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[Puprtic—No. 154—72p Concness]
[H. R. 10238
AN ACT
To provide revenue, equalize taxation, and for other purposes:

Be it enacted by the Senate and House of me o ;ﬁ.s
is

United Btates of America in Congress assemb
divided into titles and sections acrording to the fa-ilﬂwmg Table o

Contents, may be cited as the * Revenus Act of 1832 ";
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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 year
1082 and succeeding taxable years. Income, war-profits, and excess-
fits taxes for taxable years preceding the taxable year 1932 shall
not be affected by the provisions of this title, but shall remain subject
to the applicable provisions of prior revenue Acts, except as such
provisions are modified by Title IX 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, an
shall be given no legal effect.

SEC. 8. CLASSIFICATION OF PROVISIONS.
The provisions of this title are herein classified and designated
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Subtitle A—Introductory provisions,

Subtitle B—General provisions, divided into Parts and sections,

Subtitle U—-Snppifm_tal provisions, divided into Supplements
an ons.
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SEC. 4. SPECIAL CLASSES OF TAXPAYERS.

The applieation of the General Provisions and of Supplements
A to D, inclusive, to each of the following special classes D‘f_ tax-
11,’“3"““& shall be subject to the exceptions and additional provisions

ound 1 the Supplement applicable to such class, as follows:

(n]FF.aitatﬁs and trusts and the beneficiaries thereof,—Supple-
ment E.

b) Members of partnerships,—Supplement F.

ci Insurance companies,—Supplement G.
d) Nonresident alien individua s,—-—Eup;[:lement H.
¢) Foreign corporations,—Supplement [ )
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,—Supplement J.

(g} Individual citizens of the United States or domestie corpora-
tions, satisfying the conditions of section 251 by reason of deriving
u large portion of the:'isrnmi income from sources within a possession
of the United States,—Supplement J.

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

SUBTITLE B—GENERAL PROVISIONS
Part 1—Rates of Tax

SEC, 11. NORMAL TAX ON INDIVIDUALS.

There shall be levied, collected, and paid for each taxable year
upon the net income of every individual a normal tax equal to the
gum of the following:

(a) 4 per centum of the first $4,000 of the amount of the net
income in excess of the credits against net income provided in
section 25: and

(b) 8 per centum of the remainder of such excess amount.

BEC. 12. SURTAX ON INDIVIDUALS,

(a) Rares or Surrax.—There shall be levied, collected, and paid
for each taxable year upon the net income of every individuoal a
surtax as follows:

Upon a net income of #8000 there shall be no surtax; upon net
incomes in excess of $6,000 and not in excess of $10,000, 1 per cen-
tum of such excess.

$40 upon net incomes of $10,000; und upon net incomes in excess
of $10,000 and not in exeess of $12,000, 2 per centum in addition of
sueh excess,

$80 upon net incomes of $12,000; and upon net Incomes in excess
of $12,000 and not in excess of $14,000, 3 per centum in addition of
such excess,

£140 upon net incomes of $14,000; and upon net incomes in excess
of $14,000 and not in excess of $16.000, 4 per centum in addition of
such excess. )

§220 upon net incomes of $16,000; and upon net incomes in excess
of 216,000 and not in excess of $18.000, 5 per contum in addition of
such excess,

$320 upon net inecomes of £18,000: and upon net incomes in excess
of $18,000 and not in excess of $20,000, 6 per centum in addition of
such excess,
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$140 upon net incomes of $20,000; and upon net incomes in excess
ats of $20,000 and not in excess of $22,000, 8 per centum in addition of
T such excess.
s 600 upon net incomes of $22,000; and upon net incomes in excess

of F:E,UUEJ and not in excess of $24,000, 9 per contum in addition of
- such excess.
$750 upon net incomes of $24,000; and upon net incomes in excess
of iiﬁﬂl-,{lﬂﬂ und not in excess of $206,000, 10 per centum in addition of
BUCH eX0ess,
80 upon net incomes of $20,000; and upon net incomes in excess
of :-jli&!ﬁ,uuu and not in excess of 528,000, 11 per centum in addition of
BUCH 2XCrES.
i $1,200 upon net incomes of $28,000; and upon net incomes in
excess of $28,000 and not in excess of $20,000, 12 per centum in
y addition of such excess.
g $1.440 upon net incomes of $30,000; and upon net incomes in
5 excess of $30,000 and not in excess of 832,000, 13 per centum in
addition of such excess,
$1,700 upon net incomes of $32,000; and upon net incomes in
excess of $32,000 and not in excess of $36,000, 15 per centum in
addition of such excess.
$2.300 upon pet incomes of $36,000; and upon net incomes in
excess of 336,000 and not in excess of F4B,000, 16 per centum in
addition of such excess,
$2,620 upon net incomes of $358,000: and upon net incomes in
¥ excess of $38,000 and not in excess of $40,000, 17 per centum in
3 addition of such excess,
$2.060 upon net incomes of $40.000; and upon net incomes in
; excess of $40,000 and not in excess of $42,000, 18 per centum in
addition of such excess,
$3,520 upon net incomes of $42,000; and upon net incomes in
excess of $42,000 and not in excess of $14,000, 19 per centum in
addition of such excess,
$3,700 upon net incomes of $44,000: and upon net incomes in
excess of 544,000 and not in excess of $46,000, 20 per centum in
addition of such excess,
$4,100 upon net incomes of $46,000: and upon net incomes in
excess of $46,000 and not in excess of $48,000, 21 per centum in
addition of such execess,
$4,520 upon net incomes of $48,000; and upon net incomes in
excess of $48,000 and not in excess of $50,000, 22 per centum in
addition of such excess.
$4.000 u net incomes of £50,000; and upon net incomes in
excess of $50,000 and not in excess of $52,00l£ 23 per centum in
addition of such excess,
$5,420 upon net incomes of $52,000; and upen net incomes in
excess of gﬁoamu and not in excess of $54,000, 24 per centum in
“ds'?sitéﬂ of such e:m it
upon net incomes o J000; and upon net incomes i
uoassafﬁ’l,ﬂﬂﬂ and nutine:-muufm, ,ﬂﬁpﬂmtumﬂ
ndgéti% of such excess. £
400 upon net incomes o 000; and upon net incomes i
excess of $56,000 and not in excess of $58,000, 26 per centum :
addition of such excess,
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$0,920 upon net incomes of $58,000; and upon net incomes in
excess of $38,000 and not in excess of &BD.OOOl:OET per centum in
eddition of such excess. :

§7,400 upon net incomes of $60,000; and oalopun net incomes in
excess of $60,000 and not in excess of $62,000, 28 per centum in
ndgailtiagg of such excess, £ 452,000 i - in

upon net 1Incemes o J000; and upon net ncomes 1
excess of %,ﬂ{ﬂ and not in excess of 55&.001}::0 20 per centum
addition of such excess, .

8,000 upon net incomes of $64,000; and upon net incomes
excess of 000 and net in excess faf‘ §06,000, 30 per centum
addition of such excess. .

§0.200 upon net incomes of $66,000; and upon pet incomes
excess of 000 and not in excess of §08,000, 31 per centum
addition of such excess,

29820 ypon net incomes of $08.000; and upon net incomes
excess of g&,ﬂﬂﬂ and not in excess of $70,000, 32 per centum
addition of such excess. .

$10,460 upon net incomes of $70,000; and upon net incomes in
excess of $70,000 and not in excess of $72,000, 33 per centum in
addition of such excess. : '

$11,120 upon net incomes of $72,000; and upon net incomes In
excess of $72,000 and not in excess of §74,000, 34 per centum in
addition of such excess,

$11,800 upon net incomes of $74,000; and upon net incomes in
excess of 74,000 and not in excess of $76.000, 85 per centum in
addition of such excess.

12,500 upon net incomes of $76,000; and upon net incomea in
excess of $76,000 and not in excess of 78,000, 86 per centum in
addition of such excess, p )

13,220 upon nel incomes of §78,000; and upon net incomes in
excoss of $78,000 and not in excess of $80,000, 87 per centum in
addition of such excess. £ §30,000; and '

$la upon net incomes o : and wpon net incomes
mﬁg? ﬁﬂﬂﬂ and not in excess cf‘w,ﬂﬂﬂ, 88 per centum in
addition of such excess,

$14,720 upon net incomes of $82,000; and upon net incomes in
excess of 282,000 and not in excess of $84000, 39 per centum in
addition of such excess, .

$15,500 upon net incomes of $84,000; and upon net incomes in
excess of ﬁﬂﬂﬂ and not in excess of $86,000, 40 per contum in
addition of such excess.

$16,800 upon net incomes of $86,000; and upon net incomes in
excess of $36,000 and not in excess of $58,000, 41 per centum in
addition of such exeess,

£17,120 upon net incomes of $88,000; and upon net incomes in
excess of $88,000 and not in excess of $90,000, 42 per centum in
addition of such excess.

217,060 upon net incomes of $80000; and upon net incomes in
excess of $00,000 and not in excess of $92,000, 43 per centum in
addition of such excess,

18,820 upon net incomes of $52,000; and upon net incomes in
excess of 000 and not in excess of $94,000, 44 per centum in
addition of such excess,
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$10,T00 npon net Incomes of 294.000; and vpon net incomes In
excess of 384,000 and not in excess of $06,000, 45 per centum
in addition of such excess.

$20,600 upon net incomes of $86,000; and upon net incomes in
excess of $06,000 and not in excess of 08,000, 46 per centum
in addition of such excess.

$21,520 upon net incomes of $08,000; and upon net incomes in
excess of $US000 and not in excess of $100000, 47 per contum
in addition of such excess,

$22.460 upon net incomes of $100,000; and upon net incomes in
excess of $100,000 and not in excess of $150,000, 48 per centum
in addition of such excess.

$46,460 upon net incomes of $1560,000; and upon net incomes in
excess of $150,000 and not in excess of $200,000, 49 per centum
in addition of such excess,

$70,990 upon net incomes of $200,000; and upon net incomes in
excess of 000 and not in excess of‘ £300,000, 50 per centum
in addition of such excess.

£120,960 upon net incomes of $300,000; and upon net incomes in
excess of Q000 and not in excess of $400,000, B1 per centum
in addition of such excess.

$171,060 ugunn net incomes of $400,000; and upon net incomes in
excess of $400,000 and not in excess of $500,000, 52 per centum
in addition of such excess.

228,960 118311 net incomes of $500,000; and upon net incomes in
excess of $500,000 and not in excess of $750.000, 63 per cemtum
in addition of such excess.

$356,460 upon net incomes of $750,000; and upon net incomes in
excess of $750,000 and not in excess of $1,000,000, 54 per centum
in addition of such excess,

$491,460 upon net incomes of $1,000,000; and upon net incomes in
excess of 1,000,000, 55 per centum in addition of such excess.

(b) Sarz or Mixes ano Om ox Gas Werrs—For limitation of sur-
tax attributable to sale of mines and oil or gas wells, gee section 102,

(¢) Carrrar Ner Garxs axp Losses.—For rate and computation of
tax in lieu of normal and surtax in case of net incomes of not less
than $16,000, epproximately, or in case of net incomes, excluding
items of capital gain, capital loss, and capital deductions, of not less
than $16,000, approximately, see section 101

(d) Evasiox or Surraxes sy INcorroration—For tax on corpo-
rations which sccumulate surplus to evade surtax on stockholders,
wee section 104.

EEC. 13, TAX ON CORPORATIONS,
wé::l Rate o Tax.—There shall be levied, collected, and paid for
taxable year :‘pon the net income of every corporation, a tax of
}:ﬁ per centum of the amount of the net income in excess of the
it against net income provided in section 26.
(b) Exemer ComroraTions—For corporations exempt from tax,
sed section 103,
(¢) Tmrrorer Accumuration or Svrenve—For tax on corpora-
tions which accumulate surplus to evade surtax on stockholders, see
saction 104.

Google

———— =



10 [Pum, 154

BEC. 14. TAXABLE PERIOD EMBRACING YEARS WITH DIFFERENT
LAWS,
If a taxable period embraces portions of two calendar years for
which the lnws are different, the tax shall be computed as provided in
section 103.

Part II—Computiation of Net Income

SEC. 21. NET INCOME.
“Net ineome ¥ means the gross income computed under section 22,
less the deductions allowed by section 23,

S8EC. 2. GROSS INCOME.

Eu:l- Gewenar DeFrxrrios.—" (ross income ™ includes gains, profits,
and income derived from salaries, wages, or compensation for per-
somal service, of whatever kind and in whatever form paid, or from

rofessions, vocations, trades, businesses, commerce, or sales, or deal-
ings in property, whether real or personal, growing out of the owner-
ship or use of or interest in such property; also from interest, rent,
dividends, securities, or the traonsaction of any business carried on
for gain or profit, or ﬁninﬁ 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 enactment of this Act, the compensation received as such shall ba
included in gross income; and all Acts fixing the compensation of
such Presidents and judges are hereby amended accordingly.

(b) Excrusioxs rrom (Gross Iscome.—The following items shall
not be included in gross income and shall be exempt from taxation
under this title:

(1) Laove mvsumance—Amounts received under a life insurance
coniract paid by reason of the death of the insured, whether in a
single sum or in installments (but if such amounts are held by the
insurer under an agreement to pay interest thereon; the interest
payments shall be included in gross inmme? ¥

2) Axxurries, grc—Amounts received (other than amounts
paid by reason of the death of the insured and interest payments
on such amounts) under a life insurance, endowment, or annuit
contract, but if such amounts (when added to amounts receive
before the taxable gmr 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. In
the case of a transfer for a valuable consideration, by assignment
or otherwise, of a life insurance, endowment, or annuity contract,
or an.I\_; interest therein, cnly the actual value of such consideration
and the amount of the premiums and other sums subsequently paid

the transferee shall be exempt from taxation under paragraph

(1) or this paragraph;

Girrs, BEQUEsTS, AND pevisEs—The wvalue of pro
acquired by gift, beci]uest devise, or inheritance (but the income
from such property shall be included in grross inmnmi;

(4) Tax-rree inTEREST.—Interest upon {At& the obligations of a
State, Territory, or any political subdivision thereof, or the District
of Columbia; or (I3) securities issued under the provisions of the
Federal Farm Loan Act, or under the provisions of such Act as
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amended ; or (C) the obligations of the United States or its
sessions. Fvery person owning any of the obligations or securities
enumerated in clause (A), (B), or {C) shall, in the return required
by this title, submit a statement showing the number and amount
ui‘: such obligations and securities nwnﬂﬁ by him and the income
received therefrom, in such form and with such information as the
Commissioner may require. In the case of obligations of the
United States isswed after September 1, 1817 (other than postal
savings certificates of dﬂm::it}, the interest shall be exempt only if
and to the extent provided in the respective Acts authorizing the
issne thereof ns amended and supplemented, and shall be excluded
from gross income only if and to the extent it is wholly exempt to
the taxpayer from the taxes imposed by this title;

(5} CoMPENSATION FOR INJURIES OR SICK NESS,— i._rru:llmm; received,
throngh aceident or health insurance or under workmen's compen-
sation ncts, a8 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) Mrxisters—The rental value of a dwelling house and
a];?ll.]rtnnnnm-.s thereof furnished to a minister of the gospel as part
of hiz compensation;

(7) Muscerraseovs rmems—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, mumcipalities and other political subdi-
vigions;

Receipts of shipowners' mutnal protection and indemnity
aszociations;

Dividends from China Trade Act corporations,

(¢) Isvestomries.—Whenever in the opinion of the Commissioner
the use of inventories is necessary in mﬁer clearly to delermine tha
income of any taxpayer, inventories shall be taken by such taxpayer
upon such basis as the Commissioner, with the approval of the Secre-
tary, may preseribe 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) Disrrisvrions sy Corvorarioxs.—Distributions by corpora-
tions shall be taxable to the sharebolders as provided in section 115,

{e) Deremsaxarion or Gaix or Loss,—In the case of a sale or
other disposition of property, the gain or loss shall be computed as
provided in sections 111, 112, and 113,

(f) Gaoss Ixcome rrom Soveces Wirnix axp Wirnorr Usiten
Stares—For (:muilmtalinn of gross income from sources within and
without the United States, see section 119,

BEC. 23. DEDUCTIONS FROM GROSS INCOME,

In computing net incone there shall be allowed as deductions:

(a) Exeexses.—All the ordinary and necessary expenses paid or
incurred during the taxable year in carrying on any trade or busi-
ness, including a reasonable allowance for salaries or other compen-
sation for personal services actually rendered; traveling expenses
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{(including the entire amount expended for meals and Imlginf‘,l while | [ff
away from home in the pursuit of a trade or business; and rentals BR

or other payments required to be made as a condition to the con- =1
tinued use or Ipmﬂssinn., for purposes of the trade or business, of u
property to which the taxpayer has not taken or iz not taking title £
or in which he has no equity. o
(b) Intemest—All interest paid or acerued within the taxable Eae
year on indebtedness, except {1{ on indebtedness ineurred or con- 1
tinued to purchase or carry obligations or securities (other than e
obligations of the United States issued after September 24, 1917, and i
originally subscribed for by the taxpayer) the interest upon which is it
wholly exempt from the taxes im by this title, or (2) on indebt- ¥
ess incurred or continued in connection with the purchasing or s
carrying of an annuity. i
{c) Taxes Gexerarvy.—Taxes paid or acerued within the taxable T

year, except—

(1) income, war-profits, and excess-profits taxes imposed by the
suthority of the United States;

(2) income, war-profits, and excess-profits taxes imposed by the
authority of any foreign country or possession of the United
States: but this deduction shall be allowed in the case of a tax-
payer who does not signify in his return his desire to have to any
extent the benefits of section 131 imluting to eredit for taxes of
foreign countries and possessions of the United States) ; and

(8) taxes mssessed against local benefits of a kind tending to
increase the value of the property assessed ; but this paragraph shall
not exclude the allowance as a deduction of so much of such taxes
as is properly allocable to maintenance or interest charges.

For the purpose of this subsection, estate, inheritance, %:Egnuy, and
succession taxes accrue on the due date thereof, except as otherwise
provided by the law of the jurisdiction imposing such taxes, and
ghall be allowed as a deduction only to the estate.

(d) Taxes or Smarenoroer Pam sy Coreonarion.—The deduction
for taxes allowed by subsection (c¢) shall be allowed to a corpora-
tion in the case of taxes imposed upon a shareholder of the corpora-
tion upon his interest as shareholder which are paid by the corpora-
tion without reimbursement from the shareholder, but in such cases
no deduction shall be allowed the shareholder for the amount of such
taxes.

(e} Losses py Inpiviovars.—~Subject to the limitations provided in
subsection (r) of this section, in the case of an individual, losses sus-
tained during the taxable year and not compensated for by insurance
or otherwise—

1) if ineurred in trade or business; or

2) if incurred in any transaction entered into for profit, thongh
not connected with the trade or business; or

(8) of property not connected with the trade or business, if the
loss arises from fires, storms, shipwreck, or other cmaity’, or
from theft. No loss shall be allowed as a deduction under this

aragraph if at the time of the filing of the return such loss has
Emn cluimed as a deduction for estate tax purposes in the estate
tax refturn.

.
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(f) Losses st Ebmu-rmm.—suﬂect to the limitations provided
in subsection (r) of this section, in the case of & corporation,
sustained during the taxable year and not compensated for by insur-
ance or otherwise.
(g) Basis ror Derensivine Loss—The basie for determining the
amount of deduction for losses sustained. to be allowed under sub-
~ section (e) or (f), shall be the adjusted basis provided in section
113 (b) for determining the gain or loss from the sale or other dis-
position of property.
(h) Loss ox Wasa Saves or Stocx on Spovriries—For disallow-
ance 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 scquired substantially identical property, see section 118.
(i) Ner Losses.—The special deduction for net losses of a prior
year, to the extent provided in section 117.
{ﬁ Bap Dests.—Debts ascertained to be worthless and charged j
ofl within the t&nbladgelr {or, in the discretion of the Commis-
sioner, a reasonable addition to a reserve for bad debis) ; and when
eatisfied 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.
(k) Derrecratiox.—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 beneficiaries and the trostes in
pccordance with the pertinent provisions of the insirument creat-
ing the trust, or, in the absenes of such provisions, on the basis of
the trust income allocable to each.
(1) Derrerion—In the case of mines, oil and gas wells, other
natural deposits, and timber, n reasonahble allowance for depletion
and for depreciation of improvements, according to the peculiar
conditions in each case; such reasonable allowance in all cases to ba
made under rules and regulations to be prescribed by the Commis-
gioner, 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)
ghall be revised nng the allowance under this subsection for subse-
nt taxable years shall be based upon such revised estimate. In
ﬂ:: case of leases the deductions shall be equitably a;‘:Furt;iuned
betwean the lessor and lessee, In the case of pro held by one
for life with remainder to another person, the deduction shall
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
roperty held in trust the allowable deduetion shall be apportioned
Li.wnau the income beneficiaries and the trustee in accordance with
the pertinent provisions of the instrument creating the trust, or, in
the sbsence ug such provisions, on the basis of the trust income
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allocable to each. (For percentage depletion, see section 114(b)
(8) and (4).)

m) Basms ron Derseciation axp Derrerron.—The basis upon
which depletion, exhaustion, wear and tear, and obsolescence are to

allowed in respect of any property shall be as provided in

section 114,
(n) Cuamrrapre axp Oraee Coxmmsorioxs—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
nuhﬁwisiﬁn thereaf, or the District of Colum for exclusively
public p ;
. (2) a corpoeration, or t OF COMMmMUni chee.t, fund, or founda-
tion, organized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes, or for the prevention
of eruelty to chi dren or animals, no part of the net earnings of
which inures to the benefit of any private shareholder or
individual;
(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 organizations, if such gumits,
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; or
(5) a fraternal society, order, or association, operating under
the lodge system, but only if such contributions or gifts are to be
used exclusively for religious, charitable, scientific, lite or
educational purposes, or for the prevention of cruelty to chi dren
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 ecomputed without
the benefit of this subsection. Such contributions or gifts shall b
allowable as deductions only if verified under rules an lations

rescribed by the Commissioner, with the approval of the Seeretary.
?‘Fnr unlimited deduction if contributions and gifts exceed 90 per
centum of the net income, see section 120.)

(0) Furure Exeexses iy Case or Casvan Sares or Rean Prop-
exTY.—In the case of a casual sale or other casual disposition of real

roperty by an individual, a reasonable allowance for future expense

iabilities, 1ncurred under the provisions of the contract under which

such =ale or other disposition was made, under such regulations as
the Commissioner, with the approval of the Secretary, may pre-
scribe, including the giving of a bond, with such sureties and in such
gum (not less than the estimated tax liability computed without the
benefit of this subsection) as the Commissioner may require, condi-
tioned u!mn the payment 3n0tﬁ'ithﬂtl.1'ldiﬂg any statute of limita-
tions) of the tax, computed without the benefit of this subsection,
in respect of any amounts allowed as a deduction under this sub-
section and not actually expended in carrying out the provisions of
such contract.

(p) Davioexps Recerven sy Corronarions,—In the case of a

corporation, the amount received as dividends—
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1) from & domestic corporation which is subject to taxation
under this title, or
(2) from any foreign corporation when it is shown to the satis-
faction of the Ecmmiss'lnner that more 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 declaration
of aucgn dividends (or for such part of such period as the foreign
corporation has been in existence ) was derived from sources within
the United States as determined under section 119,
The deduction allowed by this subsection shall not be allowed in
respect of dividends received from a corporation organized under
the China Trade Act, 1942, or from a corporation which under sec-
tion 251 is taxable on’ly on its gross income from sources within the
United States by resson of its receiving a large percentage of its
gross income from sources within & possession of the United States.

{q) Pexsion Trosts—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 163,
relating to trusts created for the exclusive benefit of employees)
ghall 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 mﬂou& g reasonable amount transferred or paid into
guch trust during the taxable year in excess of such contributions,
but only if such amount (1) has not theretofore been allowable as
e deduction, and (2) is npportioned in equal parts over a period of
ten consecutive vears 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 which under such section was appor-
tioned to any taxable year subsequent to the taxable year 1031 shall
be allowed as a deduction in the years to which so apporticned to
the extent allowable under such section if it had remained in force
with respect to such year.

(r) LimrraTion on Srock Losses.—

1) Losses from sales or exchanges of stocks and bonds (as
defined in subsection (t) of this section) which are not capital
assets (as defined in section 101) shall be allowed only to the
extent of the gains from such sales or exchanges (including gains
which may be derived by a taxpayer from the retirement of his
own obligations).

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

(3) This subsection shall not apply to a dealer in securities (us
to stocks and bonds acquired for resale to customers) in respect
of transactions in the ordinary course of his business, nor to a
bank or trust company incorporated under the laws of the United
States or of any State or Territory, nor to persons carrying on the
banking business (where the receipt of deposits constitutes a
major part of such business) in respect of transactions in the
ordinary course of such banking business.
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(ls} Samr—Smonr Sarzs—TFor the purposes of this title, gains
or losses (A) from short sales of stocks and bonds, or (B) attribu-
table to privileges or options to buy or sell such stocks and bonds, or
(C) from sales or exchanges of such i)rivilep;es or options, shall be
considered as gains or losses from sales or exchanges of stocks or
bonds which are not capital assots.

(t) Derrvrmios or Stocks sxp Boxns.—As used in subsections (r)
and (=), the term “stocks and bonds ™ means (1) shares of stock in
any corporation, or (2) rights to subscribe for or to receive such
shares, or gszlnbuuds, debentures, notes, or certificates or other evi-
dences of indebtedness, issued by any corporation (other than a
government or political subdivision thereof), with interest coupons
or in registered form, or (4) certificates of profit, or of interest in
property or accumulations, in any investment trust or similar organi-
zation holding or desling in any of the instruments mentioned or
deseribed in this subsection, regardless of whether or not such
mmvestment trust or similar organization constitutes a corporation
within the meaning of this Act.

