2757
1934 act, amendments — —- . 183
Removal of, from United States__ .. 104
Transmitted at death, basis of, for determining gain or loss_-_______ 65
Unadjusted basis of, for determining gain or 1088 o= 64
Within United States, stock as—gift tax________ . __ ___ e 196
Prorating of deficiency to installments — 139
Prosecutions for internal-revenue offenses, limitation on___'., __________ 289-90
Protection and indemnity association, shipowners' . ._._.... 81
Protective associations, farmers'—exemptions. ; ‘ 53
Radio receiving sets, etc., tax on - ' 223
Termination of. o ___ —— St 240
Railroad corporations. (See Return and returns.) :
Rate schedule, gift tax —_—— ———— 170-73
Rates of tax. (See under various taxes.)
Rates, postal__._._.. ——————— e - 283-4
Real estate:. }
Expenses—life-insurance companies N : - 120
Rental value of - — 120
Situated outside the United States, 1934 act, amendments—estate
tAX e e e 167
Real property—casual sales of—deductions from gross income (1932)____ 27

Realty and casual sales of personalty, sales of—installment basis___- 37
Recapture payments, adjustments of carriers’ tax liabilities to con-

form to—_____ —— e 288
Recipient:
Income of—withholding of tax SO —— 102
Tax paid by oo 102
To furnish name and address—inforniation at source.. . 108
Receipts for payment of tax . — . 48
Gift tax__—.______. - —— N 178
Receiver, notice of appointment of U € '+
1934 act amendments _— 204
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Receiverships : ’ Page
Bankruptey and- . ______._ - e 2034
Interest in case of ___ . _ — ————. 149
- Gift tax 191
Notice of_ e _ 142
1934 act amendments - — 204
Redemption of stock—distributions by corporations ——————————we——. Kie

Reduction of credits against net mcome—-—returns for a period of less

than 12 months — 41

References, cross (effect of) ______________________ - 10

Refrigerators, mechanical, tax on___. o —— 224
Termination of . . - 240

Refund. (See Refunds; see ¢iso Credit; Credits.) o

Refunds and refunds and credits. {See «lso Credit; Credits) . - __ 153
Authorization__ - - —— - 183

Gift tax e e 194
Date of_ - R - 286
Effect of petition to Board of Tax Appeals___.. 154
Gift tax_. I - 195
Estate tax_____.—_ - . iz - 279
Limitation on allowance:
Limit on amount of credit or refund_____ — - 1538
Gift tO% e e e - — 195
Period of limitation_ —_— - 153
Not allowed, manufacturers’ excise taxes.__ 236
Overpayment found by Board of Tax Appeals 154
Gift taX- e - 195
Recovery of erroneous (1934 amendment) 199
Taxes for taxable year 1918_____.____ i — 290
Tax withheld at source... - - 102
Regulations (see also General rule) :
Gift tax.____ - — ' 196
Governing consolidated returns of mdroad corporauons ____________ 95
Income tax : - - . — 18
Manufacturers’ excise. - - i 239
Processing tax on oils - 242
Retroactivity of. - - 205
~ Tax on refining of crude petroleum__________ 247

Rental value of real estate—net income of life insurance companies___.__ 120

Rentalg and royalties as income from United States sources—______ 88

Reorganization :

Definition __ 63
Distribution of stock on o 62
Effect on future distributions of stock - kil
Exchange of stock on - 60
Party to, definition - - _— 63

Reports, records, etc., required—producers’ tax on crude petroleum______ 245

Request for prompt assessment 144

Reserve for dividends—Ilife-insurance companies. 119

Reserve funds—life insurance companieS— .. o 119

“ Reserve funds required by law” defined 118

Residence of decedents, 1934 act, amendments estate tax 165

R7180—34——22
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Resident of United States: ' Page
Alien—credit for foreign taxes_ - .9
Credit for foreign taxes e o1

Residents deductions for gift tax 174
Charitable, etec., gifts, gift tax 174
Specific exemption, gift tax___ 174

Restrictions, waiver of on assessment and collection 137
Gift taxee 181

Retirement-fund associations, teachers’—exemptions 66

Retirement of bonds—capital gains and losses (19384) 35

Return and returns:

Additions to tax in case of failure to flle _—— 148
Gift tax 188

Brokers — S 108

Capital-stock and excess-profits taxes ———

Check tax_______

- Compensation of officers and employees (1934) _—

- Congolidated returns__._____

Allocation of income and deductions
China Trade Act corporation
Computation and payment of tax
Definition of “Affiliated Group”.___._. -

Deriving income from possessions of United States....__.__.__
Foreign corporations (1934)
Privilege to flle________
Railroad corporations_
Regulations____ _________
Subsidiary formed to comply with foreign law _—
Suspension of running of statute of limitations.

228288338 ReeSEE

Considered as filed on last day___ 144
Corporation returns________ - 42
Of compensation of officers and employees (1934) oo~ 108
Examination of return and determination of tax 47
Extension of time for flling_____ 43
Failure to flle, additions to tax._ 148
Criminal penalty________ — 103
Gift tax_____ —— -— 19

Gift tax S 188

. False return or no return_._.__.__ —— 145
Gift tax________ - 187
Fiduciary returns — ———— 8
Joint fiduciaries — —— 99
Law applicable to fiduclaries_... ——e 20
Requirement of return ——— 98
For period of less than 12 months_— oo 30
Gift tax_______________ - — 176
-Individual returns .. o _ __ _ e 42
Fiduciaries .o _______. __________ - 98
Husband and wife______ — ———— - 42
Persons under disability_ 42
Requirement.. ————————— e —_—— 42
Information at source.__ 105
Obligations of United States provisions not applicable to___._. 108 -

105

Payments of $1,000 or more
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Return and returns—Continued.
Information at source—Continued.
Recipient to furnish name and address

- Returns regardless of amount of payment

Information by corporations

Accumulated gains and profits__
Compensation of officers and employees.

Dividend payments -

Profits declared by dividends:
1932

1934
Manufacturers’ excise taxes.

Of brokers
Partnership

Publicity of returns (see Note, p. 44}

Act of 1932

Act of 1934

Capital-stock tax
Gasoline tax _
Statement conteining items (1934)

Records and special returns_
By taxpayer.

Information at the source_

To determine liability to tax

Safe-deposit box tax

Soft-drink tax. -

Special returns. (See ebove Return and returns—Records and
clal returns.)

Statement of items

spe-

Tax on refining of crude petroleum._

Processing tax on certain oils

Telephone, etc., facilities tax

Time and place for filing

Place:
Corporations - -

Individvals___..___ . __

Time for flling _

Extension of

General rule

- To whom made

Corpora tions _

Individuals -

Transportation of oil by pipe line, tax. -
Withholding of tax at source, return in case of -

Returns and payment of tax, subtitle B, part V (see alsa Return
Returns) .. __ — -

Revenue Act of 1932, basis established by___

Revocable trusts, 1934 act, amendments—estate tax— . _____-

Right to assess, expiration of

Rules and regulations. (See General rule; Regulations.)
Rulings, retroactivity of