SEC. 24. ITEMS NOT DEDUCTIBLE.

(a) Gexnesar Rure—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 hl:iliiil!gﬁ 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
gmél the exhaustion thereof for which an allowance is or has been
made; or

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

icy.
gﬁ) .{Iumm or Lire on Teranxasie Ixterest.—Amounts paid

under the laws of any State, Territory, District of Columbia, pos-
session of the Unitedy States, or foreign country as income to the
holder of a life or terminable interest acquired by gift, bequest, or
inheritance shall not be reduced or diminished by any deduction for
ghrinkage (by whatever name called) in the value of such interest due
to the lapse of time, nor by any deduetion allowed by this Aet [excggt

the deductions provided for in subsections (k) and (1) of section 23)

for the purpose of cnmI:uting the net income of an estate or trust

but not allowed under the laws of such State, Territory, District of

Columbia, possession of the United States, or foreign country for the

purpose of computing the income to which such holder is entitled.
(e) Tax Wrrmmern ox Tax-rrer Covexawr Bowps.—For tax with-

held on tax-free covenant bonds, see section 143 (a) (3).

SEC. 25. CREDITS OF INDIVIDUAL AGAINST NET INCOME.

There shall be allowed for the purpose of the normal tax, but not
for the surtax, the following eredits agninst the net income :
() Divipexps—The amount received as dividends—
1) from a domestic corporation which is subject to taxation
under this title, or
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(2) from a foreign corporation when it is shown to the satisfae-
tion of the Commissioner that more than 50 per centum of the
income of such foreign corporation for the three-year period QE:E
with the close of its taxn't:ﬁajrenr preceding the Jzelmtiﬂn of su
dividends (or for such part of such period as the corporation has
been in existence) was derived from sources within the United
States as determined under the provisions of section 119.

The credit allowed by this subsection shall not be sllowed in
res of dividends received from a corporation organized under the
China Trade Aect, 1922, or from a corporation which under section
251 is taxable only on its gross ineome from sources within the United
States by reason of its receiving a lnr%e ercentage of its gross income
from sources within a possession of t aPUnir.ed tates,

(b) Ivrereer ox Usrreo Srares  Oneprcarions—The amount
received as interest upon obligations of the United States which is
included in gross income under section 22,

(¢) Persowar, Exewmyrion—In the case of a single person, a
personal exemption of $1,000; or in the case of the head of a family
or & married person liﬁnﬁ with husband or wife, a personal exemp-
tion of $2,500. A husband and wife living together shall receive but
one personal exemption. The amount of such personal exemption
shall be $2,500. If such husband and wife make separate returns,
:ﬂﬂ personal exemption may be talken by either or divided between

em.

(d) Creoir vor Derexpexts.—$400 for each person (other than
husband or wife) dependent upon and receiving his chief support
from the taxpayer if such dependent person is under eighteen years
of age or is incapable of self-support E:causa mentally or phy=sically
defective.

(e) Caawor oF Statvs—If the status of the ta.xpager, in so far
as it aflects 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 Com-
missioner with the approval of the SGllretnrlT.’l, in acecordance with the
number of months before and after such change. For the purpose
of such apportionment a fractional part of a month shall be disre-

rded unless it smounts to more than half a month in which case
it shall bo considered as a month,

SEC. 26, CREDITS OF CORPORATION AGAINST NET INCOME.

For the purpose only of the tax imposed bﬁ section 13 thers shall
Jbe allowed as a eredit against net income the amount received as
interest upon obligations of the United States which is included
in gross income under section 22,

Part 1II—Credits Against Tax

SEC. 2l. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
UNITED STATES.

The amount of income, war-profits, and excess-profits taxes
imposed by foreign eountries or possessions of the United States
shall be allowed as a credit against the tax, to the extent provided
in section 1231,

Pub, No, 154—-:2

Google



18 Pes. A8

EEC. 82. TAXES WITHHELD AT SOURCE.

The amount of tax withheld at the eource under section 148 shal
be allowed as a credit against the tax.
BEC. 33. ERRONEOUS PAYMENTS.

(a) Creprr vor Overearments—For credit the tax of
overpayments of taxes imposed by this titls for other taxabls years,
seo section 8232,

(b} Frascar Year Exwpixa v 1882 —For credit against the tax of
amoiunts of tax paid for a fiscal year beginning in 1931 and ending
in 1832, see section 182

Part IV—Accounting Perlods and Methods of Accounting

SEC, i1. GENERAL EULE.

The net income shall be computed upon the basis of the ayer's
annual accounting period (fiscal year or calendar year, na case
may be) in accordance with the method of accounting regularl
employed in keeping the books of such taxpayerj but if no su
method of accounting 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 s in the opinion of the
Commissioner does clearly reflect the income, If taxpayer’s
annual sccounting period is other than a fiscal year as defined in
gection 48 or ifnﬁm taxpayer has no annual sccounting 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).)
BEC. 4Z PERIOD IN WHICH ITEMS OF GROSS INCOME INCLUDED.

The amount of all items of gross income shall be included in the
gross income for the taxable year in which received by the taxpayer,
nnless, under methods of accounting permitted under section 41, any
iuc[:.udamnunta are to be properly sccounted for as of s different
period.

SEC. 43. PERIOD FOR WHICH DEDUCTIONS AND CREDITS TAKEN.

The deductions and credits provided for in this title ghall be taken
for the taxable year in which * paid or acerued ™ or * paid or in-
curred ", dependent upon the method of accounting upon the basis
of which the net income is computed, unless in order to clearly reflect
lhﬂli';w.dmme the deductions or credits should be taken as of & different
period.

SEC. 44. INSTALLMENT BASIS.

8) Drarers ¥ Persowan Prorerry.—Under regulations pre.
scribed by the Commissioner with the approval of the Secretary, a
person wl};::- regularly sells or otherwise disposes of personal property
on the installment plan may return as income therefrom in sny tax-
able year that proportion of the installment payments actusl
received in that year which the gross profit realized or to be reali
when payment is completed, bears to the total contract price.

(b) Sares or Beavry anp Casvarn Saves oF Persoxarry.—In the
case (1) of a casual sale or other casual disposition of personal

roperty (other than property of a kind which would properly be
?nqllfldes in the inventory of the taxpayer if on hand at g:; closn
of the taxable year), for a price exceeding $1,000, or g.g of & sale or
other disposition of real property, if in either case initial pay-
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ments do not exceed 40 per centum of the selling price, 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 ]ilrescribed in this section. As used in this section the term
“initial payments " means the payments received in cash or property
other than evidences of indebtedness of the purchaser during the
taxable period in which the sale or other disposition is made.

(.ﬂ Cl::mm FrOM AccEval 70 IxstatimesT 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 1n computing his
income for the year of change or any subsequent year, amounts actu-
ally received dyuriug any such year on account of sales or other
diaiyositinm of property made in any prior year shall not be
excluded.

(d) Garx or Loas vroxn DisrostTioN or Instarismext Onrica-
rroNe—If an installment obligation is satisfied at other than its face
value or distributed, transmitted, 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 satisfuction 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 exchan the fair market value of the obligation at the time of
such distribution, transmission, or disposition. 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
obligation satisfied in full. This subsection shall not apply to the
transmission at death of installment obligations if there is fired with
the Commissioner, at such time a3 he may by regulation prescribe, &
bond in such amount and with such sureties as he may deem neces-
sary, conditioned npon the return as income, by the person receivin
any payment en such obligations, of the same proportion of suc

ayment as would be returnable as income by the decedent if he had
ﬁve-i and had received such payment.

BEC. 45. ALLOCATION OF INCOME AND DEDUCTIONS,

In any case of two or more 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 u.ul:hurize:]‘ to distribute,
apportion, or allocate gross income or deductions between or among
such trades or businesses, if he determines that such distribution,
agpm-tionment, or allocation is necessary in order to prevent evasion
0

tuxes or clearly to reflect the income of any of such 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 fscal year, or from one fiscal
year to another, the net income shall, with the approval of the Com-

missioner, be computed on the basis of such new accounting period,
gubject to the provisions of section 47.

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

() Rervnws vor Snonr Prmop Resvrrive vrom Cravee or Ao-
couNTing PEmop—If a taxpayer, with the approval of the Commis-
sioner, changes the basis of computing net 1ncomes from fiscal year
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to calendar year & separate return shall be made for the period
between the close of the last fiscal vear for which return was made
and the following December 81. If the change is from calendar year
to fiscal year, a separate return shall be made for the period between
the close of the lust calendar year for which return was made and
the data designated as the close of the fiscal year. If the is
from one fiscal year to another fiscal year a ue.})arata 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 fiseal year.

(b) Income Comrvren ox Basis or Suonr Perion.—Where & sep-
arate return is made under subsection (a) on account of a change 1n
the accounting period, and in all other cases where a separate return
is required or permitted, by regulations preseribed by the Commis-
sioner with the approval of the Secretary, to be made for a frac
tional Fart of a year, then the income sghall be computed on the
basis of the peried for which separate return is made.

(¢) Ixcomz Pracep o Axwoar Bams—If a separate return is
made under subsection (a) on account of a change in the mun:t]iigg
period, the net income, computed on the basis of the period for w
eoparate return is made, shall be placed on an annual basis by multi-
plying the amount thereof by twelve and dividing by the number
of months included in the period for which the separats 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 Gamns axo Lossps—Faryen Income—The Com-
missioner with the approval of the Secretary shall by regulations
prescribe the method of applying the provisions of suﬁmmon: Ll:g
and (¢) (relating to computing income on the basis of a short period,
and placing such income on an annual basis) to cases where the tax-
piis.r makes a separate return under subsection Ln] on account of
& change in the accounting period, and it appears that for the period
for which the return is so made he has derived a capital net gain, or
sustained a capital net loss, or received earned income.

(e) Revvoriow oF Crevirs Acarvst Ner Ixcome—In the case of
& 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 ecredit for dependents ehall be
reduced respectively to amounts which bear the enme ratio to the
full eredits provided as the number of months in the period for
which return is made bears to twelve months.

(f) Crosiwg or Taxanre Year 1x Case or Jeoramoy.—For closing
of taxable year in case of jeopardy, sce section 146.

BEC. 48. DEFINITIONS.

When used in this title—

{BH Taxapre Yrar—" Taxable vear ” means the calendar vear, or
the fiscal year ending during such calendar year, upon the basis of
which the net income is computed under this Part. * Taxable year"
includes, in the case of & return made for a fractional part of & year
under the provisions of this title or under regulations msnribﬁﬁy
the Commissioner with the approval of the Secretary, the period for
which such return is made. The first taxable 3':_-.11*, to be called the
taxable year 1952, shall bo the calendar year 1#32 or any fiscal year
ending during the calendar year 1932,
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(b) Frascar Yran—* Fiscal year " means an mmunﬁn%tﬁrind of
twelvub:]rmths ending on the last day of any month r than

(e) Paw, Incorwen, Accrurp.—The terms * paid or incurred ™ and
% paid or accrued ™ shall be construed nceo ing to the method of
thlfwl.glt.ing upon the basis of which the net income is computed under
iz Part.

Part V—Returns and Payment of Tax

EEC. 51. INDIVIDUAL RETURNS,

8) Requmesexnt—The following individuals shall each make
under oath a return stating specifically the items of his gross income
and the deductions and credits nl]mrecjl 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 net living with '
husband or wife; i

{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 yvear
of 35,000 or over, regardless of the amount of Lis net income.

(b) Huseaxp axp Wire—1If a husband and wife livin together
have nn aggregate net income for the taxable year of $2.500 or over,
or an agererate gross income for such vear of $5,000 or over—

1; nth shall make such a return, or
2) The income of each shall be included in a single joint return,
in which ense the tax shall be Eﬂﬂl{hllt&d on the aggregate income.

(¢) Persoxs Uxoer Disaniurry.—If the taxpayer is unable to make
his own return, the return shall be made by a duly suthorized agent
or by the guardian or other person charged with the care of tha

n or property of such taxpayer.

(d) Fmouctarres—For returns to be made by [fiduciaries, see
section 142,

SEC, 52, CORPORATION RETURNS.

(a) Requirement.—Every corporation subject to taxation under
this title shall make & return, stating specifically the items of its

g5 income and the deductions and credits allowed by thiz title.

‘he veturn shall be sworn to by the president, vice president, or other
prineipal officer and by the treasurer or assistant treasurer. In cases
where receivers, trustees in bankruptey, or assignees are operating the
property or business of corporations, such receivers, trustees, or
assignees shall make returns for such corporations in the same man-
ner and form as corporations are required to make returns. Any
tax due on the basis of such returns made by receivers, trustees, or
assigniees shall be collected in the same manner as if collected from
the corporations of whose business or property they have custody
and control. 5

(b) Coxsormarten Rervmxs—For provision as to consolidated
returns of affilinted corporations, see section 141.

BEC 53. TIME AND PLACE FOR FILING RETURNS.

(a) Tive ror Fruxg.—

(1) Gexerar roLe—Returns made on the basis of the calendar
year shall be made on or before the 16th day of March following
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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) Extexsion oF TiME.—The Commissioner may grant a reason-
able extension of time for filing returns, under such rules and
regulations as he shall prescribe with the approval of the Secre-
tary. Except in the ecase of taxpayers who are abroad, ne such
extension shall be for more than six months.

(b) To Wrom Rervey Mape—

(1) Iwxprviovars—Weturns (other than corporation rl:t.urnt;&
ghall be made to the collector for the district in which is loca
the legal residence or principal place of business of the person
making the return, or, if he has no legal residence or principal

lace of business in the United States, then to the eollector at
Ea.ltimare, Maryland.

52} Corroramions.—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 ¢ ration, or, if it
has no principal place of business or principal office or a%in?
in the United States, then to the eollector at Baltimore, Maryland.

BEC. 64. RECORDS AND SPECIAL RETURNS.

{a) By Taxraven—Every person liable to any tax imposed by
this title or for the collection thereof, shall keep such reco render
under oath such statements, make suclg 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 Deressane Liasuary 1o Tax—Whenever in the judgment
of the Commissioner necessary he may mﬁuim any person, by motice
served upon him, to make a return, render under oath such state-
ments, or keep such records, ns the Commissioner deems sufficient to
show whether or not such person is liable to tax under this title.

(lc} Ixrormarion At THE Bovrce—For requirement 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 titls ghall be open to inspection in the
gsame manner, to the same extent, and subject to the same provisions
of law, including penalties, as returns made under Title IT of the
Revenue Act of 1926,

SEC. 56. PAYMENT OF TAX.

(a) Trse or Paysmest.—The total amount of tax imposed by this
title shall be paid on the fifteenth day of March following the closs
of the calendar year, or, if the return should be made on the hasis
of a fiscal year, then on the fifteenth day of the third month following
the close of the fiscal year.

{b) Insrarrsent Parmesrts—The taxpayer may elect to pay the
tax in four equal installments, in which case the first installment
ghall be paid on the date prescribed for the payment of the tax
the taxpayer, the second installment shall be paid on the fifteent
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
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or before the date fixed for its payment, the whole amount of the tax
unpaid shall be paid vpon notice and demand from the collector.

?e] Extession or Trme ror Pavment—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 an{;n stallment
thereof, for a period not to ex six months from the date pre.
scribed for the payment 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) VoLuxrary Apvance Paymext—A tax imposed by this title,
or any installment thereof, may be paid, at the election of the tax-
payer, prior to the date pr&scrlged for its payment.

{a} _Apvaxce Pavuexr v Case or Jrorawoy.—For advance pay-
ment in case of jeopardy, see section 146,

(f) Tax Wrrinmern ar Sovnce—For requirement of withholding
tax at the source in the case of nonresident aliens and foreign cor-
porations, and in the case of so-called “tax-free covenant bonds,”
see sections 143 and 144

(g) Fracrmioxar Pagrs or CentT.—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) Receiprs.—Every collector to whom any payment of any
income tax is made shall upon request give to the person making
such payment & full written or printed receipt, stating the amount
paid and the particular account for which such payment was made;
and whenever any debtor pays tuxes on account of payments made
or to be made by him to separate creditors the collector shall, if
requested by such debtor, give a separate receipt for the tax paid
on account of each creditor in such form that the debtor ean con-
veniently produce such receipts separately to his several creditors
in satisfaction of their respective demands up to the amounts stated
in the receipts; and such receipt shall be suflicient evidence in favor
of such debtor to justify him in withholding from his next payment
to his creditor the amount therein stated ; but the creditor may, upon
giving to his debtor a full written receipt acknowledging the pay-
ment to him of any sum actually paid and accepting the amount of
tax paid as aforesaid (specifying the same) as a further satisfaction
of tFl: debt to that amount, require the surrender to him of such
collector’s receipt.

SEC. 57. EXAMINATION OF RETURN AND DETERMINATION OF TAX,

As soon as practicable after the return is filed the Commissioner
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 fraud in
the nonpayment of tax or failure to file return therefor, ses Sup-
plement M.

{b) For criminal penalties for nonpayment of tax or failure to
file return therefor, see section 1435.

SEC. 59. ADMINISTRATIVE PROCEEDINGS.

For administrative proceedings in reﬁ]pect of the nonpayment or

overpayment of a tax imposed by this title, see as follows:
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é:) Supplement L, relating to assessment and collection of
deficiencies,

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

Ecg Supplement N, relating to claims against transferees
fiduciaries.

{d) Supplement O, relating to overpayments.

Part VI—Miscellaneous Provisions

SEC. 61. LAWS MADE APPFLICABLE.

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

SEC. 62. RULES AND REGULATIONS.

The Commissioner, with the approval of the Secretary, shall pre-
scribe and publish all needful rules and regulations for the enforce-
ment of this title.

SEC. 63. TAXES IN LIEU OF TAXES UNDER 1928 ACT.

The taxes imposed by this title shall be in lien of the correspond-
ing taxes imposed by the sections of the Revenue Act of 1928 bearing
the same numbers.

SEC. 64. SHORT TITLE.
This title may be cited as the * Income Tax Act of 1032."

8EC. 65, EFFECTIVE DATE OF TITLE,

This title shall take effect as of January 1, 1832, except that
eections 145 and 150, and this section, shall take effect on the enact-
ment of this Act.

SUBTITLE C—SUPPLEMENTAL PROVISIONS

Supplement A—Rates of Tax
[Bupplensentary to Habtitie B, Part 1)

SEC. 101. CAPITAL NET GAINS AND LOSSES,

(a) Tax 1x Cask or Carrrar Ner Gars.—In the ease of any tax-
payer, other than a corporation, who for any taxable year derives a
capital net gain (as hereinafter defined in ij;is seu::tinn]}, there shall,
at the election of the taxpaver, be levied, collected, and paid, in lieu
of all other taxes imposed by this title, a tax determined as follows:
A partial tax shall first be computed upon the basis of the ordinary
net income at the rates and in the manner as if this section had not
been enacted and the total tax shall be this amount plus 1214 per
centum of the capital net gain.

(b) Tax v Case or Cavrrarn Ner Loss—In the case of any tax-
paver, other than a corporation, who for any taxable year sustpins
& capitnl net loss (as hereinafter defined in this section}, there shall
be levied, collected, and paid, in lieu of all other taxes imposed by
this title, a tax determined as follows: a partial tax shall first be
Cﬂlll]‘.ll.lh!(i upon the basis of the ordinary net Income at the rates
and in the manner as if this section had not been enacted, and the
total tax shall be this amount minus 1244 per centum of the mEital
net loss; but in no case shall the tax of a taxpayer who has sustained
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8 capital net loss be less than the tax computed without regard to
rovisions of this section.
(¢) Derrvrrions—For the purposes of this title—
1) “Capital pain " means taxable gain from the sale or
BXC mngu of capital assets consummated after December 31, 1921,

12) apital loss ™ means deduetible loss resulting from the
sale or exchange of capital assets,

(3) * Cag'ila deductions " means such deductions as are allowed
by section 2% for the [‘ltlrﬁfm of computing net income, and are
properly allocable to or chargeable against capital assets sold or
exchanged during the taxable year.

(4) * Ordinary deductions " means the deductions allowed by
seetion 230 other than capital losses and eapital deductions,

(5) * Capital net gain” means the excess of the total amount
of capital gain over the sum of (A) the capital deductions and
capital losses, plus (B) the amount, if any, by which the ovdinary
deductions exceed the gross income computed without including
capital gains.

?G} Capital net loss™ means the excess of the sum of the
capital losses plus the capital deductions over the total amount of
capital f_:ain._ s .

(7} “Ordingry net income " means the net income, computed
in accordance with the provisions of this title, after excluding all
items of capital gain, eapital loss, and eapital deductions,

(8) “ Capital assets " means property held by the taxpayer for
more than two years (whether or not connected with his trade or
business), but does not include stock in trade of the taxpayer or
other property of a kind which would properly be included in the
inventory of the tnEFnyer if on hand at the close of the taxable
year, or property held by the taxpayer primarily for sale in the
course of his trade or business, For the purposes of this
definjtion—

{A) In determining the period for which the taxpayer 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 received has, for
the purpose of determining gain or loss from & sale or exchange,
the zame basis in whole or in part in his hands as the property
exchanged.

(B) In determining the period for which the taxpayer has
held i:rupr.*rtv however acquired there shall be included 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 guin 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.

() In &Eterminin_g the Eerim] for which the taxpayer has
held stock or securities received upon a distribution where no
gan 1= recogmized to the distribotee under the provisions of
section 112 (g) of this Act or the Revenue Act of 1928, there
shall be included the period for which he held the stock or
securities in the distributing eorporation prior to the receipt
of the stock or securities upon such distribution.

= L
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(D) In determining the period for which the taxpayer has
held stock or securities the acquisition of which (or the contract
or r:f)tiun to acguire which) resulted in the nondeductibility
{under section 118 of this Act or the Revenue Act of 1928, relat-

ing to wash sales) of the loss from the =sale or other disposition
ngal.'lhﬁf.ﬁntil,“j’ identical stock or seeurities, 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.

d} Cornecrion axp Parsext oF Tax—The total tax determined
under subsection (a) or (b) shall be collected and paid in the same
manner, at the same time, and subject to the same provisions of law,
including penalties, as other taxes under this title.

SEC. 102. SALE OF MINES AND OIL OR GAS WELLS.

(a) In the case of a bona fide sale of mines; oil or gas wells, or
any inferest therein, where the principal value of the property has
been demomstrated by prospecting or exploration and discovery
work done by the taxpayer, the portion of the tax imposed by sec-
tion 12 of this title attributable to such sale shall not exceed 16 per
centum of the selling price of such property or interest,

(b} For limitation to 1214 per centum rate of tax, see section 101,
SEC. 103. EXEMPTIONS FROM TAX ON CORPORATIONS.

The following organizations shall be exempt from taxation under
this title—

{1} Labor, agrieultural, or horticultural organizations;
2) Mutual savings banks not having a capital stock repre-
sented by shares;

(3) Fraternal beneficiary socielies, orders, or associations, (A)
operating under the lodge system or for the exclusive benefit of

e members of & frntmnil}y itself operating under the lodge sys-
tem; and (B) providing for the payment of life, sick, accident,
or other benefits to the members of such society, order, or asso-
eiation or their dependents;

(4) Domestic building and lean associations substantially all
the business of which iz confined to making loans to members; and
cooperative banks without capital stock organized and operated
for mutual purpoeses and without profit;

(5) Cemetery companies D\meé) nnd operated exelusively for
the benefit of lﬂﬂr members or which are not operated for profit;
and any corporation chartered solely for burial purposes as a cem-
etery 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
gshareholder or individual ;

(6) Corporations, and any community chest, fund, or founda-
tion, organized and operated exclusively for religious, charitable,
ecientific, literary, or educationn] purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of
which invures to the benefit of any private sharcholder or
individual;

T) Business leagrues, chinmbers of commerce, real-estate boards,
or boards of trade, not organized for profit and no part of the
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net earnings of which inures to the benefit of any private share-
holder or individual ;

(8) Civic leagues or organizations not organized for profit but
operated exclusively for the promotion of social welfare, or
associations of mpigyees, the membership of which is limited to
the employees of a designated person or persons in a particular
municipality, and the net earnings of which are devoted exclusively
to charitable, educational, or recreational purposes;

{%) Clubs organized and operated exclusively for j1:»1*&:31.-3111-:’.1,
recreation, and other nonprefitable purposes, no part of the net
earnings of which inures to the benefit of any private shareholder;

(10) Benevolent life insurance associations of a purely local
character, mutual ditch or irrigation companies, mutual or
coo ive telephone companies, or like organizations; but onl
if 55 per centum or more of the income consists of amounts col-
lected from members for the sole purpose of meeting losses and

e

Ell} I":armers‘ or other mutual hail, eyelone, casualty, or fire
insurance companies or mssociations (including interinsurers and
rﬁcipmml unfemri%n income of which is used or held for
the pu of payin O eX[enses;

(12) ;i&rme:a*, frtﬁt Lgmwers'. or like associations organized and
ng-erata& on & cooperative basis (a) for the purpose of marketing
the products of members or other producers, and turning back to
them the proceeds of sdles, 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 turn-
ing over such supplies and equipment to them at actual cost, plus
necessary expenses.  Exemption shall not be denied any such asso-
ciation because it has capital stocle, 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 iss
and if substantially all such stock (other than nonvoting prefe
stock, the owners of which are not entitled or permitted to par-
ticipate, directly or indirectly, in the profits of the associution,
upon dissolution or otherwise, beyond the fixed dividends) is
owned by producers who market their products or purchase their
supplies and &qllif)ment through the association; mnor shall
exemption be denied any such association because there is aceumn-
lated and maintained by it & reserve required by State law or a
rensonable reserve for any necessary purpose. Such an associa-
tion may market the products of nonmembers in an amount tha
value of which does not exceed the value of the products marketed
for members, and may purchase supplies and equipment for non-
members in an amount the value of which does not exceed the
value of the supplies and equipment purchased for members, pro-
vided the value of the purchases made for persons who are neither
members nor producers does not exceed 15 per centum of the valus
of all its purchases;

(138} Corporations erganized by an association exempt under the
provisions of paragraph {12), or members thereof, for the purpose
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of financing the ordinary crop operations of such members or other

roducers, and operated in conjunction with such association.

emption shall not be denied any such corporation because it has
eapital 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 I

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 participate, directly

or indirectly, in the profits of the corporation, upon dissolution or

otherwize, ﬂyﬂud the fixed dividends) is owned by such associa-

tion, or members thereof; nor shall exemption denied any
such corporation becanse thers is accumulated and maintained

by it a reserve required by State law or a reasonable reserve for

ANY TECEsSATY purpose;

(14) Corporations organized for the exclusive purpose of hold-
ing title to property, collecting income therefrom, and turning over
the entire amount tl’aemo!, less expenses, to an organization which
itself is exempt from the tax imposed by this title;

15) Federal land banks, national farm-loan associntions, and
Federal intermediate credit banks, as provided in the Federal
Farm Loan Act, as amended;

{16) Voluntary employees’ beneficiary associations 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 benefit of any private shareholder or individual, and {II{

B3 per centum or more of the income consists of amounts collectec

from members for the sole purpose of making such pauyments 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 shareholder or individual, and (B) the income consists
solely of amounts received from public taxation, amounts received
from sassessments u?qn the teaching saluries of members, and
income in respect of investments.

BEC. 104. ACCUMULATION OF SURPLUS TO EVADE SURTAXES.

(a) If any corporation, however ereated or organized, is forimed or
availed of for the purpose of preventing the imposition of the surtax
upon its shat‘ehﬂlgars through the medium of permitting its gains
and profits to accumulate instead of being divided or uT'ia‘tribi.liud,
there shall be levied, collected, and paid for each taxable year upon
the net income of such corporation a tax equal to 50 per centum
of the amount thereof, which shall be in addition to the tax imposed
by section 13 and shall be computed, collected, and paid upon the
same basis and in the same manner and subject to the samo provisions
of law, including penalties, as that tax.

{b) ,I'hl} fact that any corporation is a mere holding or investment
company, or that the gains or profite are permitted to aceumulate |
beyond the ressonable needs nfp the business, shall be prima facie .
evidence of & purpose to escape the surtax, |
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(o) As used In this section the term * net incoms ™ means ths ned
inecome g defined in section 21, increased by the sum of the amount
of the dividend deduction allowed under section 23(p) and the
amount of the interest on obligations of the United States issued
after September 1, 1917, which would be subject to tax in whole
or in part in the hands of an individual owner.

(d) The tax imposed by this section shall not apply if all the
sharsholders of the corporation include (at the time of filing their
returns) in their gross income their entire distributive shares,
whether distributed or not, of the net incoms of the corporation for
such year. Any amount so included in the gross incorne of a ghare.
holder shall be treated as & dividend received. Any subsequent dis-
tribution made by the cm@-omion out of the earnings or profits for
guch taxable year ghall, if distributed to any shareholder who has
g0 included in hi= gross income his distributive share, be exempt
from tax in the amount of the share so included.

BEC. 105. TAXABLE PERIOD EMBRACING YEARS WITH DIFFERENT
LAWSE.

If it ie necessary to compute the tax for a period bﬁg'innjng in ona
calemdar year (hereinafter in this section called * first calendar
year") and ending in the following calendar year (hereinafter in
this section called “ second ealendar year ") and the law applicable to
the second calendar year is different from the law applicable to
the first calendar year, then the tax under this title for the period
ending during the second calendar year shall be in the sum oﬁnl}
the same proportion of a tax for the entire period, determined under
the law applicable to the first calendar year and at the rates for such

ear, whigg the ion of such period falling within the first ealen-
gu ear is of the entire period; and (2) the same proportion of a
tax for the entire period, deteriined under the law applicable to the
pecond calendar year and at the rates for such year, which the por-
tion of aucgdparind falling within the second calendar year is nfut;ﬂ
entire period.

Supplement B—Computation of Net Income
[Bupplementary to Bubtitle B, Part I1]

BEC. 111. DETERMINATION OF AMOUNT OF GAIN OR LOSS, _
ri:g CosroraTion of Garv or Loss—Except as hereinafter pro-
vided in this section, the gain from the sale or other disposition of
roperty shall be the excess of the amount realized therefrom over
the adjusted basis provided in section 113(b}, and the loss shall be
the excess of such basis over the amount realized.

(b) Asovst Reavmzep—The amount realized from the sals or
other disposition of property shall be the sum of any money
received plus the fair market value of the property Sother than
money ) received.

¢} Recoowition oF Gary or Loss—In the case of & eale 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 provisions of section 112.
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(d) Inerarzmewt Sarrs—Nothing in this section ghall be con-
strued to prevent (in the case of property sold under contract provid-
ing for payment in installmun!sfthﬂr_ taxation of that portion of an
installment payment representing gain or profit in the year in whic
snch payment is received,

BEC. 112. RECOGNITION OF GAIN OR LOSS.

(a) Gexerarn Rune—Upon the sale or exchange of property the
entire amount of the gain or loss, determined under section 111,
ghall be recognized, except as hercinafter provided in this section.
(b) Excuaneces SoreLy 18 Kixn—

1) PrOPERTY HELD FOR PRODUCTIVE USE OR INVESTMENT.—No
gain or loss shall be recognized if property held for productive
usze 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 ex-
changed solely for property of a like kind to be held either for
productive use in trade or business or for investment.

(2) Stock ¥om STOCK OF sAME CORPORATION.—No gain or loss
shall be recognized if common stock in a corporation 18 exchanged
solely for common stock in the same meliporatim, or if
stock in a corporation is exchanged solely for prefe stock in
the same corporation.

(8) Srock ror STOCK ON REORGANIZATION.—No gain or loss shall
be recognized if stock or securities in a corporation a party to a
reorganization are, in pursuance 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—Gan oF corPorRATION.—No gain or loss shall be ree-
ognized if a corporation a pﬂl‘t{ te s reorganization exchan
pruiertj', in pursuance of the plan of reorganization, solely for
stock or securities in another corporation a party to the reorgani-
zation.

(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 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 para-
graph shall apply nnl{mif the amount of the stock and securities
received by each is substantially in proportion to his interest in
the property prior to the exchange.

(e) Gax From Exounaxces wor Sovery 1xv Kivo—

31} If an exchange would be within the provisions of subsection

}b (1), (2), (8), or (5) of this section if it were not for the

act that the property received in exchange consists not only of
property permitted by such paragraph to E: received without the
recognition of gain, but also of other property or money, then
the gain, if any, to the recipient shall Ere 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 reorgani-
eation is within the provisions of paragraph (1) of this subsection
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but has the effect of the distribution of s taxzabls dividend, then

el ookl Yo S g g g

amount o under s

excess of his ratElhil: ghare of the un&istriabutad Pnn;&&a and profits

of the corporation accumulasted after February 1918, The

remainder, if any, of the gain recognized under paragraph (1)

uhnﬂbatmdulgninfrummamhlngau:fguperty,

d) Bame—(Gax or Comromation.—If an exchange would be
within the provisions of subsection (b) [ﬂ of this section if it were
not for the fact that the property received in exchange consists not
only of etock or securities permitted by such pa.l;grnph to be
recaived without the recognition of grin, but also of other property
or money, then—

(1) 1# the corporation receiving such other property or money
distributes it in pursuance of the plan of reorganization, no pain
to the oration shall be recognized from the exchange, but

(2) If the corporation receiving such other property 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
emount not in excess of sum of soch money and the fair
market value of such other property so received, which is not so
distributed.

(e} Loss rrox Excravces Nor Sorey in Kixo—If an exchange
would be within the provisions of subsection (b) (1) to (5), inclu-
sive, of this section if it were not for the fact that the property
received in exchange consists not only of property permtted by
such paragraph to be received without the recognition of ganin or
loss, but of other pm{i)ert}r or money, then no loss from the
exchange shall be recognized.

(f) ImvorusTtary Coxversions.—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 condemnation, or the t.fmmt or imminence
thereof) is compulsorily or involuntarily converted into property
gimilar or related in service or wse to the property eo converted, or
into money which is forthwith in faith, under lations pre-
scribed by the Commissioner with the approval 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 aequisition of
control of a corporation owning such other property, or in tha
establishment of a replacement fund, no gain or loss shall ba recog-
nized. If any part cFLhu money is not o expended, the gain, if any,
ghall be recognized, but in an amount not in excesa of the money
which is not so expended.

g) Distrinvrion o Stocr on Reoroawmarion,—If there is dis-
tributed, in pursuanece of a plan of reorganization, to & sharcholder
in @ corporation a party to the reorganization, stock or securities
in such corporation or in another corporation a party to the reor-
ganization, without the surrender by such sharcholder of stock or
securities in such & corporation, no gain to the distributee from the
receipt of such stock or securities shall be recognized.

(h) Same—Errecr ox Forone Dismmnorions—The distribution,
in pursuance of a plan of reorganization, by or on behalf of a
corporation & party to the reorganization, of its gtock or securities or
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stock or gecurities in a corporation a party to the reo tion, if
no gain to the distributee from the receipt of such or secu-
rities was recognized by law, shall not be considered s distribution
of earnings or profits within the meaning of eection 115(b) for
the purpose of determining the taxability of subsequent distributions
by 31& corporation.

(i) Derrxtriow or ReoraaxizarioNn —As used in this section and
sections 113 and 115—

1) The term “reorganization ™ means (A) & merger or con-
solidation (ineludin e acquisition by one corporation of at
least & majority of the voting stock and at least a majority of the
total number of shares of all other classes of stock of another
corporation, or substantinlly all the properties of another corpo-
ration), or {B) a transfer by a corporation of all or & part of its
assets to another corporation if immediately after the transfer the
transferor or its stockholders or both are in control of the corpo-
ration to which the assets are transferred, or (C) a recapitalization,
or (D) a mere change in identity, form, or place of organization,
however effected.

(2) The term “a party to a reorganization " includes a corpo-
ration resulting from a reorganization and includes both corpora-
tions in the case of an acquisition by one corporation of at lenst a
majority of the voting stock and at least a majority of the total
nutqnlx;-r of shares of all other classes of stock of another corpo-
ration.

(1) Derinyron or Coxtror.—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 centumn of the total number of
ghares of all other classes of stock of the corporation.

(k) Foreaxw Conrorations.—In determining the extent to which
gain shall be recogmized in the case of any of the exchanges or dis-
tributions (made after the date of the enmetment of this Act
described in subsection (b) (3), (4), or (6), or described in so muc
of subsection (¢) as refers to subzection | }{E} or (8); or deseribed
in subsection (d) or (g), a foreign corporation shall not be con-
sidercd as a corporation unless, prior to such exchange or distribu-
tion, it has been established to the satisfaction of the Commissioner
that such exchange or distribution is not in pursuance of a plan
having as one of its principal purposes the avoidance of Fec{)nral
income taxes,
8EC. 113. ADJUSTED BASIS FOR DETERMINING GAIN OR LOSS,

(a) Basis (Uxansvsten) o Prorerty.—The basia of property
ghall be the cost of such property; except that—

1) Ixvexrtory vanve—If the property should have lLeen
included in the last inventory, the basis shall be the last inventory
value thereof,

(2) Girrs artEr pECEMBER 31, 1920.—If the property was
acquired by gift after December 31, 1920, the basis shall bo 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. 1f the facts necessary
to determine such basis are unknown to the donee, the Commis-
sioner shall, if possible, obtain such facts from such domor or last
preceding owner, or any other person cognizant thereof. If the
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Commissioner finds it impossible to obtain such facts, the basis
shall be the fair market value of such property as found by the
Commissioner as of the date or approximate date at which,
according to the best information that the Commissioner is able
to obtain, such property was acquired by such donor or last preced-
ing owner.

{8) TuawsFer IN THUST AFTER DECEMBER 81, 1620—1f the prop-
erty was acquired after December 31, 1920, by o transfer in trust
(other than by a transfer in trust by a bequest or devise) the basis
ghall 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

ized to the grantor upon such transfer under the law
ap ﬁ:‘,ﬁhlu to the year in which the transfer was made.

&} (31FT OR TRANSFER IN TRUST BEFORE JANUARY 1, 1821.—I1f the

roperty was acquired by gift or transfer in trust on or before

cember 31, 1920, the basis shall be the fair market value of such
property at the time of such acquisition. The provisions of this
paragraph shall apply to the acquisition of such property interests
as are specified in section 402 (e) of the Revenue Act of 1921, or in
section 802(f) of the Revenue Act of 1924 or the Revenue Act of
1926 (relating to pmp&rtfy passing under power of appointment})

ardless of the time of acquisition.
miﬂ} PROPERTY TRANSMITTED AT DEATH.—If personal property
was acquired by specific bequest, or if real property was acquired
by general or specific devise or by intestacy, the basis shall be the
fair market value of the property at the time of the death of the
decedent. If the property was acquired by the decedent’s estate
from the decedent, the basis in the hands of the estate shall be the =
fair market value of the property at the time of the death of the
decodent. In all other eases if the property was acquired either
by will or by intestacy, the basis shall be the fair market value of
the property at the time of the distribution to the taxpayer. In
the case of property transferred in trust to pay the income for lifa
to or upon the order or direction 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

antor's death shall, after such death, be the same as if the trust
:inmimnmt had been & will executed on the day of the grantor's

eath.

(6) Tax-FreE ExcHaxces GENERALLY.—If the property was
acquired upon an exchange deseribed in section 112 {E; to (e},
ineluzive, 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 less to the taxpayer that was recognized upon such
exchange under the law applicable to the year in which the
exchange was made. [If the property so acquired consisted in part
of the type of property permitted by section 112(b) to be recerved
without the recognition of gain or loss, and in part of other
Eﬁmpertf’ the basis provided n this paragraph shall be allocated

tween the properties (other than money) received, and for the
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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 paragraph shall not apply to property
acquired by a corporation by the issuance of its stock or securities
as the consideration in whole or in part for the transfer of the
property to il

{?}: RANSFERS TO CORFORATION WHERE CONTROL OF FPROFERTY
REMAINS IN SAME PERSON&-~—If the property was aequired after
December 31, 1017, by a corporation in connection with a reorgani-
zation, and mmletjillulj' after the transfer an interest or control
in such property of 50 per centum or more remaimned in the same

rsons or any of them, then the basis shall be the same as it would

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
t.I&:l transfer was made. This paragraph shall not apply if the
property aequired consists of stock or seeurities in a corporation
a party to the reorganization, unless acquired by the issuance of
stock or securities of the transferce as the consideration in whole
or in part for the transfer.

(8) ProPERTY ACQUIRED DY 188UANCE OF STOCK O AS PAID-IN SUR-
rLus.—I1f the property was acquired after December 31, 1820, by
a corporation—

{A) by the issuance of its stock or securities in connection
with a transaction deseribed in seetion 112(b) (53) (including
nlso, 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 puid-in surplus or as a contribution to eapital,

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 amonnt of loss recognized to the transferor upon such transfer
ltm:ier the law applicable to the year in which the transfer was
made,

(#) Tax-rmer msTmipoTioNs—If the property consists of stock
or securities distributed after December 81, 1923, to a taxpayer in
connection with a transaction described in section 112(g), the basig
in the case of the stock in respeet of which the distribution was
made shall be apportioned, under rules and regulations prescribed
by the Commissioner with the approval of the Secretary, between
such stock and the stock or securities distributed.

(10) InvorvNTany coNversioN.—If the property was acgnired
as the result of u compulsory or inveluntary conversion described
in section 112 (f), the basis shall be the same as in the case of the
pmgeggr so converted, decreased in the smount 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 taxable status of the gain
or loss upon such conversion, and increased in the amount of gain
or decrensed in the amount of loss to the taxpayer recognized npon
such conversion under the law applicable to the year in which
such conversion was made. )

(11) Wasn sares or srock~If the property consists of stock or
securities the acquisition of which (or the contract or option to
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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,
inereased or decreased, as the case may be, by the difference, if any,
between the ‘L]';ricr: at which the property was acquired and the price
at which such substantially identical stock or securities were sold
or otherwise disposed of.

(12) Prorerry acquinen vumiNg arFmaarion.—In the case of

FWPEH}. acquired by a mrﬂaratinn, during a period of affiliation,

rom a corporation with which it was affilinted, the basis of such
property, after such period of affiliation, shall be determined, in
accordance with regulations prescribed by the Commissioner with

the approval of the Secretary, without regard to inter-compan i

transactions in respect of which gain or loss was not recognize

For the purposes of this paragraph, the term * period of affilia-

tion " means the period during which such corporations were affili-

ated (determi in accordance with the law applicable thereto)
but does not include any taxable yesr beginning on or after Janu-
ary 1, 1922, unless a consolidated return was made, nor any taxable
year after the taxable year 1928. The basis in case of ;meerfj'

u%};imd by a corporation during any period, in the taxable year

1929 or any subsequent taxable year, in respect of which a con-

golidated return is made by such corporation under section 141 of

this Act or the Revenue Act of 1028, shall be determined in aceord-

ance with regulations prescribed under section 141 gh} of this Act

or the Revenue Act of 1928, 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, shall be adjusted in et of any

items relating to such period, in accordance with reguiatiuns pre-

seribed under section 141 {bi of this Act or the Revenue Act of

1028, applicable to such period.

(13) ‘Emsmt:nr ACQUIRED BEFORE MARCH 1, 1813.—In the case of
roperty acquired before March 1, 1913, if the basis otherwise

Eeterminetl under this subsection, adjusted as provided in subsec-

tion {‘h}, is less than the fair market value of the property as of

March 1, 1913, then the basis shall be such fair mm!;i&t 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) Apsusten DBasis—The adjusted basis for determining the
gain or loss from the sale or other disposition of property, whenever
acquired, shall be the basis determined nnder subsection {H.S._, adjusted
as hereinafter provided.

(1) Gexerav rune—Proper adjustment in respect of the prop-
erty shall in all cases be made—

(A) for expenditures, receipts, losses, or other items, properly
chargeable to eapital account, including taxes and other carrying
charges on unimproved and unproductive real property, but no
such adjustment shall be made for taxes or other carrying
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charges for which deductions have been taken by the taxpayer

in determining net income for the taxable year or prior taxable

ears;

7 {B) in respect of any period since February 28, 1913, for

exhaustion, wear and tear, obsolescence, amortization, and deple-

tion, to the extent allowed (but mot less than the amount
allowable) under this Aet or prior income tax laws. Whera
for any taxuble year prior to the taxable year 1032 the depletion
allownnce was umlp on discovery value or a percentage of
income, then the adjustment for depletion for such year shall bo
based on the depletion which would have been allowable for
such year if computed without reference to discovery value or

8 percentage of income; .

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

D) in the case of stock (to the extent not provided 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 distributions
made by a corporation, which was classified as a personal serviea
corporation under the provisions of the Revenus Act of 1918
or 1921, out of its carnings or profits which were taxzable in
accordance with the provisions of section 218 of the Revenua
Act of 1818 or 1921}

(2) Soesrrroren pasis—The term ¥ substituted basizs ™ as used
in this subsection means a basis determined under any provizion
of subsection (a) of this section or under any corres ronding
provision of a prior income tax law, providing that the basis
ghall be determined—

(A) by reference to the basis in the hands of a transferor,
donor, or grantor, or

(B) by refercnee to other property held at any time by tha

erson for whom the basis is to be determined.
Whenever it appears that the basis of property in the hands of
the taxpayer is o substituted basis, then the adjustments provided
in paragraph (1) of this subsection 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
property was held by the transferor, donor, or grantor, or during
which the other property was held Ly 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.
S8EC. 114. BASIS FOR DEPRECIATION AND IMEPLETION.
(a) Basis ror Deereciation.—The basis upon which exhaustion,
wear and tear, and obsolescence are to be allowed in respect of any
phm-pnrtjr shall be the adjusted basis provided in section 113(b) for
the purpose of determining the gain or loss upon the sale or other
disposition of such property.

&'%G Bass ror Derrierion.—

(1) Gewerar gune—The basis upon which depletion is to be
allowed in respect of any property shall be the adjusted basis
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provided in section 113&]:} for the purpose of determining the
gain or loss upon the sale or other disposition of such property,
except as provided in paragraphs {‘5', (3), and (4) of this
subsection,

{2) DISCOVERT VALUE IN cASE oF MiNEs—In the case of mines
(other than metal, conl or sulphur mines) discovered by the tax-

ayer after February 28, 1913, the basis for depletion shall be the
Emr market value of the property at the date of discovery or
within 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 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 deple-
tion) from the property upon which the discovery was made,
except that in no ease shall the depletion allowance be less than
it would be if computed without reference to discovery value,
Discoveries shall include minerals in commercial quantities con-
tained within a vein or deposit discovered in an existing mine or
mining tract by the taxpayer after February 28, 1915, if the vein
or deposit thus discovered was not merely the uninterrupted
extension of a continuing commercial vein or deposit already
known to exist, and if the discovered minerals are of sufficient
value and quantity that they could be separately mined and
marketed at & profit.

(3) PERCENTAGE DEPLETION FOI OIL AND GAS WeLLS—In the cass
of ol and gas wells the allowance for depletion shall be 2714 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 be less than it would be if computed without
reference to this paragraph.

(4) PERCENTAGE DEPLETION FOR COAL AND METAL MINES AND
suLrHUR—The allowance for depletion shall be, in the case of
coal mines, 5 per centum, in the ease of metal mines, 15 per centum,
and, in the case of sulphur mines or deposits, 25 per centum, of the
ﬁ;'um ineome from the property during the taxable year, excluding

m 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 for
the taxable year 1932 or 1953 be less than it would be if computed
without reference to this paragraph. A taxpayer making retura
for the taxable vear 1933 shall state in ﬂtICE return, as to each
property (or, if he first makes return in respect of a property for
any taxable vear after the taxable year 1033, then in such first
return), whether he eleets to have the depletion allowanee for
such property for succeeding taxable years computed with or
without reference to %ermntag-:- depletion, The depletion allow-
ance in respect of such property for all succeeding taxable years
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shall be computed according to the election thus made. If the
taxpayer fails to make such statement in the return, the depletion
allowance for such property for succeeding taxable years shall be
computed without reference to percentage dopletion, During the
eriod for which property acquired after December 31, 1933, is
Id by the taxpayer—
{.{ ) if the basis of the property in the hands of the taxpayer
iz, under section 113(a), determined by reference to the basig
in the hands of the transferor, donor, or grantor, then the deple.
tion allowance in respect of the property shall be computed with
or without reference to percentage depletion, according to the
method of computation which would have been applicable if the
transferor, donor, or grantor had continued to hold the prop-
erty, or
(? 1) if the basis of the roperty is, under section 113(a), de-
termined by reference to ‘ELB basis of other ?mperty previously
held by the taxpayer, then the depletion allowance in respect
of the property shall be computed with or without reference to
percentage depletion, sceording to the method of computation
which would have been applicable in respect of the property
previously held if the taxpayer had continued to hold such
property.

BEC. 115. DISTRIBUTIONS BY CORPORATIONS.

(a) Dermsrrion oF Divioesp.—The term * dividend " when used
in this title (except in section 203 (a) (4) and section 208(c¢) (1),
relating to insurance companies) means any distribation made by a
corporation to its shareholders, whether in money or in other prop-
erty, out of its earnings or profits aceumulated after Febroary 238,
191,

(b) Bovrce or Disrrreurioys—For the purposes of this Act every
distribntion is made out of earnings or profits to the extent thereof,
and from the most recently accumulated earnings or profits. Any
earnings or profits accumulated, or increase in value of property
aceried, hefore March 1, 1913, may be distributed exempt from tax,
after the earnings and profits accumulated after February 28, 1913,
have been distribmted, but any such tax-free distribution shall be
applied against and reduce the basis of the stock provided in section
118,

(¢) Dismrmomoss v LigumaTiox.—Amounts distributed in com-
plete liguidation of a corporation shall be treated as in full payment
mn-exchange for the stock, and amounts distributed in partial liguida-
tion of a corporation shall be treated as in part or full payment in
exchange for the stock. The gain or loss to the distributes resultin
from such exchange shall be determined under section 111, but shal
be recognized only to the extent provided in section 112, In the case
of amounts distributed in partial liquidation (other than a distribu-
tion within the provisions of section 112(h} of stock or sceurities in
connection with a reorganization) the part of such distribution
which is properly chargeable to eapital account shall not be con-
gidered a distribution of earnings or profits within the meaning of
subsection (b) of this section for the purpose of determining the
taxability of subsequent distributions by the corporation.
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(d) Oruer Distmmuriowns srom Carrran—If any distribution
(not in partial or complete liquidation) made by a corporation to
its sharcholders 15 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
basis of the stock provided in section 113, and if in excess of such
basis, such excess shall be taxable in the saine manner as a gain
from the sale or exchange of property.

{e) Disrmnurions vy Percoxar Service ConroraTions.—Any dis-
tribution made by a corporation, which was classified as a personal
gervice 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 Reve-
nue Act of 1918 or section 218 of the Revenue Act of 1921, shall be
exempt from tax to the distributees.

t (f) Stocr Divipexms—A stock dividend shall not be subject to
AX.