Sale, definition of—manufacturers’ excise- taxes -

Producers’ petroleum tax.. . -
Safe deposit box, definition of
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239
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- Rage
Safe deposit boxes, leases of, tax on - — 262
Sale of personal property as income from United States sourceS.__ ... 88
Sale of real property as income from United States sources_________.__ 88
Sales, instaliment—determination and recognition of amount of gain or
loss on ——— . 59
Sales of produce for future delivery, stamp tax on:
Act of 1932 e 259
Act of 1934_ _ - 259-60
Sales, tax-free—manufacturers' excise taxes - 2345
Savings banks, mutual —exemptions —— 52
Schedule, gift tax rate______________________ 170-73 ;
“ Secretary ” defined —_— — 202 :
Securities, loss from wash sales of - __________._________ 85 1
Security for payment: :
Closing of taxable year_. — 104 i
Exemption . 105 !
Sesame oil, processing tax on R 241 i
Shareholder : |
Corporation and ________________________ .. 144 !
Defined- - - ——— 292 |
Distributions to_ ... _________ _— 75 |
Shells, firearms, tax on e - 225 |
. Termination of ________________ : - 240 !
Shipowners’ protection and indemnity association—exclusions from grose [
income _______________________ _— 81 |
Ships under foreign flag: ;
Foreign corporations.______________________ 129
Nonresident alien individuals____ , 127
Short period. (See Return and returns.)
Short sales: o
Capital gains and losses from (1934)..__._______ 8
Considered sales or exchanges (1932) ___.____ 29
Soft drink, tax on______________________ ——— 226
Termination of ——e - - 229
Source:
Taxes withheld at, as credit against tax _ 35
Foreign corporations__ _— 102
Nonresident alien individuals _— 128 v
Refund of _— ————— 102
Source of distributions by corporations V{1
Special classes of taxpayers: .
Alien individuals, nonresident; supplement H 128
Beneflciaries, estate and trust; supplement B 108
China Trade Act corporations; supplement K_____ 134
Citizens of possessions or of United States; supplement J__________ 131
Companies, insurance; supplement G 117
Corporations, foreign; supplement I 129
Estate and trust beneflcaries; supplement E._ 108
Foreign corporations; supplement I _— 129
Individuals, nonresident alien; supplement H 126
Insurance companies; supplement G —— 117
Members of partnerships; supplement F 113
Nonresident alien individuals; supplement H 128
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Special classes of taxpayers—Continued.
* Partnership, members of; supplement P- -
"Trust, estate, and beneficaries; supplement E_
Special dividend—China Trade Act corporation —— -
Speciflc exemption—gift tax ____ . __________
‘Sporting goods, tax on_.___._. - - -
Termination of__ T
‘Stamp taxes —
State, acquisition of bridges by_. -
States, income of—exclusions
‘Statute of limitations (see also Perifod) :
Suspension of, in case notice is given——bankruptey and receiverships__.
Suspension of running of__ -
Gift tax..__ -
In connection with consolidated return
Transferred assefs ___ -
Gift tax _ -
Stay of collection: ' ’

Gift tax _
Jeopardy assessment - - -
Waiver of !
Gift tax_________ o
Still drinks (except grape juice), tax on_____.__
Termination of _______ - -
Stock :
‘Defined — _—
Dividend not taxable _— -
Issuance of, basis of property acquired by _—
Loss from wash sales of_ - - [,
Ownership of, by family, personal, holding companies (1934)_______.
Ownership of, China Trade Act corporations -
Redemption of, treated as taxable dividend -—
Stamp tax on-— ’ ' )
Issues of e
Transfers of o e
‘Wash sales of, basis -
Stock dividends, not taxable . _________.__ -
Stock for stock:
Of same corporation—exchange - — _ -
On reorganization—exchange —— - - ——
) Gain of corporation_ - — - -
Stock losses:
Limitation on—deductions from gross income (1932) oo
Limitations on—short sales—deductions from gross income (1932)__.
Stock on reorganization, distribution of, by corporations
Stock tax, capital. (See CAPITAL STOCK AND EXCISE-PROFITS
TAX, 1934 ACT.) '
Stocks and bonds, definition of, stock losses (1932) - _
Subsidiary :
~ Foreign, taxes of -
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145
187

98
151
193

141
141
184
287
141
184
227
229

291
7
67
85

155

135
7
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Pags
Substituted basis for determining gain or loss.___ .. 7
Suit, Commissioner ag party to . 21112
Suits: .

By taxpayers, limitations on - 285-6

For refund, statute of limitations on, 1934 amendment . _________ - 200

Prohibition of, to restrain enforcement of liability of transferee or

fiduciary, gift tax_.__ 103
Sulphur mines, percentage depletion in case of 3
Sunflower oil, processing tax on_ - 241
Supplies for vessels, exemption from tax of. 240
Surplus: ’

Accumulation of, to evade taxes b6

Paid-in, basis of property acquired as 67

Surtax on corporations improperly accumulating. (See under Surtax.)

Surtax:

Corporations improperly accumulating sarplus. : 56
Accumulation of surplus to evade payment of taX - — 56 {
“Adjusted net income” deflned (1934)__ 57
Deflnitions :

“Adjusted net income ” (1934) 57

“Net income” (1932) y ——— 57
Exemptions oL 57
Imposition of tax on 56
“ Net income ” defined (1932) 57
Prima facie evidence of attempt to avoid payment of tax_._____ 57
Pro rata shares, payment of surtax on 57

¢ Net income ”, deflnition of (1934) 12

Normal tax and—credits for both, of individual against net income

(1984) . 34

Change of status (1934). —_——— 35
Credit for dependents (18934)._ 34
Personal exemption (1934) 34

Payment of, on pro rata shares:

Corporations improperly accumulating surplus 56

Personal holding companies (see aiso ADDITIONAL INCOME
TAXES) P e 157
Personal holding companies (see¢ aisc ADDITIONAL INCOME

TAXES) T 155, 1657
Rates of ___ e 12-18 !

Syrup, grape, etc, tax on 216

Termination of 229

Syrups, fountain, ete., tax on_________ 27
Termination of 229 .
TABLE OF CONTENTS___ _—__ - 1-9 ;

Table waters, tax on 227
Termination of 229 !
Tax. (See Taxes, Taxable year; Taxpayer; Tax-free; Normal tax; I
Surtax ; Credits against tax; see also under specific title.) : '
TAX ON TRANSFERS TO AVOID INCOME TAX: ;

Definition of “ Foreign Trust” 282

Imposition of tax 281

" Nontaxable transfers__.. -— 282

Payment and collection 282
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. Page
"Taxahle period embracing years with different laws (1932) .. 19
"Taxable year:

1918, refund of taxes for 290-91

Definition of. - - 41

In case,of . jeopazdy,. closing . of—returns, for a period of less than

12 months i e 104

Profits of, declared as dividends___ 106
Taxable years:

Different:

Estate or trust beneficlary___ . ___._______ - 111
Partnership and partner:
(1932) e 114
(1934) . —_ 118

Jurisdictlon of Board of Tax Appeals over_ e 138
'Taxes collected, enforcement of liability for— .o - 247

Generally, deductions from gross income_ . o - 23

Lien for—estate tax - - 279

Of foreign subsidiary, foreign tax credit - 93

Of shareholder paid by corporations—deduction from gross income__ 23

Refund of for taxable year 1918____ _— e 29091
‘"Tax-free covenant bonds—withholding of tax on__ 99
‘Tax-free digtributions—basis of for determining gain or loss (1932)_ .- 68
Tax-free exchanges generally—basis of for determining gain or loss__.___ 66
Tax-free interest—exclusions from gross income.______ 20

Life-insurance eompanies___ . 119
Taxpayer:

Definition of - — e e 202

Fiduciary of - o 162

Records and special returns by______ - - - - 44

Special classes of. (See Special classes of taxpayers.)

Suilts by, limitations on - - 2856
Teacbers in Alaska and Hawaii—exclusions from gross income.____.____. 78
Teacbers’ retirement-fund associations—exemptions_ .o __ 55
Termination of taxes:

Accessories « e e e e 240

Automobiles and parts____________________ JE I 240

BoBES o e 265

Brewer’s wort e 240

Cameras - _— — 240

Candy - _ o - 226

'‘Carbenie acid gas_________ . . - 229

Cartridges_ e 240

‘Cereal beverages._____ - - - .- 229

ChecKS -t mm 263

‘Chewing gum — _— _ I _ 240

‘Coal and coke___ — e e 240

Copper ores and concentrates________ - - _— 240

‘Crude pefroleum e 240

‘Eiectrical energy e m 240

Firearms _ e e 240

Fruit juices - _— - - 229
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Termination of taxes—Continued.
Fuel oil_____ . 240
Pars 240
Gasoline___ o ______________ : o 240
Gasoline {import tax)_ — . : 240
Grape concentrate _ ___ e 240
Grape Juice__ 229
Jewelry ___ — _— — 240
Lubricating oils _ 240
. Lumber..___ [ 240
Malt and malt extract.______________.________________ 240
Matches ____.__ - 240
Mechanical refrigerators___.____ e 240
Paraffin .___._.__ - _— - 240
RAGIO SO o o e e 240
Shells . ____ . ___ o ____ - 240
Soft drinks = 229
Sporting goods_______ e - 240
Still drinks e 229
Syrups oo _____ - - . 229
Telegraph, ete., facilities_______________________________________ 249
Tirves .o ___- OO 240
Toilet preparations __ I 240
Transportation of oil by pipe line 261
Tubes .__ —— _— 240
Waters, mineral and table_ _— 229 .
Terms defined. (See Definitions.)
Time:
And place for filing of returns. .. _______ e 43
Gift taX o e am : 43
Extended for payment of deficiency interest___ . ________ 148
Extension of, for payment of taXx—future interests, estate tax___.__ 280-81
For payment, extension of ___________ N 48
Estate tax e 277
Gift tax____________________ 177
For payment of deficiencies, extension of .____._ ——— 139
Gift tax___ - ____________ 182
Of payment of tax___________ S, 45,129,131
Gift t8Xe 177
Tires and inner tubes, tax on (see¢ «lso under Manufacturers’ excise
taxes) e 218
Terminationof_.________________ . 240
Title:
Application of ____ ——_— _— e ——————— 10
To mutual insurance companies other than life________________ 125
Effective date of (1932). —— : 48
Short _— — ——— 43
Gift tax________________ e 1897
Toilet preparations, ete., tax on (see ¢lgo under Mauufacturers’ excise
taxes). . ______ . S U 219
Termination of._ _ 240
“Trade or business” includes office holding. - 41
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Transfer :

Page
Certain, nondeductibility of, 1934 act, amendments—estate tax______ 168
In trust after December 31, 1920, basis of for determining gain or
loss.. 65
In trust before J an. 1, 1921, basis for determining gain or loss.______ 65
Nontaxable, tax on transfers to avoid income tax._________________ 282
Of bonds, stamp tax on_.. ... _________.___.____ _ __ 92578
Of . stock, etc., stamp tax on__.__ - e _____ 2548
To corporation, basis for determining gain or loss.____.____________ 67
To corporation controlled by transferor—exchange________ _______ 60
Transferees—transferred assets -- 150,192
Deflned___ —_ - ——— 152
Fiduciary of . _ — ——e 152
Gift tax - e 194
Transportation of oil by pipe line, tax on___________ - 261-2
Treasury, assistants in the - - - 209
General counsel for — - — e 208-9
Trust:.
Credits of, against net income _ 110
Employees’ S — 111
* Foreign ”, deflnition of __________________ . 282
Revocable : - , :
1934 act amendments - e . 162
. Inclusion of income fromc e ool I i 112
Transfer in, basis of, for determining gain or loss__________________ 65
Tubes, inner, tax on tires and (sce also under Manufacturers® excise
taxes) _________.__ e 218
Termination of ______ . ____________ e - 240
Underwriting income—definition—insurance companies other than life
or mutual - 122
“ Undistributed adjusted net income™ defined—personal holding com-
panies. _— 156
“United States” defined - — 292
United States obligations:
Information at source - - 106
Interest on—as credit of individual against net income—for normal
tax only (1932)..__ e 32
(1934) —— 33
Unpaid claims—bankruptcy and receiverships_.__ - - 143
Gift tax — e 188
Use of boats:
Tax on (see also Note, p. 265) .___ - 2635

Termination of tax on 265
Value, inventory, basis for determining gain or loss

______ — 64

Values, calculation of, for capital stock tax, 1934 act - 268-9
Vegetable oils, tax on _— 241
Vessels, exemption from tax of certain supplies for 240
Voluntary advance payment of tax__________ 48
Gift tax —_— - -— 178
Wagering losses as deductions from gross income (1934) ______________ 24
Waiver of restrictions, deficiencies__..____________________ 137
Gift tax 181
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Waiver of stay, jeopardy assessments____
Gift tax_______ e _
‘Waivers—exceptions to period of limitations__.__.____

Wash sales stock:

Basis of property agreed by, for determining gain or loss__________
Loss from____ -

Waters, mineral or table, tax on
Termination of _— -—

“ Witholding agent” deflned____

Withholding at source—payment of tax_____ —
Allowance - -

Witnesses, examination of books and

“ Working-interest operator” defined—crude petroleum

Wort, brewer’s, tax oh_—_.______

 Termination of_ ____ —_—

Year in which credit taken—taxes of foreign countries and possessions

of United States ———

Years, different taxable
Estate or trust, and beneflciary.
Partners and partnerships:

1932
1934
Zones, postal rates listed by
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