(g) Repemrrion oF Stock—I1f o corporation cancels or redeems
its stock (whether or not such stock was issued as a stock dividend)
at such time and in such manner as to make the distribution and
cancellation or redemption in whole or in part essentially cquivalent
to the distribution 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 accumulated after
February 28, 1913, shall be treated as a taxable dividend.

{h) Derisition or Parman Ligquipation.—As used in this section
the term * amounts distributed in partial liquidation ™ means a dis-
tribution by a corporation in complete cancellation or redemption of
a part of its stock, or one of a series of distributions in complete
eancellation or redemption of all or a portion of its stock.

BEC. 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:

(o) Earwen Incosme rrov Sovrces Wrirnoor Uwsrren 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 durinﬁ
the taxable year, amounts received from sources without the Unite
States (except amounts paid by the United States or any agency
thereof) if such amounts constitute earned income; but euch indi-
vidual shall not be allowed as a deduction from his gross income any
deductions properly alloeable to or chargeable against amounts
excluded from gross income under this subsection, As used in this
subssction the term ¥ carned ineome ™ means wages, silaries, profes-
sional fees, and other amounts received as compensation for personal
gervices actually rendered, but does not incinde that part of the
compensation derived by the taxpaver for personazl services rendered
by him to a corporation which represents o distribution of earnin
or profits rather than a reasonable allowance as compensation for the
personal services actually rendered. In the case of a taxpayer
engaged in g trade or business in which both personal services and
capital are material income producing factors, a reasonable allow-
ance as compensation for the personal services actually rendered by
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the taxpayer; 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) Teacurns 1x Avasga axp Hawair—In the case of an indi-
vidual employed by Alaska or Hawaii or any political subdivision
thereof as n teacher in any educational institution, the eompensation
received as such. This subsection shall not exempt compensation paid
directly or indirectly by the Government of the United States. Sub-
gection (b) of section 5 of the Act entitled “An Act to provide a
government for the Territory of Hawan ¥, approved April 50, 1800,
s amended by the Act entitled “An Act to nmend section 5 of the
Act entitled *An Act to provide a government for the Territory of
Hawaii *, approved Aprif‘aﬂ, 1900 ", approved April 12, 1030 [U. 8.
C., Sup. V, title 48, sec. 495(b) ], is repealed as of January 1, 1932,

(e} Imcome or Forrtax Goverxmrxts—The income of forei
governments received from investments in the United States in
stocks, bonds, or other domestic securities, owned by such foreipn
governments, or from interest on deposits in banks in the United
States of moneys belonging to such fureign governments, or from
any other source within the United States,

(d) Ixcome or Svares, Mosicreanrres, Erc.—Income derived
from any public utility or the exercise of any essential governmental
function and accruing to any State, Territory, or the District of
Columbia, or any political subdivision of a State or Territory, or
income aceruing to the Government of any possession of the United
States, or any political subdivision thersof.

Whenever any State, Territory, or the Distriet of Columbia, or
any political subdivision of a State or Territory, prior to September
&, 1916, entered in good fmth into a contract with any person, the
object and purpose of which is to acquire, construet, operate, or
maintain & IEUb ic 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
werson and the State, Territory, t;)ullt.itul subdivision, or the

istrict of Columbia, and if, but for the impesition of the tax
imposad by this title, & part of such proceeds for the taxable year
would acerue 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
ghall be levied, assessed, collected, and paid in the manner and ag
the rates prescribed in this title, but there shall be refunded to
such State, Territory, political subdivision, or the IDistrict of

Columbia (under rules and regulations to be prescribed 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, political 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, ncerue directly
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to or for the use of such State, Territory, political subdivision, or
the District of Columbia, then the tax upon the net income of
such person from the operation of such public utility shall be
levied, n=sessed, collected, and paid in the manner and at the rates
rescribed in this title,
W_?a} Brinoes to ne Acquired vy State or Porrrican Sousorvisron.—
ienever any State or political subdivision thereof, in pursuance of
& contract to which it is not a party entered into before the enactment
of the Revenue Aot of 1928, is to acquire a bridge—

i[l} 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 applied for the benefit of such State or political
subdivision, then a tax upon the net income from the operation
of such bridge shall be ieviml, assessed, collected, and paid in
the manner und at the rates prescribed in this tatle, but there
ghall be refunded to such State or political subdivision (under
rules and regulations to be pre&'cril:raf by the Commissioner with
the appmvaguf the Secrelary) 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 tha
benefit of such State or political subdivision, bears to the amount
of the net income from the operation of such bridge for such
taxable vear. No such refund shall be made unless the entire
amount of the refund is to be applied in part payment for the
pequisition 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, scerne 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 preseribed in this title,

(I} Dovipenos rroym “ Ciixa Trapx Acr” Corporariox.—In the
case of a person, amounts distributed as dividends to or for his
benefit by a corporation organized under the China Trade Aet, 1922
if, nt the time of such distribution, he iz a resident of China, nmi
the equitable right to the income of the shares of stock of the eorpo-
ration iz in good faith vested in him,

(g) Sureowxens’ Prorecrion axp Ixpexxrry Assocrarions—The
receipts of shipowners’ mutual protection and indemnity associations
not organized for profit, and no part of the net earnings of which
inures to the benefit of any private sharcholder; but such corporations
shall be subject as other persons to the tax upon their net income
from interest, dividends, and rents.

SEC. 117. NET LOSSES.

(a) Derrxrmon or * Ner Loss."—As wsed 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 linitations:
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(1) Nox-nusiwess pEnvcrions.—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) Carrrar rosses.—In the ecase of a taxpayer other than a
vorporation, deductions for capital losses otherwise allowed by
law shall be allowed only to the extent of the capital gains;

(3) Derirrion—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 [-13;

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

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

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

(b) Ner Loss asa Depverion.—If, for any taxable year, it appears
u the production of evidence satisfactory to the Commissioner
t]fa?tn any taxpayer has sustained s net loss, the amount thereof shall
be allowed as a deduction in computing the net income of the tax-

er for the succeading taxable ¢ (hereinafter in this section
called “ second yea;l;::{; the deduction in all cases to be made under
Eguﬁl:::’_&m prescribed by the Commissioner with the approval of

] elary.

{c) Caprrar Ner Gamv v Seconp Yrar—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
spplied as a deduction in computing the ordinary net income for
such year. If the deduction is in excess of the ordinary net incoms
'Sgom&t.ad without such deductionf the amount of such excess shall

en be applied against the capital net pain for such year.

(d) Ner Losses ror 1080 or 1031.—If for the taxable year 1950 a
taxpayer sustained a net loss within the provisions of the Revenue
Act of 1928, the amount of such net loss shall not be allowed 8s a
deduction in computing net income under this title. If for the
taxable year 1831 a taxpayer sustained a net loss within the provi-
sions of the Revenue Act of 1028, the amount of such net loss shall
be allowed as 8 deduetion 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, onder this Aet, allowed as a
deduction for the succeeding taxable year,

(e) Fiscar Year Rervexe—If a t.uxp!?'ur makes return for 8
period beginning in one ealendar year (hereinafter in this sub.
section called “ first ealendar vear ") and ending in ths following
ealendar year (hereinafter in this subsection cu.]lcﬁ “ gecond calendar
;’:-ar ™ and the law applicable to the second calendar year is different

rom the law applieable 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,
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determined under the law applicable to the first calendar year, which
the portion of such period Fn]ling 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 15 of the entire period.

SEC. 118, LOSS FROM WASH SALES OF STOCK OR SECURITIES.

(a) In the cuse of any loss claimed to hava been sustained from
any sale or other disposition of shares of stock or securities where it
appears that, within a period beginning 30 days before the date
o‘} 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 seclion 23 ﬁu} {2) 3 nor shall sueh deduction be allowed under
section 23 (f) unless the elaim is made by a corporation, a dealer in
stocks or securities, and with respeet to a transaction made in the
ordinary course of its business,

(b} 13% the smount of stock or securities aequired (or covered b
the contract or option to acquire) is less than the amount of stoc
or securitics 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 regula-
tions prescribed by the Commissioner with the approval of the
Secretary.

(e} I?'thﬂ amount of stock or securities acquired (or covered by
the contract or option to acquire) is not less than the amount of
stock or seeurities sold or otherwise dispesed 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 Sceretary.

SEC. 119, INCOME FROM SOURCES WITHIN UNITED STATES.

(n) Gross Ixcome From Sovmrcks 'y Usrren Stares—The fol-
lowing items of gross income shall be treated as income from sources
within the United States:

(1} Isveeesr——Interest on bonds, notes, or other interest-bear-
ing obligations of residents, corporate or otherwise, not includin

A? interest on deposits with persons carrving on the banlkine
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 I‘(‘tﬂi\'(fﬂ from a resident alien individual, o resi-
dent foreign corporation, or a domestic corporation, when it is
shown io the satisfaction 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 seetion,
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
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(C) income derived by a foreign central bank of issue from
bankers’ acceptances; :

(2) Divioexps—The amount received as dividends—

(A} from a domestic corporation other than a corporation
entitled to the benefits of section 251, and other than a corpora-
tion less than 20 per centum of whose gross income is shown to
the satisfaction of the Commissioner to have been derived from
gources within the United States, as determined under the pro-
visions of this section, for the three-year period ending with
the close of the taxable year of such corporation 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 uwnless 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 pre-
ceding the declaration of such dividends (or for such part of
such period as the corporation has been in existence) was
derived from sources within the United States as determined
under the provisions of this section;

{3) Pensoxar semvices—Clompensation for labor or personal
gervices performed in the United States;

(4) Rexrars anp rovavries—Rentals or royalties from prop-
erty located in the United States or from any interest in such
property, including rentals or rovalties for the use of or for the
privilege of using in the United States, patents, copyrights, secret

rocesses and formulas, good will, trade-marks, trade brands,

?rnnnhiaes, and other like property ; and

(56) SaLe oF mEAL rmmw.—éains, rofits, and income from
the sale of real property located in the United States.

(b) Ner Ixcome rroM Sovnces 18 Usirep Stares—From the
items of ;['rusﬂ income specificd in subsection (a) of this section
there shall be deducted the expenses, losses, and other deductions
properly apportioned or allocated thereto and a ratable part of any
aﬁpunm, oszes, or other deductions which can not definitely be
gllocated to some item or class of pross income., The remainder, if
any, shall be included in full as net income from sources within
the United States.

{Ic} Gross Ixcome rroyM Souvrces Wrrnovr Usiren Stares.—The
following items of gross income shall be treated as income from
gources without the United Btates:

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

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

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

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

{5) Gains, profits, and ineome from the sale of real property
logated without the United States,
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(d) Ner Income vrom Sovrcrs Wrrnovr Usrren Stares—From
the items of gross income specified in subsection (c) of this section
there shall be, deducted the expenses, losses, and other deductions
properly apportioned or allorated thereto, and a ratable part of any
oxpenses, losces, 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 ns net income from sources without the
United States.

(e) Imxcome rnom Soveces Pawrry Wirmix axp Pawrny Wirmoor
Usrren Srarves—Itemns of gross income, exponses, losses and dedue-
tions, other than those specified in subsections (a) and (c) of this
section, shall be allocated or apportioned to sources within or without
the United States, under rufe-s and rezulations preseribed by the
Commissioner with the approval of the Secretary. Where items of

roz= income are separately allocated to sources within the United
tates, there shall be deducted (for the purpose of computing the
net income therefrom) the expenses, lmeed and other deductions
properly apportioned or allocated thereto and o ratable part of other
expenses, losses or other deductions which can not definitely be
allocated to some item or class of gross income. The remainder, if
any, shall be included in full as net income from sources within the
United States. In the ease of gross income derived from sources
partly within and partly without the United States, the net incoma
may first be computed by deducting the expenses, losses, or other
uiuf;-:m'nus apportioned or all thereto and a ratable part of
any expenses, losses, or other deductions which can not definitely ba
allocated to some items or clazs 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
rescribed by the Commissioner with the approval of the Secretary.
Enins., profiis, and income from—
(1) transpertation or other services rendered partly within and
partly without the United States, or
(2) from the sale of persomal 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 UTnited States,
ghall be treated as derived parily from sources within and partly
from sources withont the United Stales. (Gains, profits and income
derived from the purchuse of personal property within and its sale
without the United States or from the purchase of personal property
without and its =ale within the United States, shall be treated as
derived entirely from sources within the eouniry in which sold
except that gains, profits, and income derived from the purchase o
personal property within the United States and its sale within a
possession of the United States or from the purchaso 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) Derrxrrions—As used in this section the waords “sale™ or
“gold " inelude “exchange” or “exchanged ™; and the word
“ produced ™ includes *created.,” “fabricated,” * manufactured,”
¥ pxtracted)” * processed,” * {:m‘nr}," or * aged."
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BEC. 120, UNLIMITED DEDUCTION FOR CHARITABLE AND OTHERR
CONTRIBUTIONS.

In the case of an individual if in the taxable year and in each of
tho ten preceding taxable years the amount of the contributions or
gifts described in section 23(n) plus the amount of income, war-
profits, or excess-profits taxes paid during such year in respect of

receding taxable years, exeeeds 90 per centum of the taxpayer's net
mecome for each such year, as computed without the benefit of section
23(n), then the 15 per centum limit imposed by such section shall
not be applicable.

Supplement C—Credits Against Tax
| Bupplementary to Subtlile B, Parct 1

BEC. 131. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
UNITED STATES.

(a) Avrowawce oF Creorr—If the taxpayer signifies in his return
his desire to have the benefits of this section, the tax imposed by this
title shall be credited with:

(1) Crrizes axp pomesTic coRPORATION.—In the case of a citi-
zen of the United States and of a domestic corporation, the amount
of any income, war-profits, and excess-profits taxes paid or accrued
during the taxable year to any foreign country or to any possession
of the United States; and

{2) ResmexT oF UNITED sTATES—In the casa of a resident of
the United States, the amount of any such taxes paid or acerued
dutrling the taxable year to any possession of the United States;
an

(3) Arzex resmEsT 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, ifp the
foreign country of which such alien resident is a citizen or subject,
in imposing such taxes, allows a similar credit to citizens of the
United States residing in such country; and

4) Parrsensairs axp esTATES.—In the case of any such indi-
vidual who is a member of a partnership er a beneficiary of an
estate or trust, his proportionate share of such taxes of the lgutner-
ship or the estate or trust paid or acerued during the taxable year
to a foreign country or to any possession of the United States, as
the case may be.

{b} Lastrr on Creprr—The amount of the credit taken under this

gection shall be subject to each of the following limitations:

(1) The amount of the eredit in respect of the tax paid or
acerued 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 eredit shall not exceed the same
proportion of the tax against which such credit is taken, which
the taxpayer’s net income from sources withont the United States
bears to his entire net income for the same taxable vear.

{¢) ApsusrmExTts oN Pavsmest oF Accevep Taxes—If accrued
taxes when paid differ from the amounts claimed as credits by the
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taxpayer, or if any tax paid is refunded in whole or in part, the
taxpayer ehall notify the Commissioner, who shall redetermine tha
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 eredited or refunded to the taxpayer
in sccordance with the provisions of section 222, In the case of
such & 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 UCommissioner may require
conditioned upon the payment by the taxpayer of any amount o
tax found due upon any such redetermination; and the bond herein
prescribed shall contain such further conditions us the Commissioner
may require.

(d} Yean v Woien Cezorr Tawex.—The credits provided for
in this section may, at the option of the taxpayer nm_{ irrespective
of the method of a-:mnmt'mE employed in keeping his books, be
taken in the year in which the taxes of the foreign country or the

ion 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 eredits in the year in which the taxes of
the foreign country or the possession of the United States accrued,
the ecredits for all subsequent years shall be taken upon the same
basis, and no purt.iou of any such taxes shall be allowed as g dedue-
tion in the same or any succeeding year.

(e) Proor or Creprrs—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 incoms derived Trom
gources without the United States, determined as provided in section
119, (2) the amount of income derived from each country, the tax
paid or accrued to which is claimed as a eredit under this section, such
amount to be determined under rules and regulations prescribed b
the Commissioner with the approval of the Secretary, and (4) uﬂ
other information necessary for the verification and computation of
such credits.

(f) Taxes or Fomeox Suvssimary.—For the purposes of this
section a domestic corporation which owns a majority of the voting
gtock of a foreign corporation from which 1t receives dividends {not
deductible under section 23(p)) 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 nny foreign
country or to any possession of the United States, upon or with
respect to the accumulated profits of such 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
ghall in no case exceed the same proportion of the tax against which
credit is taken which the amount of such dividends rs to the
amount of the entire net income of the domestic corporation in which
such dividends are included. The term “ accumuluted 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,
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war-profits, and excess-profits taxes imposed upon or with res
to auE:h rofits or inmmli:; and the Gummissiﬁmi:'qwith the pr:\ﬁ:ﬁ
of the Secretary shall have full power to determine from the
accumulated ‘fmﬁts of what year or years such dividends were paid;
treating dividends paid in the first sixty :la;u of any year as having
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 earnings. In the case of a
foreign corporation, the income, war-profits, and excess-profits taxes
of which are determined on the basis 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.

) Corrorations Treaten as Forergx.—For the purposes of this
section the following corporations shall be treated as foreign corpo-
rations:

(1} A corporation entitled to the benefits of section 251, by
reason of receiving a large ntage of its gross income from
sources within a possession of the United States
(2) A corporation ?;Enized under the China Trade Act, 1928,
and entitled to the cradit provided for in section 261.

8EC. 132. PAYMENTS UNIFER 1928 ACT.

Any amount paid before or after the enactment of this Act on
account of the tax imposed for a fiscal year beginning in 1831 and
ending in 1932 by Title I1 of the Revenue Act of 1928 shall be
credited toward the payment of the tax imposed for such fiscal year
by this Act, and if the amount so paid exceeds the amount of such
tax impuaeJ by this Act, the excess shall be credited or refunded in
accordance with the provisions of section 322,

Supplement D—Returns and Payment of Tax

[Supplementary to SBubtitie B, Part V]

SEC. 141. CONSOLIDATED RETURNE OF CORPORATIONS.
(=) Proviiese 1o Fue Consoumater Retvmns—An affiliated
up of corporations shall, subject to the provisions of this section,
ave the privilege of making a consolidated return for the taxable
year in lien of separate returns. The making of a consolidated
return shall be upon the condition that all the corporations which
have besn members of the affiliated group at any time during the
taxable year for which the return is made consent to all the regula-
tions under subsection (b) (or, in ecase such regulations are not
prescribed prior to the making of the returm, then the regulations
reseribed under section 141(b) of the Revenue Act of 1928 in so
ar as not inconsistent with this Act) prescribed prior to the making
of such return; and the making of a consolidated rveturn shall be
considered as such consent. In the case of a corporation which iz a
member of the affiliated gronp for a fractional part of the vear the
consolidated return shall inelude the ineome of such corporation for
such part of the year as it is a member of the afliliated group.
(b} Reoviatioxs—The Commissioner, with the approval of the
Secretary, shall prescribe such regulations as he may deem necessary
in order that the tax liability of an affiliated group of corporations
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making a consolidated return and of each corporation in the group,
both during and after the period of affiliation, may be determined,
computed, pssessed, collected, and adjusted in such manner as clearly
to reflect the income and to prevent avoidanee of tax lability.

(e} Comroramion axp Paysest 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 frh} (or, 10 case such regulations are not prescribed
prior to the making of the return, then the regulations prescribed
under secticn lil{lﬁ of the Revenue Act of 1828 in so Tar as not
inconsistent with this Act) Frnﬂcrihe{l prior to the date on which
such return is made; except that for the taxable years 1922 and 1933
there shall be added to the rate of tax prescribed by sections 13(a),
E‘Jﬂléb}. and 204(a), a rate of 3] of 1 per centum.

(d) Derrvrmon or “Arrinraren Grove ".—As used in this section
an * afliliated group ™ means one or more chains of corporations
cgmm_-:ted through stock ownership with a common parent corpora-
tron 1f—

(1) At least 95 per centum of the stock of each of the corpora-
tions (except the common parent corporation) is ewned directly
by ome or more of the other corporations; and

(2) The common parent corporation owns directly at least 95
per centum of the stock of at least one of the other corporations.

As used in this subsection the term “stock ™ does not include non-
voting stock which is limited and preferred as to dividends.

(e) A consolidated return shall be made only for the domestie
corporations within the affiliated group. An insurance company
gubject to the tax imposed by section 201 or 204 shall not be included
in the same consolidated return with a corporation subject to the
tax imposed by section 13, and an insurance company subject to the
tax imposed by section 201 shall not be ineluded in the same con-
golidated return with an insurance company subject to the tax im-
poseid by section 204,

(f) Ciiwa Trave Act Corrorations.—A corporation organized
under the China Trade Act, 1022, shall not be deemed to be affiliated
with any other corporation within the meaning of this section,

(g} Corrvorarions Derivize Inocosie rrow Posspssroxns oF Usrrien
StaTes.—For the purposes of this seetion a corporation entitled to
the benefits of section 231, by reason of receiving a large percentage
of its income from possessions of the United States, shall be treated
ng & foreign corporation.

(h) Svasinrary Forymen to Comrry wire Forergy Law.—In the
case of a domestie corporation owning or controlling, directly or
indirectly, 100 per centum of the capital stock {exclusive of directors’
qualifying shares) of o 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 operation
of property, such foreign eorporation may, at the option of the
domestic corporation, be treated for the purpose of this title as o
domestic corporation,

(i) Buseexzion o Rusxing or Starure or Lovoraroxs—If a
notice under section 272(a) in vespect of a deficiency for any taxable
year is mailed to a corporation, the suspension of the running of the

Pub. No, 154—0r"
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statute of limitations, Ernﬁdﬂﬂ in section 277, shall apply in the
case of corporations with which sich corporstion made a consolidated
return for such taxable year.

(j) Aviocarion oF INcome anp Depvertons.—For allocation of
income and deduetions of related trades or businesses, see section 45.

BEC. 142, FIDUCIARY RETURNS,

(n) Requmesmest or Reruvns,—FEvery fiduciary (except a receiver
appointed by authority of law in possession of part only of the prop-
erty of an individual) shall make under oath a return for any of
the following individuals, estates, or trusts for which he acts, st.l.tiuﬁ
specifically the items of gross income thereof and the deductions an
credits allowed under this title—

{1} Ewvery individoal 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;

2) Every individual having a net income for the taxable year
of $2.500 or over, if married and living with husband or wife;

(3) 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 for the tax-
able year iz $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
LIRCOme 3 I

(6) Lvery estate or trust of which any beneficiary iz a non-
resident alien.

(b) Jorsr Frooctasies—Under such regulations as the Commis-
gioner with the approval of the Secretary may prescribe a return
made by one of two or more joint fiduciaries and filed in the offico
of the collector of the district where such fidueiary resides shall be
gufficient 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, o the best
of his knowledge and belief, true and correct.

(IE} Law Arruicance 1o Fiovorames—Any fiduciary required to
make & return under this title shall be subject to all the provisions
of law which apply to individuals,

BEC. 143. WITHHOLDNG OF TAX AT SOURCE.

(a) Tax-Free Covexant Boxps—

(1) RegumesesTt or wirnuoLnise—In any ease where bonds,
mortraces, or deeds of trust, or other similar obligations of a
corporation contain a centract 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 without deduction for any tax which the eblizor
muay be required or permitted to pay thereon, or to retain there-
from under uny law of the United States, the oblizor shall deduet
and withhold a fax equal to 2 per contum of the inferest upon
such bonds, mortgages, deeds of trust, or other obligations, whether
such intevest is payable annually or at shorter or longer periods,
if payable to an individual, o partnership, or a foreign corporation
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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
following rates: (A) 8 per centum in the case of a 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 business therein and composed in whole or in part of
nonresident aliens, éB} 1334 per centum in the case of such a foreign
corporation, and (C) 2 per centum in the casa of other individuals
and partnershipe; Provided further, That if the owners of such
obligations are not known te the wilhh-:-ldinr agent the Commis-
sioner may authorize 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 centum.

&2} Bexerrr or crepiTs agarNst Ner ixcome—Such deduction
and withholding shall not be required in the case of a citizen or
resident entitled to receive such interest, if he fles with the with-
holding ageni on or before February 1 a signed notice in writ:inﬁ
claiming the benefit of the credits provided in section 25 Sc‘,i a7
(d); nor in the case of a nonresident alien individual if so
provided for in regulations prescribed by the Commissioner under
section 215.

(8) Income or opuicor AxD oruioee—The obligor shall not be

allowed a deduction for the payment of the tax imposed by this
title, or any other tax paid pursuant to the tax-free covenant
elause, nor shall such tax be included in the gross income of the
nhlipia. :
(b) NoxresiesT Avexs—All persons, in whatever capacity
acting, includin% lessees or mortgagors of real or personal property
fiduciaries, employers, and all officers and employees of the Y}jnitoci
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, annuities, compensations, remunera-
tions, emoluments, or other fixed or determinable annual or periodical
gains, profits, and income, of any nonresident alien individual, or
of anyv partnership not engagped in trade or business within the
'[fnitug état&s and not having any office or place of business therein
and composed in whole or in part of nonrestdent 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
preseribed by the Commissioner under section 215) deduct and
withhold from such annual or periodical gains, profits, and income
n tax equal to 8 per centum thereof: Provided, That the Commis-
sioner may suthorize such tax to be deducted and withheld from
the interest upon any securities the owners of which are not known
to the withholding agent.

(¢} Reroex axp Pavmext.—Every person required to deduct and
withhold any tax under this section shall make return thereof on or
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before March 15 of each year and shall on or before June 15, in lieu
of the time preseribed in section 56, EH the tax to the official of the
United States Government authori to receive il. Every such
person is hereby made liable for such tax and is hereby indemnified
against the claims and demands of any person for the smount of
an ‘}ments made in accordance with the provisions of this section.

{d’;n wooME oF Recrrmesr—Income upon which any tax is

ired 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 ¢redited against the amount of income
tax as computed in such return.

(e) Tax Pam py Recreiest.—If any tax required under this see-
tion to be deducted and withheld i1s 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 withhold-
ing agent for failure to return or pay the same, unless such failure
was E;udulent end for the pur of evading payment.

(f) Reroxmps axp Carprra—Where there has been an overpayment
of tax under this section any refund or credit made under the pro-
vigsions of section 322 shall be made to the withholding agent unless
the amount of such tax was actually withheld by the wathholding
agent..

£) Notwithstanding the provisions of subsections (a) and (b), the
deduction and withhoning for any period prior to the date of the
enactment of this Act shall be at the rates of 12 per centum and 5 per
centum in licu of the rates of 13%) per centum and 8 per centum
prescribed in such subsections.

SEC. 144, PAYMEXT OF CORPORATION INCOME TAX AT SOURCE.

In the case of foreign corporations subject to taxation under this
title not engaged 10 trade or business wifl:in 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 u
the same items of income as is provided in section 143 a tax equal to
12 per centum thereof in respect of all payments of income made
before the enactment of this Act, and equal to 13% per centum thercof
in respect of all payments of income made after the enactment of
this Act, and such tax shall be returned and paid in the same manner
and subject to the same conditions as provided in that section: Pro-
vided, 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 2t the rate specified in such subsection,

SEC. 145. PENALTIES.

(a) Any person mqﬂlirm] under this title to pay any tax, or
roquired by law or regulations made under authority thereof to make
& return, keep any records, or supply any information, for the pur-

ses of the computation, assessment, or collection of any tax imposed

y this title, who willfully fails to pay such tax, make such return,

keep such records, or supply such information, at the time or times
required by law or remx?nt::mz;, shall, in addition to other penalties
provided by law, be guilty of a misdemeanor and, u eonviction
thereof, be fined not more than $10,000, or imprisoned for not more
than one year, or both, together with the costs of prosecution.
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‘Sh} 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 payv 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 emplovee of a partner-
ship, who as such officer, employee, or member is under a duty to
perform the act in respect of which the violation oceurs,

SEC. 146. CLOSING BY COMMISSIONER OF TAXABLE YEAR.

(8) Tax v Jeoparoy —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 tending to prejudice or to render wholly or
partly ineffectual proceedings to colleet the tax for the taxable year
then last past or tﬁa taxable year then current unless such proceed-
ings be brought without delay, the Commissioner shall declare the
taxable period for such taxpaver 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 Eerim‘] s0 declared terminated and of the tax for the preced-
ing 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 therenpon become immedintely
due and payable. In any proceeding in court brought te enforce
payment of taxes made due and payable by virtue of the provisions
of this section the finding of the Commissioner, made as herein pro-
vided, whether made after notice to the taxpayer or not, shall bs
for all purposes presumptive evidence of the taxpayer's design.

(b) Secumrry ror Parmext—A taxpaver who is not in defaunlt
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 Com-
missioner may approve and acecept in like manner security for return
and payment of taxes made due and payable by virtue of the provi-
glons og this seclion, provided the taxpayer has paid in full all other
income, war-profits, or excess-profits taxes due from him under any
Act of Congress.

¢) Same—Exeurrion Fros Secrion—If security is approved
and accepted pursuant to the provisions of this section ang 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.
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(d) Crrizexa.—In the ease 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 diseretion, waive any or all of
the requirements placed on the taxpayer by this section.

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

(f) Avorrrox 1o Tax—If a taxpayer violates or sttempts to vie-
late 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 raie of 1
per eentum a month from the time the tax became due.

SEC. 147, INFORMATION AT SOURCE.

(a) Payments oF $1,000 on Mope—All persons, in whatever
eapacity acting, including lessees or mortgagors of real or personal
properiy, fiduciaries, and employers, making payment to another
person, of inferest, rent, salaries, wages, premiums, annuities, com-
Eenrmt.ians_. remunerations, emoluments, or other fixed or determina-

le gains, profits, and income (other than payments described in
section 148 (a) or 149), of $1,000 or more in any ltaxable vear, or,
in the case of such payments made by the United States, the oflicers
or employees of the United States !:ﬂ.'n'ing information as to such
payments and required to make returns in ard thereto by the
regulations hereinafter provided for, shall render s true and sccu-
rate return Lo 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, seiting forth the amount of such
gains, profits, and income, and the name and address of the recipient
of such payment.

(b) Hervnxs Hecaroress or Axvouxt or Pavysesr—Such returng
may be required, regardless of amounts, (1) in the case of payments
of interest upon bonds, mortgages, deeds of trust, or other similar
ohligations of corporations, and fﬂ} in the case of collections of
itemsz (not payable in the United States) of interest upon the bonds
of foreirn eountries and interest upon the bonds of and dividends
from foreign corporations by persons undertaking as a matter of
business or for profit the collection of foreign payments of such inter-
est or dividends by means of coupons, cheeks, or bills of exchange,

{¢) Recrrrest 1o Fousisn Nasie axp Aopress—When nocessary
to malke effective the provisions of this section the name and address
of the recipient of incoma shall be furnished upon demand of the
person paying the income.

() (l)m.lmrmxs oF Unrren Stares,—The provisions of this sec-
tion shall not apply to the payment of interest on obligations of the
United States.

EEC. 148, INFORMATION BY CORPORATIONS,

{a) Drvioesn Paymests—Every corporation subject to the tax
imposed by this title shall, when required by the Commissioner,
render a correct return, duly verified under oath, of itz payments
of dividends, stating the name and address of each sharcholder, the
nurl_::]:cr of shares owned by him, and the amount of dividends paid
to ham.
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(b) Prorrrs or Taxasre Year Decraren as Divipesps.—Thers
shall be ineluded in the return or appundm’! thereto a statement of
guch facts as will enable the Commissioner to determine the portion
of the earnings or profits of the corporation (including gains, profits,
and income not taxed) accumulated during the taxable year for
which the return is made, which have been distributed or ordered to
be distributed, Hs[:lil{:ﬁ'ﬂ'é‘[f, to its shareholders during such vear.

(¢) Accomuraren Garna axp Prorrrs—When requested by the
Commissioner, or any collector, every corporation shall forward to
him a8 ecorrect statement of accumnlated gaing 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.

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 Emsnrih-e,, 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 ineome tax due on
profits or gaing of such eustomers 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 exchange chall obtain 2 license from
the Commissioner and shall be subject to such regulations enablin
the Government to obtain the information required under this title
as the Commissioner, with the approval of the Secretary, shall pre-
geribe; and whoever knowingly undertakes to collect such payments
without having obtained a licensze therefor, or without complying
with such reculations, shall be guilty of a misdemeanor and sha
be fined not more than $5,000 or imprisoned for not more than one
vear, or both.

Supplement E—Estates and Trusts

SEC. 161. IMPOSITION OF TAX.

(a) Arvpricamiox or Tax—The taxes imposed by this title upon
individuals shall apply to the income of estates or of any kind of
property held in trust, incloding—

(1) Income scoumulated in trust for the benefit of unborn or
unascertained persons or persons with contingent interests, and
income accumulated or held for future distribution under the terms
of the will or trust;

{2) Income which is to be distriboted earrently by the fiduciary
to the beneficiaries, and income collected by a puardian of an
infant which is to be held or distributed 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,

S = =
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(b) Comruramion axp Pavsest—The tax shall be computed
upon the net income of the estate or tenst, and shall be paid by the
fiduciary, except as provided in section 166 (relating to revocable
trusts) and section 107 (relating to income for benefit of the
grantor)., For return made by beneficiary, see soction 142,

SEC, 162. NET INCOME.

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

(a} There chall be allowed as & deduction (in lien of the deduction
for charitable, ete.; contributions authorized by section 23(n)) any
part of the gross income, without 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 23(n), or is to be used exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the
prevention of cruelty to chil 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 deduection in com-
puting the net income of the estate or trust the amount of the income
of the estate or trust for its taxable year which is to be distributed
currently by the fiduciary to the beneliciaries, and the amount of the
income collected by a guardian of an infant which is to be held or
distributed ns the court may direct, but the smount co allowed as a
deduction shall be included 10 computing the net income of the bene-
ficinries whether distributed to them or not.  Any smonnt allowed as
0 deduction under this paragraph shall not be allowed sy o deduction
under subzection (¢) of this section in the same or any succesding
taxable yenr:

(r) In the case of income received by estates of deceased persons
during the period of administration or seftlement of the estate, and
in the case of income which, in the discretion of the fiduciary, may
he cither distributed to the beneficinry or acenmulated, there shall
Le 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 ereditod during euch
year to any legatee, beir, or beneficiary, but the amount o allowed
as 4 deduetion shall be included in computing the net income of the
legrates, heir, or beneficiary.

BEC, 163. CREDITS AGAINST NET INCOME.

(a) Crevrrs or Esrate or Trust.—For the purpose of the normal
tax the estate or trust shall be allowed the same personal exemption
as is allowed Lo a single person under section 25(c), and, if vo part
of the income of the estate or trust is included in computing the net
income of any legates, heir, or beneficiary, then in addition the sane
eredits against net income for dividends and interest as are allowed
by section 25(a) and (b).

(b) Creorrs or Beserrorany.—If any part of the income of an
estale or trust is included in computing the net income of an
legatee, heir, or beneficiary, such legatee, heir, or beneficiary shall,
for the purpose of the normal tex, be allowed as eredits against
net income, 10 addition to the credits allowed to him under section
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25, his proportionate share of such amounts of dividends and interest
specified in seetion 25(a) and (b) as are, under this Supplement,
required to be included in computing his net income. Any remain-
ing portion of such amounts specified in section 25(a) and (b)
shall, for the purpose of the normal tax, be allowed as credits to
the estate or trust,

SEC, 164. DIFFERENT TAXAEBLE YEARS.

If the taxable year of a beneficinry is different from that of the
estate or trust, the amount which he is required, under section
162(b), to include in eomputing his net income, shall be based upon
the income of the estute or trust for any taxable year of the estate
or trust ending within his taxable year. .

SEC. 165, EMPLOYEES' TRUSTS.

A trust ereated by an employer as a part of a stock bonus, pension
or profit-sharing plan for the exclusive benefit of rome or all o
his employees, to which contributions are made by such employer,
or employees, or both, for the purpose of distributing to such em-
ployees the earnings and principal of the fund aceumulated by the
trust in secordance with such plan, shall not be taxable under
section 161, but the amount actually distributed or made available
to any distributee chall be taxable te him in the vear in which =0
distrilvzuted or made available to the extent that it exceeds the
amounts paid in by him. Suoch distributees shall for the purpose of
the normal tax be allowed us credits against net income such part of
the amount so distributed or mede available as represents the items
of dividends and interest specified in section 25(a) and (b).

SEC. 166. REVOCABLE TRUSTR
Where at any time during the tnxable year the power to revest
in the grantor title to any part of the eorpus of the trust is vested —
{ﬁ in the grantor, either slone or in conjunction with any
person not having a substantial adverse interest 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 dispesition of such part of the corpus or the income therefrom
then the income of such part of the Lrust for such taxable year sha
be included in compuling the net income of the grantor.

SEC. 167. INCOME FOR BENEFIT OF GRANTOR.

(a) Where any part of the income of o frust—

{lg is, or in the discretion of the grantor or of any person

not having a substantial adverse interest in the disposition of
such Enrt of the income may be, held or accumulated for future
distribution to the grantor; or

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

(3) 15, or in the diseretion 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 pavment of premivms
upon policies of insurance on the life of lﬁ.e grantor (except

licies of insurance irrevocably payable for the purposes and
in the manner specified in section gﬁ%l:}. relating to the so-called
% eharitable contribution ™ deduection) ;
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then such part of the income of the trust shall be included in com-
puting the net income of the grantor.

(b) As used in this section, the term *in the discretion of the
grantor ” means *in the discretion of the grantor, either alone or
in conjunction with any person not having a substantial adverse
interest in the disposition of the part of the income in question ™.

SEC. 168, CAPITAL NET GAINS AND LOSSES,

In the case of an estate or trust, or of a beneficiary of an estate
or trust, the proper part of each share of the net income which con-
sists, respectively, of ordinary net income, capital net gain, or capital
net loss, shall be determined under rules and regulations to be pre-
scribed by the Commissioner with the approval of the Secretary,
and shall be separately shown in the return of the estate or trust,
and shall be taxed to the beneficiary or to the estate or trust as
provided in this Supplement, but at the rates and in the manner
provided in section 151 () and (b}, relating to capital net gains
and losses,

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 ations
preseribed by the Commissioner with the approval of the Secretary.

SEC. 170. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
UNITED STATES,
The amonnt of income, war-profits, and excess-profits taxes im-
Eamd by foreign countries or possessions of the United States shall
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 TAXARBLE.
Individuals carrying on business in partnership shall be liable for
income tax only in their individual capacity.

SEC. 182. TAX OF PARTNERS,

{a) Gexeran Rure—There shall be included in computing the
net income of cach partner his distributive share, whether distributed
or not, of the net income of the partnership for the taxable year.
If the taxable yvear of a partner is different from that of the part-
nership, the amount so inchuded shall be based upen the income of
the partnership for any taxable year of the partnership ending
within his taxable year,

(b) Parrsensmr Yeu Esxnracine Cacesvar Yeans wirn Divres-
exT Laws—If a fiscal yvear of a partnership begins in one calendar
wyear and ends in another calendar year, and the law applicable to
the second ealendar year is different from the law applicable to the
first calendar year, then

(1) the rates for the ealendar year during which sueh fiscal year
bezins shall apply to an amount of each partner’s share of such
partnership net income {determined under the law applicable to
such calendar year) equal to the proportion which the part of
such fiscal year falling within such calendar year bears to the full
fiscal year, and
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(2) the rates for the calendar year during which such fiscal
year ends shall apply to an amount of each partner's share of
such partnership net income (determined under the law appli-
cable to such calendar vear) equal to the proportion which the
part of such fiscal year falling within such calendar year bears to
the full fiscal year.

In such cases the part of such income subject to the rates in effect
for the most recent calendar yvear shall be added to the other incoms
of the taxpayer subject to such rates and the resulting amount shall
be gIaﬂnd in the lower brackets of the rate schedule applicable to
such year, and the part of such income subject to the rates in effect
for the next p ing calendar year shall be placed in the next
higher brackets of the rate s:r:hedul{- applicable to such year.

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, except
that the so-called “charitable contribution ™ deduction provided in
section 28 (n) shall not be allowed.

SEC. 154. CREDITE AGAINST NET INCOME.

The partner shall, for the purpose of the normal tax, be allowed
as o credit against his net ineome, in addition to the credits allowed
to him under section 25, his propoertionate share of such amounts of
dividends and interest specified in section 25(a) and (b) as are
received by the partnership.

BEC. 185. EARNED INCOME.

In the case of the members of a partnership the proper part of
each share of the net income which consists mP carned income shall
be determined under rules and regulations to be prescribed by the
Commissioner with the appmt*nlr:? the Seeretary and shall be sepa.
rately shown in the return of the partnership and shall be taxed ta
the member as provided in this Supplement.

SEC. 186. CAPITAL NET GAINS AND LOSSES,

In the case of the members of a partnership the proper part of
each share of the net income which consists, respectively, of ordina
net income, capital net gain, or eapital net loss, shall be determine
under the rules and regulations to be pl‘e:él:riiml by the Commis-
gioner with the approval of the Secretary, and shall be :sel!lmmtelj‘
shown in the return of the parinership and shall be taxed to the
member as provided in this Supplement, but at the rates and in the
mMAnner Emvidml in section 101[’&} and (b)), relating to capital net
gains and losses.

SEC. 187. NET LOSSES.

The benefit of the special deduction for net losses allowed by see-
tion 117 shall be allowed to the members of a partnership under regu-
Iations preseribed by the Commissioner 1.\'1&‘1 the approval of the
Secretary.

SEC. 188, TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
UNITED STATES.

The amount of income, war-profits, and excess-profits taxes

imposed by foreign countries or possessions of the United States shall
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be allowed as a credit against the tax of the member of a partnership
to the extent provided in section 131,

SEC. 185, PARTNERSHIF 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 distribnted and the amount of the distributive share
of each individual. The return shall be sworn to by any one of the
partners,

Supplement G—Insurance Companies

SEC. 201, TAX ON LIFE INSURANCE COMPANIES.

(a) Derrsrrion.—When used in this title the term * life insurance
company " means an insurance company engaged in the business of
issuing life insurance and annuity contracts (including contracts of
ecombined life, health, and aceident 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) Bare oF Tax—In licu of the tax imposed by section 13, there
shall be levied, collected, and paid for each taxable year upon the
net income of every life insurance company a tax as follows:

(1) In the case of a domestic life insurance company, 133; per
centum of its net income

(2) In the case of a fc:-mign life insurance company, 13%; per
centum of its net income from sources within the United States.

SEC. 20Z. GRDSS INCOME OF LIFE INSURANCE COMPANIES.

(a) In the case of a life insurance company the term “gross
income " means the gross amount of income received during the
taxable year from interest, dividends, and rents.

(b) The term ®reserve funds required by Iaw " includes, in the
case of assessment insurance, sums actually deposited by any com-

any or association with State or Territorial officers pursuant to
aw 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 certificates of
membership or policies issued upon the assessment plan and not
subject to any other use,

SEC. 203. NET INCOME OF LIFE INSURANCE COMPANIES,
{a) Gexeral Rowe—In the ease of a life insurance company the
term * net income ™ means the pross income loss—

(1) Tax-rree inrerest.—The amount of interest received dur-
ing the taxable limaur which under section 22(b) is exempt from
the taxes imposed by this title;

(2) Reserve Fusps—An amount equal to 4 per centum of the
mean of the reserve funds required by law and held at the begin-
ning 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 334 per centum shall be substituted for 4 per
centum. Life insurance companies issuing policies covering life,
health, and accident insurance combined in one policy issued on
the weekly premium payment plan, continuing for Life and not
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gubject to cancellation, shall be allowed, in addition to the above,

& deduction of 385 per centum of the mean of such reserve funds

(not required by inw} 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) Divinenos—The amount received as dividends (A) from a
domestic corporation which is subject to taxation under this title,
other than & 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 corporation when it is shown
to the satisfaction of the Commissioner that more 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 pre-
ceding the declaration of such dividends (or for such part of such
periedd as the foreign corporation has n in existence) was
derived from sources within the United States as determined under
section 119;

(4) Resenve vor prvioexos—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 follow-
ing the taxable year) the payment of which is deferred for a
period of not less than five years from the date of the pelicy
contract:

(5) Invesrsent expexses—Investment expenses paid during
the taxable year: Provided, That if any general expenses are in

art assigned to or included in the investment expenses, the total

gmluctiun 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 tuxahle.fenr:,

(6) Rean estate pxersses—Taxes and other expenses paid dur-
ing the taxable year exclusively upon or with respect to the real
estate owned by the company, not inecluding taxes assessed against
local benefits of a kind tending to ineresse the value of the prop-
erty assessed, and not including any amount paid out for new

o buildings, or for permanent improvemenis or betterments made
to increase the value of any property. The deduction allowed
by this imugm h shall be allowed in the case of taxes imposed
upon a shareliolder of o company upon his interest as shareholder,

wiilich are paid by the company without reimbursement from the
sharcholder, but in sich cases no deduction shall be allowed the
ghareholder for the amount of such taxes;

(7) DerpecraTion—A reasonable allowance for the exhaustion,
wear and tear of property, including a reasonable allowance for
obzolesconce; and

(8} Istemest.—All intercst paid or acerued within the taxable
year on its indebtedness, except on indebtedness incurred or con-
tinued to purchase or carry obligations or seenvities (other than
obligations of the United States issued after September 24, 1017,
and originally subseribed for by the taxpaver) the interest upon
which is wholly exempt from taxation under this title,

(b) Restar Varve or Rear Estare—The deduction under sub-
section (a} (6) or (7) of this section on account of any real estate
owned and oeeupied in whole or in part by a life insurance company,
shall be limited to an amount which bears the same ratio to su
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deduction (eomputed without regard to this subsection) as the
rental value of the space not so occupied bears to the rental value
of the entire property.

{¢) Foreax LiFr [J:;H:rmﬂr'l-: Cosmpaxes—~In the caze 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 pro-
portion 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 vear upon all business transacted.

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

{af) Iareosttion or Tax—In lien 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 guch a domestic insurance company, 133 per
centum of its net income;

(2) In the case of such a foreign insurance company, 1334 per
centum of its net income from sources within the United States.
(b} Derixtrion or Ixcosme, Erc—In the case of an insurance

company subject to the tax imposed by this section—

ross INcoMe— (iross income” means the sum of (A)
the combined gress amount earned during the taxable year, from
investment income and from underwriting income as provided in
this subsection, computed on the basis of the underwriting and
investment exhibit of the annual statement approved by the
National Convention of Insurance Commissioners, and (B) gain
during the taxable year from the sale or other disposition of
property, and (C) all other items constituting gross income under
section 22

2) Ner mweome—* Net income ¥ means the gross. income as
defined in parasgraph (1) of this subsection less the deductions
allowed by subsection (e} of this section;

(8) IwvestsesT mwcome—" Investment income” means the

ross amount of income earned during the taxable year from
interest, dividends, and rents, computed as follows:

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

(4) Unperwritiveg ivcomn—" Underwriting income " means the

remiums earned on insurance contracts during the taxable year
pss losses incurred and expenses incorred ;

(5) Presniums eapven—* Premiums earned on insuranee con-
tracts 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 for 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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(8) Losses ixevneen—" Losses incurred ¥ means losses incurred
i:luring the taxable year on insurance contracts, computed as fol-
OWS

To losses paid during the taxable year, add salvage and reinsur-
ance recoverasble outstanding at the end of the preceding taxable
year, and deduct salvage and reinsurance recoversble outstandin
at the end of the taxable year, To the result so obtained add a
unpaid losses oulstanding at the end of the taxable year and
dh] wet unpaid losses outstanding at the end of the preceding tax-
able year;

(7 Exrenses  1¥comren.—* Expenses ineury 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 com-
puting the net income suﬁjt.-ct to the tax imposed by this section
there shall be deducted from expenses incurred a# defined in this
paragraph all expenses incurred which are not allowed as dedue-
tions by subsection (c) of this section.

(¢) Devvertons Arrowen.—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 2d(a);

{2; All interest as ‘ju'm'iilcd in section 23(b) ;

3) Taxes as provided in section 23(c);
4} Losses incurred as defined in sobsection (b} (6) of this
section ;

{(6) Lesses sustained during the taxable year from the sale or
other disposition of property;

(0) Bad debts in the nature of agency balances and bills receiv-
able sscertained to be worthless and charged off within the taxable

Car;

¥ (7) The amount received as dividends from corporations as

provided in section 23 (p);

{8) The amount of interest earned during the taxable year which
under section 22(b) (4) is exempl from the faxes imposed by this
title, and the amount of inferest allowed as a eredit under seetion

L

(9) A ressonoble allowanee for the exhaustion, wear and tear
of property, as provided in section 23 (k).

(d}J Dreoverioxs or Forpiex Corrorarions.—In the case of a for-
eign corporation the deductions allowed in this section shall be
allowed to the extent provided in Supplement 1.

(¢) Douvsre Depccrons—Nothing in this section shall be con-
strued to permit the same item to be twice deducted.

SEC. 205. NET LOSSES.

The benefit of the special deduction for net losses allowed by
seetion 117 shall be allowed to insurance companies subject to the
tax imposed by section 201 or 204, under r'egu]!)ntiumr prescribed by
the Commissioner with the approval of the Secretary.

e ——
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SEC. 206. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF
UNITED STATES.
The amount of income, war-profits, and excess.profits taxes im-
osed by foreign countries or possessions of the United States shall
e allowed as a credit against the tax of a domestic insurance com-
pany subject to the tax unposed by section 201 or 204, to the extent
rovided in the case of a domestic corporation in section 131, and
in stuch cases * net income ™ as used in that section means the net
income as defined in this Supplement,
SEC. 207. 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 the manner provided
in section 119.

BEC. 208, MUTUAL INSURANCE COMPANIES OTHER THAN LIFE.

() Arpvication or Trree—DMutusl insurance companies, other
than life insurance companies, shall be taxable in the same manner
as other corporations, except as hereinafter provided in this section.

b) Gross Iycome—Mutual marine-insurance companies shall
include in gross income the pross premiums collected and received
by them less amounts paid for reinsurance.

(¢) Depucrions.—In addition to the deductions allowed to corpo-
rationz by section 23 the following deductions to insurance com-
panies shall also be allowed, unless otherwise allowed—

(1) MuTUAL INSURANCE COMPANIES OTHER THAN LIFE INSUR-
axce—In the case of mutual insurance companies other than life
insurance companies—

(A) the net addition required by law to be made within the
taxable year to reserve funds {in:]uding in the cage of nssess-
ment insurance companies the actual deposit of sums with Stata
or Territorial officers pursuant to law = additions to guarantos
or reserve funds); anj’

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

(2) Muotuan MARINE INSURANCE comPaNies—In the coase of
mutuul marine insurance companies, in addition to the deductions
allowed in paragraph gl) of this subsection, unless otherwise
allowed, amounts repaid to policyholders on account of pre-
miums previously paid by them, and interest paid npon such
asmounts between the ascertainment and the payment thereof;

(3) MuyuTvan INSURANCE COMPANIES OTHER THAN LIFE AND
MamNE—In the case of mutual insurance companies (including
interinsurers and reciprocal underwriters, but not including
mutual life or mutual marine insuronce companies) requirin
their members to male premium deposits to provide for losses anc
expenses, the amount of premium deposits returned to their policy-
holders and the amount of premium deposits retained for the
payment of losses, expenses, and reinsurance reserves.

Supplement H—Nonresident Alien Individuals

SEC, 211. NORMAL TAX,
(a) Gexgnan Rore—In the case of a nonresident alien individual
who 15 not o resident of a contiguous country, the normal tax shall
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be 8 per centum of the amount of the net income in excess of the
credits against net income allowed to such individual.

(b) Arrexs Resmexr v Conticuovs CouonNrmies—In the cass
of an alien individual resident in a contiguous country, the normal
tax shall be an amount equal to the sum of the following:

(1) 4 per centum of the amount by which the part of the net
income atiributable to wages, salaries, professional fees, or other
amounts received ns compensation for personal services actually
performed in the United States, exceeds the personal exemption
and credit for dependents; but the amount taxable at such 4 per
centum rats shall not exceed $4,000; and

(2) 5 per centum of the amount of the net incoms in excess
of the sum of (A) the amonnt taxed under paragraph {]} of this
subsection plus (B) the total credits against net income allowed to
such individual.

{c? Ix Liew or Nowyal Tax Uxper Secron 11.—The tax imposed
by t:_-if section shall be in lieu of the normal tax imposed by sec-
tion 11.

SEC. 212. GRO3S INCOME.

(a) Gexerar Rone—In the case of o nonresident alien individual
ross income includes only the gross income from sources within the
Inited States.

(b) Snrrs Uxoer Foreres Frao~—The income of a nonresident
alien mdividual which consists exclusively of earnings derived from
the operation of a ship or ships documented under the laws of a
foreign country which nts 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. DEDUCTIONS.

(a) Gexerar, Rure.—In the case of a nonresident alien individual
the deductions shall be allowed only if and to the extent that they
are connected with income from sources within the United States;
and the proper apportionment and allocation of the deductions with

to sources of income within and without the United States

shall be determined ns provided in section 119, under rules and

Eﬁulnunns prescribed by the Commissioner with the approval of the
retary,

(b) Lossgs.—

(1} The deduction, for losses not connected with the trade or

iness 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 Siates, but o if
the profit, if such transaction hiad resulted in a profit, would be
taxable under this title.

(2) The deduction for losses of property not connected 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 pmartj' within the United States.

(¢} Cuarrrasre, Ero, ContrRibomions.—The so-called “charitable
contribution ™ deduction allowed by section 23 (n) shall be allowed

Fub. No. 1564—10>0
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whether or not connected 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.

BEC. 214. CREDITS AGAINST NET INCOME.

In the case of a nonresident alien individual the personal exemp-
tion allowed by section 25 (¢) of this title shall be only $1,000. TEE
eredit for dependents allowed by section 25 (d) shall not be allowed
in the case of a nonresident alien individual unless he is a resident
of a contignous country.

BEC. 215. ALLOWANCE OR DEDUCTIONS AND CREDITS.

éa} Rerory 1o Costarx  Isvormatton.—A nonresident 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 preseribed in
this title; including therein all the information which the Commis-
siar&er may deem necessary for the calculation of such deductions and
credits,

(b} Tax Wrrannmo ar Sovrce—The benefit of the personal
exemption and credit for dependents, and of the reduced rate of tax
provided for in seetion 211 (b), may, in the discretion of the Com-
missioner and under regulations prescribed by him with the approval
of the Secretary, be received Es}r a nonresident alien individual
entitled thereto, rhj.l' filing a claim therefor with the withholding
agent

BEC, 216, CREDITS AGAINST TAX.
A nonresident alien individual shall not be allowed the credits
inst the tax for taxes of foreign countries and possessions of the
nited States allowed by section 131

SEC. 217. RETURNS.

In the case of a nonresident alien individual the return, in lien
of the time prescribed in section 53 (a) (1), shall be made on or
before the fifteenth day of the sixth moonth following the close of
the fiscal vear, or, il the return is made on the basis of the calendar
year, then on or before the fifteenth day of June.

BEC. 218. PAYMENT OF TAX.

a) Time or Paymest.—In the case of a nonresident alien indi-
vidual the total amount of tax imposed by this title shall be paid,
in lieu of the {ime 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 gixth month following the close of the fiscal year.

(b) Wirnnowoixe ar Source—For withholding at source of tax
on income of nonresident aliens, see section 143,

Supplement I—Foreign Corporations

SEC. 231. GROSS INCOME.

{a) GexeranL Rure—In the case of a foreign corporation gross
income includes only the gross income from sources within the
United States.
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(b) Snirs Uxprr Foretow Fras.—The income of a foreign cor-
poration, which consists exclusively of earnings derived from the
operation of a ship or ships documented under the laws of fﬂrm‘in
country which grants an eguivalent exemption te citizens of the
Unite? 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. 232, DEDUCTIONS.

In the case of a foreign corporation the deductions shall be allowed
only if and to the extent that they are connected with income from
sources within the United States: and the proper apportionment and
allecation of the deductions with respect to sources within and
witheut the United States shall be determined as provided in gection
119, under rules and regulations prescribed by the Commissioner
with the approval of the Secretary.

SEC. 233. ALLOWANCE OF PEDUCTIONS AND CEEDITS.

A foreign corporation shall receive the benefit of the deductions
and eredits 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 pre-
scribed in this title; inecluding therein all the information which
the Commissioner may ieem necessary for the calculation of such
deductions and credits.

SEC, 234. CREPITS AGAINST TAX.
Foreign corporations shall not be allowed the credits against the

tax for taxes of foreizn countries and possessions 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 lien of the time
prescribed in section 53(a) t{‘}:} shall be made on or before the fif-
teenth day of the sixth mon fn]]nwing the close of the fiscal year,
or, if the return i=s 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 sgent.

SEC. 236, PAYMENT OF TAX.

(a) True or Pavyent—In the case of a foreign corporation not
having unfy office or place of business in the United States the total
amount of tax imposad by this title shall be paid, in lieu of the time
prescribed in section 58{a), on the fifteenth day of June following
the cloze 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) WrrnnoLpine at Sevrce—For withholding at source of tax
on income of foreign corperations, see section 148,

SEC. 237. FOREIGN INSURANCE COMPANIES.

For special provisions relating to foreign insurance companies,
see Supplement (.
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BEC. 238. AFFILIATION,

A foreign corporation ghall not be deemed to be affilinted with any
other corporation within the meaning of section 141

Supplement J—Posskasions of the United States

BEC. 251. INCOME FROM SOURCES WITHIN #POSSESSIONS OF
UKITED STATES.

(8) Gexersn Rune—In the case of citizens of the United States
or domestic corporations, satisfying the following mnditionzhgmsa
income means only gross income from sources within the United
Btates—

(1) If 80 per centum or more of the gross income of such citizen
or domestic corporation (computed without 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 immediatel
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 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

Btates: or

(3) If, in case of such eitizen, 50 centum or more of his
gross income (computed without the ﬁruﬁﬁt of this section) for
such period or such ]i;“t thereof was derived from the active con-
duct of a trade or business within a possession of the United
Btates either on his own sccount or as an employee or agent of
another, .
(b) Amouxrs Recerven o Usrren Stares—Notwithstanding

the provisions of subsection (a) there shall be included in
income all amounts received by such citizens or corporations within
the United States, whether derived from sources within or without
the United States.

(¢} Derrwrrron.—As used in this section the term * possession
of the United States” does not include the Virgin Islands of the
United States.

(d) Denocrioxs.—

(1) Citizens of the United States entitled to the benefits of
this section shall have the same deductions as are allowed by Sup-
plement H in the case of a nonresident alien individual.

{2) Domestic corporations entitled to the benefits of this
section shall have the same deductions as are allowed by Supple-
ment Iin the case of o foreign eorporation,

(o) Crzorrs Acarwst Ner Income—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 not be allowed the credit for
dependents provided in section 26 (d).

f) Avwowaxce or Devucrions asp Creeprrs.—Citizens of the
United States and domestic eorporations entitled to the benefits of
this séction shall receive the benefit of the deductions and eredits
allowed to them in this title only by filing or eausing to be filed
with the eollector a true and accurate return of their total income
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received from all sources in the United States, in the manner pre-
seribed in this title; including therein all the information which the
Commissiener may deem necessary for the calculation of such
deductions and credits.

(g) Cmemrrs Aasrwsr Tax—Persons entitled to the benefits of
this section shall not be allowed the credits against the tax for taxes
of foreign countries and possessions of the United States allowed by
ssction 131.

(h) ArriuiaTioN.—A corporation entitled to the benefits of this
section shall not be deemed to be affiliated with any other corpora-
tion within the meaning of section 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 ss to income derived from sources
within the United States, and in such ease the tax shall be com-
puted and paid in the same manner and subject to the same
cenditions 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 making nggmpriutiona
for the naval service for the fiseal year ending June 30, 1922, and
for other purpeses,” spproved July 12, 1921, relating to the imposi-
tion of income taxes in the Virgin Islands of the United States,

Supplement K—China Trade Act Corporations

BEC. 261. CREDIT AGAINST NET INCOME,

(a) Arrowamce oF Creprr—For the purpose only of the tax
imposed by section 13 there shall be allowed, in the case of a corpora-
tien organized under the China Trade Act, 1022, in addition to the
credit provided in section 20, a credit against the net income of an
amount equal to the proportion of the net income derived from
sources within China Edamrmined in & similar manner to that pro-
vided in section 119) which the par valoe of the shares of stock of
the corporation owned on the Inst day of the taxable year by (1)

rsons resident in China, the United States, or pessessions of the
Eﬂtﬂd Btates, and (2) individual citizens of the United States or

ina wherever resident, bears to the par value of the whole number
of shares of stock of the corporation outstanding on such date: Pro-
wvided, 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
o¥ the special dividend certified under subsection (b) of this section.

(b) Serciar. Divioesp—Such credit shall not be allowed unless
the Secretary of Commeres has certified to the Commissioner—

(1) The amount which, during the vear ending on the date
fixed by law for filing the return, the corporation 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 United
States, or possessions of the United States, or were individual eiti-
gens of the United States or China, and owned shares of stock
of the corporation;
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(2) That such special dividend was in addition to all other
amounts, payable or to be payable to such persons or for their
benefit, by reason of their interest in the corporstion; and
(3) "That such distribution has been made to or for the benefit

of such persons in proportion to the par value of the shares of

stock of the corporation owned by each; except that if the cor-
poration has more than one class of stock, the certificates shall

contain a statement that the articles of incorporation provide s

method for the apportionment of such special dividend lmuutzﬁ

such persons, and that the amount eertified has been distrib

in accordance with the method so provided.

(¢) Owxsensmr or STock.—For the pu ; 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
15 1in faith vested.

d) Derixrmion or CHrNa.—As used in this section the term
“ China ™ shall have the same meaning as when used in the China
Trade Act, 1522,
SEC. 282. CREDITS AGAINST THE TAX.

A corporation organized under the China Trade Act, 1922, shall
not be Eﬂrwad the credits a%ainst the tax for taxes of foreign coun-
triez and possessions of the United States allowed by seetion 131.
BEC. 263. AFFILIATION,

A corporation organized under the China Trade Act, 1822, shall
not. be deemed to be affilinted 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 T—Assessment and Collection of Deficienciea

SEC. ZT1. DEFINITION OF DEFICIENCY.

As used in this title in respect of & tax imposed by this titls
“ deficiency " means—

(a) The amount by which the tax imposed by this title exceeda
the amount shown as the tax by the t.a.xFa r upon his return; but
the amount so shown on the return shall first be increased by the
amounts previcusly assessed (or collected without assessment) as a
deficiency, and decreased by the amounts previously abated, eredited,
refunded, or otherwise repaid in respect of such fax; or

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

BEC. 272, FPROCEDURE IN GENERAL.

(a) Prrrron 10 Boarp or Tax Arpears—If in the case of any
taxpayer, the Commissioner determines that there is a deficiency in
m&mct of the tax im?os&.d by this title, the Commissioner is author-
ized to send notice of such deficiency to the taxpayer by registered
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mail. Within 60 du&a after such notice is mailed (not countin
Sunday as the sixtieth day), the taxpayer may file a petition wi
the Board of Tax A Is 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 ita ecollection shall
be made, begun, or prosecuted until such notice has been mailed to
the taxpayer, nor until the expiration of such 60-day dperiod, 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 foree may be enjoined by a proceeding in the proper
court.

For exceptions to the restrictions imposed by this subzection, see—

(1) Subsection (d) of this section, relating to waivers Ey 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 'eopkurrly pssegsments ;
4) Section 274, relating to ban r‘-l.l[jb:‘:f' and m:e:iversh:sm; and
5) Section 1001 of the Revenue Act of 1926, as amended, relat-
ing to assessment or collection of the amount of the de[‘iciencj
determined by the Board pending court review,

(b) Correcrion or Dericiexcy Fouxo sy Boarn.—I11f 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 II?' tha
Commissioner but disallowed as such by the decision of the Doard
which has become final shall be asse or be collected by distraint
or by proceeding in court with or without assessment,

¢) Famure 1o Fie Perimios.—If the taxpayer does not file a

tion with the Board within the time prescribed in subsection
Enf this section, the deficiency, notice of which has been mailed to

tur:ipa r, shall be assessed, and shall be paid upon notice and
demand from the collector.

(d) Warver or Restmicrions.—The taxpayer shall at any time
have the right, by a signed notice in writing filed with the Commis-
gioner, to waive the restrictions provided in subsection (a) of thia
gection on the assessment and collection of the whole or any part of
the deficiency.

(&) Ixcmrase or Derrcrexey Arter Notior Mamen—The Board
ghall have jurisdietion to redetermine 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 tax-
payer, and to determine whether any penalty, additional amount or
addition to the tax should be nssessed—if claim thercfor ia asserted
by the Commissioner at or before the hearing or a rehearing.

(f) Forrnen Derrciexey Lerrens  Restricrep.—If the Com-
missioner has mailed to the taxpayer notice of & deficiency
as provided in subsection (a) of this seetion, and the taxpayer
files a petition with the Board within the time preseri
in such subsection, the Commissioner shall have no right to
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determine any additional deficiency in respect of the same taxable
year, except in the case of fraud, and except as provided in sub-
section (e) of this section, relating to assertion of greater
deficiencies before the Board, or in section 278 (c), relating to the
making of jeopardy assessments, If the tsxpayer is noti that,
on account of a mathematical error appearing upon the face of the
return, an amount of tax in excess DE 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 been 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,

rohibiting assessment and collection until notice of deficiency has

n mailed, or of section 322{.:}, hibiting credits or raimda
after petition to the Board of Tax Appeals) as a notice of a defi-
ciency, and the taxpayer shall have no right to file a petition with
the Hoard based on such notice, nor shall such assessment or col-
lection be prohibited by the provisions of subsection (a) of this
gection.

Nég} Jurispiorion Over Ormer Taxamie Years—The Board in

etermining a deficiency in respect of any taxable year shall con-
sider 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 jurisdietion to determine
whether or not the tax for any other taxable year has been overpaid
or underpaid.

(h) Frvawn Drcisions or Boamp—For the purposes of this title
the date on which a decision of the Board becomes final shall be
determined sccording to the provisions of section 1005 of the Reve-
nue Act of 1926,

(1) Promarine or Dericrexcy 1o INstavrsests—If the taxpayer
has elected to pay the tax in installments and a deficiency has been
assessed, the deficiency shall be prorated to the four installments.
Except as provided m section 278 (relating to jeopardy assess.
ments), that part of the deficiency so prorated to any installment
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.

i) Exrexsion or Tive ror Payment or Dericrescmes—Where
it 15 shown to the satisfaction of the Commissioner that the pay-
ment of & deficiency upon the date prescribed for the payment
thereof will resuit in undue hardship to the taxpayer the (E.»;mmia-
sioner, with the approval of the Secretary Emept where the defi-
cmntz iz due to negligence, to intentional disregard of rules and
regulations, or to fraud with intent to evade tax), may grant an
extenzion 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 ire the taxpayer to
furnish a bond in such amount, not excesding double the amount of
the deficiency, and with such sureties, as the Commissioner deems
necessary, conditioned upon the payment of the deficiency in
pccordance with the terms of the extension.
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(k) Aoomess ror Nomice or Dercrexcr.—In the absence of
notice to the Commissioner under section 312 (a) of the existence of 8
fiduciary relationship, notice of a deficiency in respect of a tax
im by this title, if mailed to the taxpayer at his last known
ad , 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) Avrmomrry ror Maximwe—If the Commissioner believes that
the assessment or collection of a deficiency will be jmrandized Ef]'
delay, he shall immediately assess such deficiency (together with
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) Dericrexcy Lerrers—If the jeopardy assessment is made
before any notice in respect of the tax to which the jeopardy assess-
ment relates has been mailed under section 272(a), then the Com-
missioner shall mail a notice under such subsection within 60 days
after the making of the assessment.

(¢) Asmovnr Assessapre Berone Decisiow oF  Boagn—The
jeopardy assessment may be made in respect of a deficiency greater
or less than that notice of which has been mailed to the taxpayer,
despite the provisions of section 272(f) prohibiting the determina-
tion of additional deficiencies, and whether or not the taxpayer has
theretofore filed a petition with the Board of Tax A 5. The
Commissioner shall notify the Board of the amount of such assess-
ment, if the petition is filed with the Board before 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) AstouxT Assessanie Arrer Dreosion 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 defi-
ciency determined by the Board in its decision.

{ej? Exrmation or Kiear 1o Assess—A Leopard_',f assessment may
not be made after the decision of the Beard has become final or after
the rtflxpayﬁr has filed a petition for review of the decision of the
Boa

(f) Bowp 1o Stay Correcrion—When a jeopardy assessment has
been made the taxpayer, within 10 days a notice and demand
from the collector for the payment of the amount of the assessment,
may obtain a stay of collection 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 nmessar{,
conditioned upon the payment of so much of the amount, the co
lection 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 207,

g) Same—Fuowrner Coxvimions—If the bond is given before
the taxpayer has filed his petition with the Board under section
272(a), the bond shall contain u further condition that if a petition
is not filed within the period provided in such subsection, then the
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amount the collection of which is stayed by the bond will be paid o
notice and demand at any time after the expiration of such perio«
together with interest thereon at the rate of 6 per centum per annur
from the date of the jeopardy notice and demand to the date o
notice and demand under this subsection.

(h) Warver or Stay.—Upon the filing of the bond the collectior
of so much of the amount assessed ns i covered by the bond shall b
stayed. The taxpayer shall have the right to waive such stay at any
time in respect of the whole or an]}' 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 taxpayer, be proportionately reduced. If the Board determines
that the amount nssessed is greater than the amount which should
have been assessed, then when the deeision of the Board is rendered
the bond shall, at the request of the taxpayer, be proportionately
reduced.

(i) Corveeriox or Uxearnn Amoosrs—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 ,'h:." the bond, shall be collected as part of the tax
upon notice and demand from the collector, and any remaining
portion of the assessnent 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
thcmf)ur. I the amoount determined ns the amount which should
have been assessed is greater than the amount actually assessed, then
the difference shall be assessed and shall be colleeted as part of the
tax upon notice and demand from the collector.

{1} Cramas ¥ Aparesmext—DNo eloim in abatement shall be filed
inﬂmsp-ect of any assessment in respect of any tax imposed by this
title.

SEC. 274. BANKRUPTCY AND RECEIVERSHIPS.

{a) Immeoiate Assessmpst.—Upon the adjudication of bank-
ruptey of any taxpayer in any bankruptey proceeding or the appoint-
ment of a receiver for any taxpayer in any receivership proceeding
before any court of the United Stales or of any State or Territory
or of the District of Columbia, any deficiency (together with il
interest, additional amounts, or additions to the tax provided for by
law) determined by the Commissioner in respect og 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. Claims for the deficiency and such interest, additional
amounts and additions to the tax may be fpm&nted, for adjudication
in accordance with law, to the court before which the bankruptcy
or receivershi pmeding is pending, despite the pendency of pro-
cedings for f.ﬂr: redetermination of the degﬂiennj in pursuance of a
petition to the Board; but no petition for any such redetermination

ghall be filed with the Board after the adjudication of bankrupicy

or the appointment of the receiver.
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{b) Uxram Crarms—Any portion of the clpim allowed in such
bmkrupl.cg or receivership proceeding which is unpeid 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. KExtensions of time for such payment may be
had in f.Ptua game 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,

BEC. 275. PERIOD OF LIMITATION UPGN ASSESSMENT AND COL-
LECTION.

Except as provided in section 276—

(a) Genmrar. Rore—The smount of income taxes imposed by
this title shall be assessed within two 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 such period.

(b) Request vor Promer Assgssmenr—In the case of income
received during the lifetime of a decedent, or by his estate during
the period of administration, or by a corporation, the tax shall be
assessed, and any proceeding in court without assessment for the
collection of such tax shall be begun, within one year 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 corporation, but not after the expiration of two
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 r; and

(2) The dissolution is in good faith begun before the expiration
of such r: and

(EE e dissolution is completed.

I arioN AND Swarvpoiver—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 Evjears after the last date on which any such shareholder’s return
was filed.

SEC. 276. SAME—EXCEPFTIONS.

E_n.‘} Faise Rerveny or No Rerumw.—In the case of a false or
fraudulent return with intent to evade tax or of a failure to file &
return the tax may be assessed, or a ermﬂing in eourt for the
collection of such tax may be begun without assessment, at any time,

b) Warvers.—Where before the expiration of the time pre-
geribed in section 275 for the assessment of the tax, both the Commis-
gioner and the taxpayer have consented in writing to its nssessment
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 expiration of the perin% previously agreed upon.

(¢) Correerion Arrer AssessmeNt—Where the assessment of any
income tax imposed by this title has been made within the period of
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limitation rly applicable thereto, such tax may be collected
distraint or by a proceeding in court, but only if begun Li',l 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 -
missioner and the taxpayer before the expiration of such six-year
period. The period so agreed upon may be extended by subsequent
agresments in writing made before the expiration of the period pre-
viously agroed 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 procesding in court for collection, in respect of any deficiency,
ghall (after the mailing of a notice under section 272{(a) ) be sus-

nded for the period during which the Commissiener is prohibited

m making the assessment or beginning distraint or a proceedin
in court (and in any event, if a rmjlng in respect of the defi-
ciency is placed on the docket of the Board, until the decision of the
Board becomes final), and for 60 days thereafter,

Supplement M—Interest and Additiens te 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 prescribed by the Commis-
gioner in pursuance of law, 25 per centum of the lax 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 ameunt so adduf to any tax shall be collected at the same times
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 to the tax provided in section 3176 of the
Revised Statutes, as amended,

SEC 292, INTEREST ON DEFICIENCIES.

Interest upon the amount determined as s deficiency shall ba
assessed at the same time as the deficiency, shall be paid upon notice
and demand from the cellector, and shall bo collected as a part of
the tax, at the rate of € per centum per annum frem the date pre-
seribed for the payment of the tax (or, if the tax is paid in i I-
ments, from the date Erescri d for twymmm of the first install-
ment) to the date the deficieney is assessed, or, in the case of & waiver
under section 272(d), to the thirtieth day after the filing of such
waiver or to the date the deficiency is assessed whichever ia the
enrlier,

SEC. 203. ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.
(a) Necrigexce—If any part of any deficiency is due to negli-
ence, or intentional disregard of rules and regulations but witheut
intent to defraud, 5 per centum of the total amount of the defi-
eleney (iu addition to such deficiency) shall be assessed, collected,
and paid in the saume manner as if it were a deficiency, except that
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the provisions of section 272 (i), relating to the prorating of a
daﬁclllancy and of section 202, relating to interest on detlili?sgmndea,
shall not be applicable.

(b) Fravo—If any part of any daficiamii is due to fraud with
intent to evade tax, then 50 per centum of the total amount of the
deficiency (in addition to such deficiency) shall be so assessed, col-
lected, and paid, in lieu of the 50 per centum addition to the tax
pmviéed in section 3176 of the Revised Statutes, as amended.

SEC, 294. ADDITIONS TO THE TAX IN CASE OF NONPAYMENT.

{a) Tax Smowxn ox Rerovax.—

(1) Gewerarn wvrLe—Whera the amount determined by the tax-
payer 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 prescribed 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 prescribed for its payment
until it is paid.

(2) Ir exrewsion oraNTED—Where an extension 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 munfie-d, and the interest
thereon determined under section 295, is not paid in full prior to
the expiration of the pe:-iad of the ext.ansian‘, then, in lien 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) Derciewcy.—Where a deficiency, or any interest or addi-
tional amounts assessed in connection therewith under section 292, or
under section 283, or any addition to the tax in case of delinguency

rovided for in section 291, is not paid in full within ten days from

e date of notice and demand from the collector, thers shall be col-
lected ms 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. I any part of a deficiency prorated to any
unpaid installment under section 272 (i) is mot paid in full on or
before the date prescribed for the payment of such installment
there shall be mlfbctad as part of the tax interest upon the unpai
?mrzﬂmt ;.t the rate of 1 per centum a month from such date until

t is paid.

(¢} Fmucranmes—For any period an estate is held by a fiduciary
appointed by order of any court of competent jurisdiction or by
wiﬁf there shall be collected interest at the rate of 6 per centum
annum in lieu of the interest provided in subsections (a) and Flﬁ
of this section.

(d) Fuaxe or Jeoraroy Boxp.—If a bond is filed, as provided
in section 273, the l;mﬂsmna of subsections (b) an¢ {4:5) 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
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authority of section 56 (c¢), there shall be collected as o part of
euch amount, interest thereon at the rate of 8 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.

BEC. 296. TIME EXTENPED FOR PAYMENT OF DEFICIENCY.

If the time for the payment of any part of a deficiency is extended
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 annum for the period of the extension, and

no other interest shnI}Rl':ra collected on such part of the deficiency for
such perind. If th:dpm 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.

BEC. 297. INTEREST IN CASE OF JEOPARDY ASSESSMENTS.

In the case of the amount collected under section 273(1) there
ghall 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 jeopurdy notice and demand to the
date of notice and demand under section 273(i), or, in the case of
the amount collected in execess of the amount of the jeopardy
nssessment, interest as provided in section 292, If the amount
included in the notice and demand from the collector under section
273(1) 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 s month (or,
for a riod 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 date of such notice and
demand until it is paid.

SEC. 208, BANKEUPTCY AND RECEIVERSHIPS.

If the unpaid portion of the claim allowed in a hnnk:rup«ri or
recsivership proceeding, as provided in section 274, is not paid in
full within 10 days from the date of notica and demand from the
collector, then there shall be collected as a part of such amount
interest upon the uupsidfporﬁm thereof at the rate of 1 per centum
a month the date of such notice and demand until payment.
EEC. 299. REMOVAL OF PROFPERTY 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 collection of the
tax, see section 146,

Supplement N—Claims against Transferees and Fiduciaries

SEC. 311. TRANSFERRED ASSETS.
_{a) Mernop or Coriection.—The amounts of the following lia-
bilities shall, except as hereinafter in this section provi be
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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 payment after notice and demand, the provisions
authorizing distraint and proeeedings in court for collection, and
the provisions prohibiting elaims and suits for refunds) :

(1) Traxsrerees—The liability, at law or in equity, of a
transferee of property of a taxpayer, in respect of the tax (includ-
ing interest, additional amounts, and additions to the tax provided
by law) imposed upon the taxpayer by this title.

(2) Fouvciares.—The liability of o fduclary 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 emount of tax shown on
the return or as to any deficiency in tax.

(b) Pentoo or Lasrrarion—The period of limitation for assess.
ment of any euch liability of a transferse or fiduciary shall be as
follows:

{1} In the case of the linhllit}' of an ipitial trapsferee of the
property of the taxpayer,—within one year after the expiration
of the period of limitation for assessment against the taxpayer;

(2) In the case of the liability of a transferce of o transferee of
the ]ﬁruperty of the taxpayer,—within one year after the expiration
of the period of limitation for assessment against the precedin
transferee, but only if within three years after the expiration o
the period of limitation for assessment against the taxpayer;—

except that if before the expiration of Ll::efpe:iod of limitation 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 sgainst the faxpayer or last preceding transferee, respec-
tively en the period of limitation for assessment of the liability of
the transferes shall expire one year after the return of execution in
the court proceeding.

(8} Ig the case of the linbility of a fduciary,—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, whichever is the later.

(¢) Pertoo vor Assessmest Acarxst Taxpaven—For the pirposes
of this zection, if the taxpayer is deceased, or in the case of a corpo-
ration, has terminated its existence, the period of limitation for
pssessment against the taxpayer shall be the period that would be in
effect had the death or termination of existence not occurred.

(d) Svseexson or Ruxwise or Srarvre or Losrramoxs—The
running of the statute of limitations upon the assessment of the
liahility of a transferee or fiduciary ghall, 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 iz pro-
hibited from making the assessment in respect of the liability Ofptha
transferee or fiduciary (and in any event, if a proceeding in respect
of the liability is placed on the docket of the oard, until the deci-
sion of the Board becomes final), and for 60 days thereafter.

(e) Avoress vor Nomicr oF Liasmury.—In the absence of notice to
the Commissioner under section 312(b) of the existence of a fidu-
ciary relationship, notice of liability enforceable under this section

Google



EQ [Pon. 184)

in respect of u tax imposed by this title, if mailed to the person sub-
ject to the liability at his last known address, shall be suflicient for
the pursoscs 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) Derrstmion o “ TransFesee ".—As used in this section, the
term * transferee ” includes heir, legatee, devisee, and distributee,

SEC. 312, NOTICE OF FIDUCIARY RELATIONSHIP,

(a) Froocrary or Taxeaver—Upon notice to the Commissioner
that any person is acting in a fiduciary capacity 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 specifi-
cally provided and except that the tax shall be collected from the
estate of the tuxpnygd), until notice is given that the fiduciary
capacity has terminated.

(b) Froocrary oF Traxsreree —Upon notice to the Commissioner
that any person is acting in a fiduciary capacity for a persen subject
to the L jlitﬁ specified in section 311, the fiduciary shall assume, on
behalf of such person, the powers, rights, duties, and privileges of
such person uud];r such section (except that the liability shall be col-
leeted from the estate of such person), until notice is given that the
ﬁducin? capacity has terminated.

{e) Maxser or Normice—Notice under subsection (a) or (b)
shall be given in accordance with regulations prescri by the
Commissioner with the approval of the Secretary.

Sopplement O—0Overpayments

SEC, 321, OVERPATMENT OF INSTALLMENT.

I'f the taxpayer has paid as an installment of the tax more than
the amount determined to be the correct amount of such installment,
the ::-verpln ment shall be eredited against the unpaid instaﬂmenm*
if any. the amount already paid, whether or not on the basis o
i ents, exceeds the amount determined to be the correct amount
of the tax, the overpayment shall be credited or refunded as provided
in section 32E.

SEC. 322 REFUNDS AND CREDITS.

(a) Avrmomizarion.—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
ghall be refunded immediately to the taxpayer.

{b) Lisaration ox ArLowixce—

(1) Perion oF wiarration.—No such eredit or refund shall be
allowed or made after two years from the time the tax was paid
unless before the expiration of such period & claim therefor is file
by the taxpayer.

(2) Loyt oN asmovnt o crepit on REFUND.—The amount of the
credit or refund shall not exceed the portion of the tax paid durin
the two years immediately preceding the filing of the elaim, or 1
Ro claim was filed, then during the two years immediately preced-
ing the allowance of the credit or refund.
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c) Errecr or Permmiow o Boamp-—Tf the Commissioner has
mailed to the taxpayer a notice of deficiency 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 eredit or refund in
respect of the tax for the taxable vear in respect of which the Com-
missioner has determined the dehciency shall be allowed or made
and no suit by the taxpayer for the recovery of any part of such tax
ghall be instituted in any court except—

(1) A= to overpayments determined by a decision of the Board
which has become final ; and

(2) Asto any amount collected in excess of an amount computed
in accordance with the decision of the Dourd which has become
final ; and

{Ei As to any amount collected after the period of limitation
upon the beginning of distramnt or a procceding in court for col-
lection has BEI.}iI‘ﬁ(ﬁ but in any such {'Eﬁm for eredit or refund or
in any such suit for refund the decision of the Board which has
become final, as fo whether such period has expired before the
notice of deficiency was mailed, shall be eonclusive,

{d) Ovimrarment Fouxp pr DBoamp—If the Doard finds that
there is no deficiency and further finds that the taxpayer has mads
an overpayment of fax in respeclt 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 beeome final
be credited or refunded to the taxpayer. No such credit or refun
shall be made of any portion of the tax paid more than two years
before the filing of lie elaim or the filing of the petition, whichever
is earlier.

{e) Tax Wrrnnern ar Sovece—For refund or credit in case of
excessive withholding at the source, see section 143(f).

TITLE II—ADDITIONAL ESTATE TAX

BEC. 401. IMPOSITION OF TAX.

{2) In addition to the estate tax imposed by section 301({a) of the
Revenue Act of 1926, there is hereby imposed 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 801(a) of the

Revenue Act of 1928, computed without regard to the provisions

of this title.

{b) The tentative tax referred to in subsection (a) (1) of this sec-
tion shall equal the sum of the following percentages of the valua
of the net estate:

Upon net estates not in excess of $10,000, 1 per centum.

$100 upon not estates of $10.000; and upon net estates in excesa
of $10,000 and not in excess of $20,000, € per centum in addition
of such excess.

Fob. No, 1H—2=a
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$200 upon net estates of $20,000; and upon net estates in excess of
$20 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 530,000 and not in excess of $40,000, 4 per centum in sddition
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, 6 per centum in addition of
guch excess,

$1,500 upon net estates of $50,000; and upon net estates in excess
of £50,000 and not in excess of $100,000, 7 per centum in addition
of such excess.

$5,000 upon net estates of $100,000; and upon net estates in excess
of $100,000 and net in excess of $200,000, § per centurn in addition
of such excess,

$14 000 upon net estates of $200,000; and upon net estates in
excess of $200,000 and not in excess of $400,000, 11 per centum in
addition of such excess,

$36,000 upon nel estates of $400,000; and upon net estates in excess
of $400,000 and not in excess of $600,000, 13 per centum in sddition
of such excess,

£62,000 upon net estates of $600,000; and vpon net estates in excess
of $600,000 and not in excess of $300,000, 15 per centum in addition of
euch excess,

02 000 upon net estates of $800,000; and upon net estates in excess
of $800,000 and not in excess of $1,000,000, 17 per centum in addition
of such excess,

126,000 upon net estates of $1,000,000; and upon net estates in
excess of 31,000,000 and ot in excess of $1,500,000, 19 per centum
in addition of such excess.

$221,000 upon net estates of $1,600,000; and upon net estates in
excess of $1,500,000 and not in excess of $2,000,000, 21 per centum
in addition of snch excess,

526000 upon net estates of $2,000,000; and upon net estates in
excess of $2,000,000 and not in excess of $2,500,000, 23 per centum in
addition of such excess,

$441,000 upon net estates of $2,500,000; and upon net estates in
excess of 22500000 and not in excesa of $3,000,000, 25 per centum
in addition of such excess.

B560,000 upon net estates of S3,000,000; and upon net estates in
excess of $3,000,000 and not in excess of $3,500,000, 27 per centum
in addition of such excess,

701,000 upon net estates of $3.600,000; and upon net estates in
excess of §3.500,000 and not in excess of $4,000,000, 29 per centum in
addition of such excess,

$846,000 uggo net estates of $4,000,000; and upon net estates in
excess of $4.000,000 and not in excess of $4.500,000, 31 per centum
in addition of such excess,

£1,001.000 upon net estates of $4.500,000; and upon net estates in
excess of 24,500,000 and not in excess of $5,000,000, 33 per centum in
addition of such excess.
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$1,166 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, 35 per centum in
addition of such excess.

$1,516,000 upon net estates of $6,000,000; and upon net estates in
excess of H,D&;J,Eﬂﬂ and not in excess of 7,000,000, 37 per centum
in addition of such excess.

$1,886.000 u nel estates of $7.000,(00; and upon net estates in
excess of Ell ‘300 and not in excess of $8,000,000, 30 per centum in
addition of such excess.

WE}NO upon net estates of $8,000,000; and upon net estates in
excess o i&,ﬂgﬁﬂﬂ and not in excess of $9,000,000, 41 per centum
in addition of such excess.

5&,&36}000 u 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 per centum
in addition of such excess.

$3,116,000 upon net estates of $10,000,000; and upon net estates
in excess of $10,000,000, 45 per centum in addition of such excess.

(c¢) For the pu of this section the value of the net estate

be determined as provided in Title ITT of the Revenue Act of
1926, as amended, except that in lien of the exemption of $100,000
Eamﬁﬂg;ﬂdmin section 303 (a) (4) of such Act, the exemption shall

SEC. 402, CREDITS AGAINST TAX.

a) The credit provided in section 201(c) of the Revenue Act of
1926, as amended éﬁﬁ per centum credit), shall not be allowed in
res of such additional tax.

1‘;h} (1) If a tax has been paid under Title TTI 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 ineluded in the value of the

estate of the decedent for the purposes of this title, then thera
shall be credited against the tax imposed by section 401 of this Act
the amount of the tax paid under such Title TIT 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 mfi or
at the time of the death, whichever is lower) of so much of the
;:url:lnl:maz'l'g'e which constituted the gift as is included in the gross
estate, bears to the value of the entire pross estate, and (B) shall
not exceed the amount by which the gfx t tax paid under Title 111
of this Aect with respect to so much of the property as constituted
the gift as is included in the gross estate, exc the amount of the
eredit under section 301 (b) of the Hevenue Act of 1926, as amended
by this Aect.

(2) For the purposes of paragraph (1), the amount of tax paid
for any year under Title ITI of this Act with respect to any propert
ghall be an amount which bears the same ratio to the total tax plis
for such vear as the value of such property bears to the total
amount of net gifts (computed without deduction of the specific
exemption) for such year.

Google



B4 Pem, 144

BEC. 403. ASSESSMENT, COLLECTION, AND FAYMENT OF TAX.

Except as provided in section 402, the tax imposed by section
401 of this Act shall be assessed, m!!i , and paid, in the same
manner, and shall be subject to the same provisions of law (includ.
ing penalties), as the tax imposed by section 301 (a) of the Hevenue
Act of 1926, except that in the case of a resident decedent a return
ghall be required if the value of the gross estate at the time of the
decedent’s death exceeds $£50,000.

TITLE III—GIFT TAX

SEC. 501. IMPOSITION OF TAX.

(a) For the calendar i-enr 1932 and each calendar year thereafter
a tax, computed as provided in section 502, shall be imposed npon the
transfer urinf; such calendar year by any individual, resident or
nonresident, o im rty by gift.

{b) The tax shall apply whether the transfer is in trust or other-
wise, whether the gift 15 direct or indirect, and whether the property
is real or personal, tangible or intangible; but, in the case of a non-
resident not a citizen of the United gtatus, shall apply to a transfer
only if the property is situated within the Unitodpgtltaa. The tax
ghall not upfp{g to a transfer made on or before the date of the
ennctment of this Act.

(c) The tax shall not apply to a transfer of prnﬁﬂﬂ}f in trust
where the power to revest in the donor title to such property is
vested in the donor, either alone or in conjunction with any person
not having a substantial adverse interest in the disposition of such
property or the income therefrom, but the relinquishment or termina-
tion of such power (other than by the donor’s death) shall be
considered to s transfer by the donor by gift of the property
subject to such power, and any payment of the income therefrom
to a beneficiary other than the donor shall be considered to be a
transfer by the doner of such income by gift.

BEC. 502. 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 sggregate 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.

Girr Tax Rate ScEEbvLE

Upon net gifts not in excess of $10,000, three-fourths of 1 per
centum.

§75 upon net gifts of $10,000; and upon net gifts in excess of
10,000 and not in excess of $20,000, 114 per centum in addition of
Buﬂemm fts of $20,000; and fi £

& upon net gifts o ,000; and upon net gifts in exeess o
20 and not in excess of $3'D,li}ﬂ, 214 per centum in addition of
such excesa,
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$450 upon net gifts of $30,000; and upon net gifts in excess of
$30 and not in excess of $10,000, 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 éﬁﬂ,ﬂﬂm 33 per centum in addition of
such excess. .

$1,125 upon net gifts of 850000; and upon net gifts in excess
of $50,000 and not in excess of 100,000, 5 per centum in addition of
guch excess,

$3,6256 upon net gifts of $100,000; and upon net gifts in excess
of $100,000 and not in excess of 200,000, 614 per centum in addition
of such excess.

$10,125 upon net gifts of $200,000; and npon net gifts in excess
of $200,000 and not in excess of $400,000, 8 per centum in addition
of such excess.

$26,125 upon net gifts of $400,000; and upon net gifts in excess
of $400,000 and not in excess of $600,000, 014 per centum in addition
of such excess,

$45,125 upon net gifts of $600,000; and upon net gifts in excess of
$600,000 and not in excess of $800,000, 11 per centum in addition
of such excess,

£67,125 upon net gifts of $800,000; and upon net gifts in excess of
$500,000 and not in excess of $1,000,000, 1214 per centum in addition
of such excess.

$92,125 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, 14 per centum in addition
of such excess.

$162,125 upon net gifts of $1,600,000; and upon net gifts in excess
of $1,600,000 and not in excess of $2,000,000, 1514 per centum in
addition of such excess.

$239,625 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, 17 per centum in addi-
tion of such excess,

$324.625 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, 1814 per centum in
addition of such excess. ]

$417,125 upon net gifts of $3,000,000; and upon net gifts in excess
of 23,000,000 and not in excess of 3,500,000, 20 per eentum in addi-
tion of such excess.

$517,125 upon net gifts of $3,500,000; and upon net gifts in excess
of 33,500,000 and not in excess of $4,000,000, 2114 per centum in
addition of such excess,

$624.625 upon net gifts of $4000,000; and vwpon net gifis in
excess of 84,000,000 and not in excess of $4.500,000, 23 per centum in
addition of such excess.

2730625 upon net gifts of $4,500,000; unc‘!’&}mn net gifts in excesa
of $4.500,000 and not in excess of $3,000,000, 2414 per centum in
addition of such excess.

ﬁﬁ%égﬁ upon net gifts of $3,000.000: and upon net gifts in excess
of %35,

000 and not in excess of %6,000,000, 26 per centum in

addition of such exeess
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$1,122,125 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, per centum in
addition of such excess. .

$1.397,125 upon net gifts of :F?,DDB%ODO:, and upon net gifts in
excess of $7,000,000 and not in excess of $8,000,000, 28 per centum in
addition of such excess.

$1.687,125 upon net gifis of $8,000,000; and upon net gifts in excess
of $8,000,000 and not in excess of $3,000,000, 301, per centum in
addition of such excess. -

$1,002,125 upon net gifts of $8,000,000; and &Em net gifts in excess
of £0,000,000 and not in excess of $10,000,000, 82 per centum in
addition of such excess.

$2,212,125 upon net gifts of $10,000,000; and upon net gifts in
excess of $10,000,000, 331% per centum in addition of such excess.
SEC. 503, TRANSFER FOR LESS THAN ADEQUATE AND FULL CON-

BIDERATION.

Where property is transferred for less than an adequate and full
consideration in money or money’s worth, then the amount h‘i' which
the value of the prnpert‘y exceeded the value of the consideration
shall, for the purpose of the tax imposed by this title, be deemed
a rift, and shall be included in computing the amount of gifts made
during the calendar year.

BEC. 504. NET GIFTS.

(a) Gexerav Dermxrrion.—The term “ net gifts ™ means the total
amount of gifts made during the calendar year, less the deductions
provided in section 505,

(b) Grrrs Less Trax $5000.—In the case of gifts (other than of
future interests in prupert-}"} made to any person by the denor durin
the calendar year, the first $5,000 of such gifts to such person sh
not, for the purposes of subsection (a), included in the total
amount of gifts made during such year,

SEC. 505, DEDUCTIONS.

In computing net gifts for any calendar year there shall be
allowed as deductions:

(2) HesmexTs.—In the case of a citizen or resident—

(1) Seecrrro exemerion.—An exemption of $50,000, less ths
aggregate of the amounts claimed and allowed as spa'.'ji,ic Exemp-
tion for preceding calendar years.

(2) Cmamranie, ¥re., arrs—The amount of all gifts made
dunnisunh year to or for the use of—

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

{Bcg a corporation, or trust, or community chest, fund, or
foundation, 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 in-
ures to the benefit of any private shareholder or individual;

(C) a fraternal m'::.]r,r, order, or association, operating under
the lodge system, but only if such gifts are to be used exclusively
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for religious, charitable, scientific, literary, or educational pur-
, including the enconragement of art and the prevention
of cruelty to children or animals;

(I}) posts or organizations of war veterans, or nuxiliary units
or societies of any such posts or organizations, if such Jm&tﬂ
organizations, units, or societies are organized in the nited
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 veeational rehabilitation autherized
by section 12 of the World War Veterans' Act, 1924,

(b} Nowresmexnts.—In the case of a nomresident not a citizen of ths
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, lilerary, or educational pur-

, including the encouragement of art and the prevention of

eruelty to children or animals; no part of the net earnings of

which inures to the benefit of any private shareholder or indi-

vidual;

33} a trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, liter-
ary, or educational purposes, including the encouragoment of
art and the prevention of cruelty to children or animals; but only
if such gifts are to be used within the United States exclusively for
such purposes:

(4) a fraternal society, order, or nssociation, operating under
the lodge system, but only if such gifts are to be used within the
United States exclusively for religions, charitable, seientific, liter-
ary, 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 auxiliary units
or societies of any such posts or organmizations, 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;

(8) the special fund for voeational rehabilitation authorized by
section 12 of the World War Veterans' Act, 1924.

(e) The dedoctions provided in subsection (a) (2) or (b) shall
be allowed only to the extent that the gifts therein specified are
ineluded in the amount of gifts against which such deductions are
applied.

SEC. 506, 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.
SEC. 507. RETURNS.

(2) Regommesest.—Any individual who within the ealendar yvear
1932 or any calendar year thereafter makes any transfers by gift
(except those which under seetion 5304 are notl to be included in the
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total amount of gifts for such year) shall make a return under cath

in duplicate, e return shall set forth (1) each gift made during

the calendar year which under section 504 is to be included in com-

puting net gifts; (2) the deductions claimed and allowable under

section 505; (3) the net gifts for each of the preceding calendar

years; and (4) such further information as may be required by
lations made lE“mmnt to law.

b) Tisme axp Prace ror Fruaxe. The return shall be filed on or
before the 15th day of March following the close of the calendar
vear 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.

8EC. 508. RECORDS AND SPECIAL RETURNS.

{a) Br Doxor—Every person liable to any tax imposed by this
title or for the collection thereof, shall keep such records, render
under cath 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 Derezsaxe Liamuiry o Tax—Whenever in the judgment
of the Commissioner necessary ho may regmra any person, by notice
served upon him, to make a return, render under oath such state-
ments, or keep such records, as the Commissioner deems sufficient to
show whether or not such person is liable to tax under this title.
BEC. 509. PAYMENT OF TAX.

(a) Time or Parmest—The tax imposed by this title shall be
puid by the donor on or before the 15th day of ﬁarr:h following the
close of the ealendar year.

(b) Exrtewsion or Time ror Parmest—At the request of the
donor, the Commissioner may extend the time for payment of the
amount determined as the tax by the donor, for & period not to excead
gix months from the date prescribed for the payment of the tax.
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.

(¢} Voruwtary Aovaxce Pavumexwt—A tax imposed by this titl
may be paid, at the election of the donor, prior to the date prm&he?
for its inyment.

gd} ‘iracrioNal Parrs or Cext—In the ]E:yment of any tax
under this title a fractional part of a cent shall be disregarded unlesy
it amounts te one-half ecent or more, in which case it shall bae
inereased to 1 cent.

(e) Receiers.—The collector to whom any payment of any gift
tax is made shall, upon request, grant to the person making such
payment & receipt therefor.
8EC, 510. LIEN FOR TAX.

The tax im{mscd by this title shall be a lien upon all gifts mada
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
bg-. personally liable for such fax fo the extent of the value of such

ift. Any part of the property comprised in the gift sold by the
onee to a bona fide purchaser for an adequate and full considera-
tion in money or money’s worth shall be divested of the lien herein
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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 bonn fide purchaser for an
adequate and full consideration in money or money’s worth. If the
Commissioner is satisfied that the tax liability has been fully dis-
charged or provided for, he may, under regulations prescribed by
him with the Hl}pm“] of the Secretary, issue his certificate, releas-
ing any or all of the property from the lien herein imposed.
SEC, 611, EXAMINATION OF RETURN AND DETERMINATION OF
TAX. E

As soon as practicable after the veturn is filed the Commissioner
shall examine it and shall determine the correct amount of the tax.
8EC. 512. 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 uﬁn 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 cﬁruvinusly abated,
refunded, or otherwise repaid 1n respect of such tax; or

(2) If no amount is sguwn ns 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 previousl
assessed, or collected without nssessment, shall first be decre

the amounts previously abated, refunded, or otherwise repaid
in respect of such tax.

BEC. 513. ASSESSMENT AND COLLECTION OF DEFICIENCIES.

(a) Perrmion 1o Boawp or Tax Arresrs—If the Commissioner
determines that there is a deficiency in ect of the tax imposed
by this title, the Commissioner is authorized to send notice of such
deficiency to the donor by registered mail. Within 60 days after
guch notice is mailed (not muntin%anndu_v as the sixtieth day), the
donor may file & petition with the Board of Tax Arpeal-s for a rede-
termination of the deficiency. No assessment of a deficiency in
respect of the tax imposed by this title and no distraint or pro-
wgﬁg in court for its collection shall be made, begun, or prose-
cuted until such notice has been mailed to the donor, nor until the
expiration of such 60-day period, nor, if a petition has been filed
with the Board, until the decision of the Board has beeome final.
Notwithstanding the provisions of section 3224 of the Revised Stat-
ntes the making of such assessment or the beginning of such pro-
ceeding or distraint during the time such pl'ult':giti&n 12 in force may
be enjoined by a proceeding in the proper court.

For exceptions to the restrictions imposed by this snbsection see—

. (1) Subsection (d) of this section, relating to waivers by the

OnNorsg

(2) ‘:Subsecﬁan (f) of this seetion, relating to notifications of
mathematical errors appearing upon the face of the return;
gﬂg Section 514, relating to jeopardy assessments;
4) Bection 516, relating to bankruptcy and receiverships; and
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(5) Section 1001 of the Revenue Act of 1928, as !
relating to assessment or collection of the amount of the deficiency
determined by the Board pending court review.

(b) Coriecrion or Dericiexcy Fousp sy Boarp—If the donor
files a petition with the Board, the entire amount redetermined as
the deﬁ?:?unc}' by the decision of the Board which has become final
shall be nss&ssei and shall be paid upon notice and demand from
the collector. No part of the amount determined ns 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. )

(c) ﬁ-‘,ﬁn_.m i Frue Perrrion.—If the donor does not file a peti-
tion with the Board within the time prescribed in subsection {al)l
the deficiency, notice of which has been mailed to the donor, sha
be assessed, and shall be paid upon notice and demand from the
collector.

{(d) Warves or Resmmicmions.—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 [:? on the assessment
and. collection of the whole or any part of the deficiency.

(e) Imceease or Dericiency Arren Nomce Mameo—The Board
shall have jurisdiction to redetermine 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 addition
to the tax should be assessed, if claim therefor is asserted by the Com-
mis=ioner at or before the hearing or a rebearing,.

(f) Forraex Dericrexcy Lertems Resreioren—If the Cominis-
sioner has mailed to the donor notice of a deficiency as provided
in subsection u) of this section, and the donor files a petition with
the Board within the time prescrilied in such subsection, the Com-
missioner shall have no right to determine any additional deficien
in respect of the same calendar year, except in the case of fraud,
and except as provided in subsection (e) ufﬂlia section, relating to
nssertion of greater deficiencies before the Board, or in section
b14(c), relating to the making of jeopardy assessmenis. If the
donor is notified that, on sccount 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 been 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, Ecl:hzhit.mg assessment and collection until notice
of deficiency has n mailed, or of section 528(c), prohibiting
eredits or refunds after petition to the Board of Tax Appeals) as
g 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 assess-
ment or collection be prohibited by the provisions of subsection (a)
of this section.

g) Jumspicrioy Over Oraer Carespar Yeans—The Board in
etermining a deficiency in respect of any calendar year shall
eonsider such facts with relation to the taxes for other calendar
years as may be necessary correctly to redetermine the amount of
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guch deficiency, but in so doing shall have no ijuriadictinn to deter-
mine whether or not the tax for any other calendar year has been
overpaid or underpaid.

(h) Frxan Decrsioxs or Boarp—For the purposes of this title the
date on which a decision of the Board becomes final shall be deter-
mined according to the provisions of section 1005 of the Revenue
Act of 19286,

(i) Exrexsion or Trae roie Paysest oF Dercrescres—Where if
is shown to the satisfaction of the Commissioner that the payment
of & deficiency upon the date prescribed for the payment thereof
will result in undue hardship to the donor the Commissioner, with
the approval of the Secmurﬂ (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 &Df 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 in such
amount, not exceedin d:ﬂ:l& the amount of the deficiency, and with
such sureties, as the éommi.aaioner deems necessary, conditioned upon
the payment of the deficiency in accordance with the terms of the
extension.

(j) Apomess ror Norice or Derciency.—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
impns;& by this title, if mailed to the donor at his last known address,
ghall be sufficient for the purposes of this title even if such donor
is deceased, or is under o legal disability.

SEC, 514. JEOPARDY ASSESSMENTS.

() Avrmorrry vor Magixe—If the Commissioner believes that
the assessment or collection of a deficiency will be jeopardized b
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) Derciexcy Lerrers.—If the jeopardy assessment is made
before any notice in respect of the tax to which the jeopardy assess-
ment relates has been mailed under section 513(a), then the Com-
missioner shall mail & notice under such subsection within 80 days
after the making of the assessment.

ﬂie] Asouxt Assessasie Berore Decisioy or Boarn—The jeop-
ardy assessment may be made in respect of a deficiency greater or
leas than that notice of which has been mailed to the doner, despite
the provisions of section 513{}:]) prohibiting the determination of
additional deficiencies, and whether or not the donor 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 peti-
tion iz filed with the Board before 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 thervewith.

{d) Amovxt AssEssamie Arren Deosiow oF Doasp—If the
jeopardy assessment is made after the decision of the Board is
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rendered such assessment may be made only in respect of the defi-
clency determined by the Board in its decision.

(e) Expmarion or Rigur 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.

(£) Boxp 1o 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 & stay of collection of the whole or ml{)op“t of the amount
of the assessment by filing with the collector & 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) Samp—Furrser Coxvrrions.—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 & petition is not filed
within the ?eriod provided in such subsection, then the amount the
collection 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) Warver o¥ Stay.—Upon the filing of the bond the collection
of so much of the amount assessed as is covered 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 lﬂﬂ' part of the amount covered by
the bond, and if as a result of such waiver any part of the ameunt
covered by the bond iz paid, then the bond shall, at the request of
the donor, be proportionately reduced. If the Board determines
that the amount nssessed 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) Correcrion or Uxearn Amousts.—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 eollected as part of the tax
upon notice and demand from the collector, and any remaining
portion of the assessment shall be abated. Tf the amount alread
collected exceeds the amount determined as the amount whic

should have been assessed, such excess shall be credited or refunded
os provided in section 528, without the filing of claim therefor. It
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 ag part of the tax
upon notice and demand from the collector.

SEC. 515. CLATMS IN ABATEMENT.
No claim in abatement shall be filed in respect of any assessment
in respect of any tax imposed by this title,
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BEC. 516. BANERUPTCY AND RECEIVERSHIFS.

{a) Immeprate Assgssmest—Upon the adjodication of bank-
ruptey of any donor in any bankruptey proceeding or the appoint-
ment of a receiver for any donor in any receivership proceeding
before any court of the United States or of any State or Territo
or of the District of Columbia, any deficiency (together with
interest, additional amounts, or additions to the tax provided for
by law) determined b{the Commissioner in respect of a tax imposed
by this title upon such donor shall, despite the restrictions imposed
g{ﬁm{:ﬁun 513(n) upon assessments be immediately assessed if such

ciency has not theretofore 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 sccordance
with law, to the court {‘\!fﬂ]‘ﬁ which the ba ptey 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 getiﬁ-m for any such redetermination shall be
filed with the Board after the adjudication of bankruptey or the
sppointment of the receiver.

f'g} Uxeamn Craisms—Any portion of the claim allowed in such
bankruptey or receivership proceeding which is unpaid shall be
paid by the donor upen 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

roceeding. Extensiens of time for such payment may be had in

¢ snme manner and subject to the same provisions and limitations
ns are provided in seetions 513(i), 521(b), and 524(b)(3) in the
cage of a deficiency in a tax imposwd’ by this title.
SEC. 517. PERIOD OF LIMITATION UPON ASSESSMENT AND COL-
LECTION,

(a) Gesemar Rure—Except as provided in subsection (b), the
amount of taxes imposed by this title shall be assessed within thres
years after the return was filed, and no proceeding in court without
assessment for the collection of such taxes shall be begun after the
expiration of three years after the return was filed.

(b) Excerrioxs—

(1) Farse werory orn No rerueN.—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) Corrremion arter AssessmeNT.—Where the assessment of
gny tax imposed by this title has been mude within the statutory
period of hmitation properly applicable thereto, such tax may be
collected by distraint 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.

SEC. 518. SUSPENSION OF RUNNING OF STATUTE,

The running of the statute of limitations provided in section 517
on the making of nssessments 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
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for the period during which the Commissioner is prohibited from
making the assessment or beginning distraint or & proceeding in
court (and in any event, if a pr ing in m:svectaf the defi

is pluced on the docket of the Board, until the decision of the Boa
becomes final), and for 60 days thereafter,

SEC. 519, 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 prescribed by the Com-
missioner in pursnance of law, 25 per centum of the tax shall be
added to the tax, except that when @ 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 umount so added shall be collected in the same menner as
the tax. The amount added to the tax under this section shall be
in lieu of the 25 per centum addition to the tax provided in section
2176 of the Revised Statules, as amended.

SEC. 528, ADDITIONS TO THE TAX IN CASE OF DEFICIENCY.

(a) Necueesce—If any part of any deficiency is due to negli-
genee, or intentional disregard of rules and regulations but without
intent to defraud, 5 per centum of the total amount of the deficienc
(in addition to such deficiency) shall be assessed, collected, and pai
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) Fravo.—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
deficieney (in addition to such deficiency) shall be so assessed,
collected, and paid, in licu of the 50 per centum addition to the tax
provided in section 3176 of the Revised Statutes, as amended.

SEC. 521, INTEREST ON EXTENDED PAYMENTS.

(a) Tax Suowxs ox Reroex.—If the time for payment 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 the rate of 6 per centum per annum
from the date when such payment should have been made if no
extension had been ng].ﬂtE(E until the expiration of the period of
the extension.

b) Derrciewcy.—In case an extension for the payment 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
intqniat shall be collected on such part of the deficiency for such
'I'.b{‘..['lﬂ .

SEC, 522, INTEREST ON DEFICIENCIES,

Interest upon the amount determined as a deficiency shall be

ussessed at the same time as the deficiency, shall be paid upon notice
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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 sssessed, or, in the cass of a

waiver under section 513 (d), to the thirtieth day after the filing of

ﬁh wlariver or to the date the deficiency is assessed whichever is
e earlier,

SEC. 523. INTEREST ON JEOPARDY ASSESSMENTS.

In the case of the amount collected under section 514 (f) there
ghall be collected at the same time = 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
amount collected in excess of the amount of the jeopardy assessment,
interest as provided in section 522

SEC. 524. ADDITIONS TO THE TAX IN CASE OF NONPAYMENT.
(a) Tax Smows ox Rerurn—

(1) ParmesTt wor extenpEp,—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 col-
lected as a part of the tax, interest upon such unpaid amount at the
rate of 1 per centum & month from the due date until it is paid.

(2) Parsest extexoen—Where an extension of time for pay-
ment of the amount so determined as the tax by the donor has
been pranted, 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 para-
graph (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—

(1) Parmext wor exTeNpED.—Where a deficiency, or any inter-
ost assessed in connection therswith under section 522, or an
addition to the tax provided for in section 3176 of the Revi
Statutes, is not paid in full within 10 days from the date of notice
and demand from the eollector, there shall be collected as part of
the tax, interest upon the unpaid amount at the rate of 1 per
Fe;]tumlttll month from the date of such notice and demand until
1t 18 paid.

(2) Foaxa or seorarpy poxn—If a bond is filed, as provided
in section 614, the i:mvisiﬂns of paragraph i)la} of thia subsection
shall not apply to the amount covered by the bond.

(8) Payment extenpeo—1f the part of the deficiency the time
for pavment of which iz extended as provided in section 513(i)
is not pald in accordance with the terms of the extension, thers
shall be collected, as a part of the tax, interest on such unpaid
amount at the rote of 1 poer centum a month for the peried from
the time fixed by the terms of the extension for ifs payment until
it iz paid, and no other interest shall be collected on such unpaid
amount for such period.

(4) JEOPARDY ASSESSMENT—FAYMENT STAYED BY BOND—If the
amount included in the notice and demand from the collector
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under section 514(i) is not oaid in foll 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 centom
a month from the date of such notice and demand until it is paid.
(5) INTEREST IN CASE OF BANKEUPTCY AND RECEIVERsHIFS.—If the
unpaid portion of the claim allowed in a bankruptcy or receiver-
ship 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 collected as a part of such amount inter-
est upon the unpaid portion thereof at the rate of 1 per centum a
month from the date of such notice and demand until payment.

BEC. 525. FPENALTIES,

a) Any person required under this title to pay any tax, or

{ui}md by i‘]I“:m'-;- nrmrggulntirms made under auﬂfm?irty 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 willfully fails to pay such tax, make
such return, keep such records, or supply such information, at the
time or times required by law or re ions, shall, in addition to
other penalties provided by law, be guilty of & misdemeanor and,
upon convietion thereof, be fined not more than $10,000, or impris-
oned for not more than one year, or both, together with the costs of
prosecution.

(b) Any perzon who willfully attempts in any manner (o 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, on convietion thereof, be fined not more than $10,000, or
imprisoned for not more than five years, or both, together with the
costs of prosecution.

BEC. 526, TRANSFERRED ASSETS,

{a) Mernop or Correcrion.—The amounts of the following liabil-
ities shall, except as hereinafter in this section 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
umposed by this title (including the provisions in case of delinquency
in payment after notice and demand, the provisions authorizing dis-
traint and proceedings in court for colleetion, and the provisions
prohibiting claims and suits for refunds) :

(1) Traxsvenees—The liability, at law or in equity, of a trans-
feree of property of a donor, in respect of the tax (including
interest, ndditional amounts, and additions to the tax provided by
law) imposed by this title,

(2) Fwvcranmes—The liability of a fiduciary under section
3467 of the Revised Statutes [U. 5. C, title 31, sec. 192] in respect
of the payment of any such tax from the estate of the donor.

Any such hinbility may be either as to the amount of tax shown on
the return or as to any deficiency in tax.

(b) Perron op Loznramox.—The period of limitation for assess-
ment of any such liability of a transferce or fiduciary shall be as
follows:

{1} Within one vear after the expiration of the peried of limita-
tion 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

ing:

?::} Pemion ror AssessMeNT Acainst Doxor—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 occurred.

(d) Svseensiox or Ruxxive or Statvee or Lovrarions.—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 pro-
hibited from making the assessment in respect of the liability of the
transferee or fiduciary (und in nn?' event, if a proceeding in respect
of the liability is placed on the docleet of the Board, until the decision
of the Board becomes final), and for G0 days thercafter.

{;) Pronmrmios oF Svrrs 10 Resmnay Exvorcesmest or Lossmary
oF Traxsrenee ok Fiovciary.—No suit shall be maintained in any
court for the p'l.ll’i;t)ﬁﬂ of rest.raining the assessment or collection of
(1) the amount of the liability, at law or in equity, of a transferes
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) Dermvrriow or “ Trawsrenes ".—As used in this section, the
term “transferee”™ includes donee, heir, legatee, devisee, and
distributee,

{z) Appeess yon Notior oF Liaminiry.—In the abeence of notica
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 the liability at his last known address, shall be
sufficient for the purposes of this title eves if such person is deceased,
or is under a legal disability, or, in the case of a corporation, has
terminated its existence.

BEC. 527, NOTICE OF FIDUCIARY RELATIONSHIP.

(a) Fmucrary or Doxor—Upon notice 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 impmﬁ by this title (except as otherwise specifically
provided 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) Fmocrary or Transreree.—pon notice to the Commissioner
that any person is acting in a fiduciary capacity for & person subject
to the liability specified in section 526, the fiduciary shall assume,
on behalf of such person, the powers, rights, duties, and privil
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.

Pab, Ne, 104—7
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(e) Maxxrr or Nomice—Notice under subsection (a) or SB} shall
be given in accordance with tions prescribed by the is-
gioner with the approval of the Secretary.

SEC. 528. REFUNDS AND CREDITS,

(a) AvruorizaTiox.—Where there has been an overpayment of
any tax imposed by this title, the amount of such overpayment shall
be credite aﬁninst any gift tax then due from the taxpayer, and
any balance shall be refunded immediately to the taxpayer.

(b} LimrraTion o¥ ArmLowaNce—

(1) Prrion or taomrraTion.—No such eredit or refund shall be
allowed or made after three years from the time the tax was
paid, unless before the expiration of such period a claim therefor
is filed by the taxpayer.

(2) Liyrr ox amouxt o creprr on REruxp—The amount of
the credit or refund shall not exceed the portion 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 imme-
diately preceding the allowance of the credit or rtftmg.

(¢} Errecr or Perrmiox 10 Boarp—If the Commissioner has
mailed to the taxpayer a notice of deﬁcinn::jhuuder section ’.'-13{:1‘;
and if the taxpayer files a petition with the Doard of Tax Ap
within the time prescribed in such subsection, no credit ar refund
in respect of the tax for the calendar yvear 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 eourt except—

(1) Asto overpavments determined by o decision of the Board
which has become final; and

(2) As to any amount collected in excess of an amount com-
E;sct,ed in accordance with the decision of the Board which has

ome final: and

(8) As to any amount collected after the period of limitation
upon the beginning of distraint or a proceeding in court for col-
lection has ex ireg: but in any such eclaim for eredit or refund
or in any sun::lllJ 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) Ovespaymest Fouso sy Boanp—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 taxpaver. No such credit or refund
shall be made of any portion of the tax paid more than three vears
before the filing of the claim or the filing of the petition, whichever
is earlier,

SEC. 529 LAWS MADE APPLICAELE.

All administrative, special, or stamp provisions of law, including
the law relating to the assessment of taxes, so far as nppiicnble, are
hereby extended to and made a part of this title.
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SEC. 530. RULES AND BEGULATIONS.
The Commissioner, with the approval of the Secretary, shall pre-
scriba and publish all needful rules and regulations for the enforce-

ment of this title.

SEC. 531. DEFINITIONS.

For the purposes of this title—

(a) Carexvar Year—The term * calendar year ™ includes only the
calendar year 1832 and succeeding calendar 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) Prorerry Wrrnix Usitep States—Stock in a domestic eor-
poration owned and held by a nonresident shall be deemed property
situated within the United States.

SEC, 532, SHORT TITLE.
This title may be cited as the * Gift Tax Act of 1032,

TITLE IV—MANUFACTURERS' EXCISE TAXES

SEC. 601. EXCISE TAXES ON CERTAIN ARTICLES.

(a) In addition to any other tax or duty imposed by law, thers
shall be imposed a tax as provided in subgection () on every articls
imported into the United States unless treaty provisions of the
United States otherwize provide.

(|h} 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 1030, and shall be treated for the purposes of all pro-
visions of law relating to the customs revenue as arguty imposed by
guch Act, except that—

{Ii 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, plos (B) the customs duties, if any, imposed thercon under
any provision of law;

32 for the purposes of section 489 of such Act (relating to
additional duties in certain cases of undervaluation) such tax
ghall 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 flexible
tariff provision) such tax shall not be considered a duty;

{3) such tax shall not be imposed upon any article imported
prior to the date on which this title tukes effect;

(4) no drawback of such tax (except tax paid upon the impor-
tation of an article described in subsection (c) {49? (5), {E}, or
(7)) shall be allowed under section 313(a}, (b), or {fi) of the
Tariff Act of 1930 or any provision of law allowing a drawback
of customs duties on articles manufactured or produced with tha
use of duty-paid materials;

(5) such tax (except tax under subsection (¢) (4) to (7), inclu-
sive) shall be imposed in full notwithstanding any provision of
law granting exemption from or reduction of duties to products
of any possession of the United States; and for the pur‘[‘um of
taxes under subsection (¢) (4) to (7), inclusive, the term * United
States ” includes Puerto Rico.
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() There is hereby imposed upon the following articles sold in
the United States by the manufacturer or prodneer, or im
into the United States, & tax at the rates hereinafier sot forth, to be
paid by the manufacturer, producer, or importer :

(1) Lubricating oils, 4 cents a gallon; but the tax on the articles
deseribed in this paragraph shall not apply with respect to the
importation of such articles.

2) Brewer's wort, 15 cents a pallon. Liguid malt, malt syrup,
and malt extract, fluid, solid, or condensed, made from malted
cereal grains in whole or in part, unless sold to a baker for use in

ing or to a manufacturer or producer of malted milk, medicinal

roducts, foods, cereal beverages, or textiles, for use in the manu-
acture or fmdm-.tiﬂn of such produets, 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.

3} Grape concentrate, evaporated grape juice, and grape syrup
(other than finished or fountain syrup), if containing more than
35 ﬁer centum of sugars by weight, 20 cents a gallon. No tax
shall be imposed under this paragraph (A) upon any article which
contains preservative sufficient to prevent fermentation when
diluted, or (B) upon any article sold to a manufacturer or pro-
ducer of food producis or soft drinks for uze in the manufacture
or production of such produets,

(4) Crude petroleum, 34 cent per gallon; fuel oil derived from

troleum, gas oil derived from petroleum, and all liquid deriva-

ives of erude petroleum, except lubricating oil and gasoline or
other motor fuel, 14 cent per gallon; gasoline or other motor fuel,

215 cents per ga]ltrn; lubricating oil, 4 cents per gallon; paraffin

and other petroleum wax products, 1 cent pound. The tax

on the articles described in this paragraph shall apply only with
to the importation of st.wll: articles,

6} Coal of all sizes, grades, and classifications (exvept culm
and dufl), eoke manufactured therefrom; and ecoal or coke bri-
quettes, 10 conts I{1J|ar 100 pounds. The tax on the articles deseribed
in this paragraph shall apply only with respect to the importation
of such articles, and shall not be imposed upon any such article if

ﬂuriu%ﬁtihe preceding calendar vear the exporis of the articles
deseribed in this para%rap}[ from the United States to the country
from which such article is imported have been greater in quantity
than the imports into the United States from such country of the
articles described in this paragraph.

(8) Luwmer, 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.

f‘ﬁc Copper-bearing ores and concentrates and articles provided
for in paragraph 816, 380, 881, 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 furifier, That ores or concen-
trates usable as a flux or sulphur reagent in copper smelting and/or
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converting and having a copper content of not more than 15
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 para-
graph, in which copper (including copper in alloys) is the com-
gonent material of chief value, 3 cents per pound. All articles
utiable under the Tariil Act of 1830, not provided for heretofore
in this paragraph, containing ¢ per centum or more of copper b
weight, 3 per centum ad valorem or -}% of 1 cent per ung:
whichever is the lower. The tax on the articles descri n
this paragraph shall apply only with respect to the importation
of such articles. The Secretary is authorized to prescribe all
necessary regulations for the enforcement of the provisions of
this paragraph.
SEC. 602. TAX ON TIRES AND INNER TUBES.
There is hereby imposed upon the following articles sold by the
manufacturer, producer, or imperter, a tax at the following rates:
(1) Tires wholly orin part of rubber, 214 cents a ggum’l on total
welght (exclusive of metal rims or rim bases), to determined
under regulations prescribed by the Commissioner with
approval of the Secretary.
2) Inner tubes (for tires) whelly or in part of rubber, 4 centa
a pound on total weight, to be determined under regulations
rescribed by the Commissioner with the approval of the
ecretary.

SEC. 603, 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, cosmeties, petroleum Jnllius, hair oils, pomades, hair
dressings, hair restoratives, hair dyes, tooth and mouih washes
&mpt- that the rate shall be 5 per centum), dentifrices (except that

rate shall be 5 per centumfftoﬂth pastes (except that the rata
ghall be 5 per centum), aromatic cachous, toilet soaps (except that
the rate shall be 5 per centum), toilet g.mwdcrs, and any similar
substance, article, or preparation, 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.
SEC. 684. TAX ON FURS.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, a tax equivalent to 10
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.

SEC. 605, TAX ON JEWELRY, ETC.

There is hereby imposed upon the following articles, sold by the
manufacturer, producer, or importer, o tax equivalent to 10 per
centum of the price for which so sold : All articles commonly or com-
merciglly known as jewelry, whether real or imitation; pearls, pre-
cious and semiprecious stones, and imitations thereof; articles made

Google



102 [Pum. 154]

of, or ornamented, mounted or fitted with, precious metals or imita-
tions thereof or ivory (not including surgical instruments or silver-
plated ware, or frames or mountings for s les or eyeglasses) ;
watches; clocks; parts for watches or clocks sold for more than g
eents each; opera }f!m&s; 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 l‘g

BEC, 806. TAX ON AUTOMOREILES, ETC.

There iz hereby imposed upon the following articles sold by the
manufacturer, producer, or importer, a tax equivalent to the follow-
ing percentages of the price for which so sold ;

I{a} Automobile truck chassis and automobile truck bodies (includ-
ing in both cases parts or accessories therefor sold on or in conneec-
tion therewith or with the sale thereof), 2 per centum. A sale of an
automobile truck shall, for the purposes of this subsection, be con-
sidered 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 con-
nection ttemwith or with the sale thereof), except tractors, 3 per
centum. A ssle of an antomaobile shall, for the pu of this sub-
gection, be considered to be a sale of the chassis and of the hody.

() 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 and subsections (a) and (b),
spark plugs, storage batteries, leaf springs, coils, timers, and tire

nins, which are suitable for vse on or in connection with, or as
component parts of, any of the articles enumerated in subsection
(n) or (b), shall be considered parts or accessories for such articles,
whether or not primarily adapted for such use. This subsection
shall not uppl{ to chassis or bodies for sutomobile trucks or other
sutomobiles. Under regulations prescribed by the Commissioner,
with the approval of the Secretary, the tax under this subsection
shall not apply in the casze of sales of parts or accessories by the man-
ufacturer, producer, or importer to a manufacturer or Emducer of
any of the articles enumerated in subsection (a) or (b). If any
such parts or accessories are resold by such vendee otherwise than
on or in connection with, or with the gale of, an article enumerated
in subsection (&) or (b) and manufactured or produced by such
vendee, then for the purposes of this section the vendee shall be
considered the manufacturver or producer of the parts or accessories
g0 resold, -

(d) Under regulations prescribed by the Commissioner, with the
approval of the reta?', the tax under subsection (a) or (b} shall
not apply in the case of sales of bodies by the manufacturer, pro-
ducer, 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 ih] guch vendee shall be considered
the manufacturer or producer of such bodies.

(e) If tires or inner tubes on which tax has been imposed under
this title are sold on or in comnection with, or with the sale of, &
thassis, body, or motor cycle, there shall (under regulations pre-
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scribed by the Commissioner, with the approval of the Secretary) be
credited agninst 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
cenlum—

(1) of the purchase price (less, in the case of tires, the part of
guch price attributable to the metal rim or rim base) if such tires
or inner tubes were taxable under section G2 (relating to tax on
tires and inner tubes) ; or

(2) if such tires or inner tubes were taxable under section 022
(relating to use by manufacturer, producer, or importer) then of
the price (less, in the ease of tires, the part of such price attribut-
able 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 manu-
facturers, producers, or importers thereof, ss determined by the
Commissioner.

(f) (1) Where prior to August 1, 1934, 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 iz 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 whole-
saler, jobber, or distributor. For the purposes of this subsection, an
articlé shall be considered as “ held by a dealer " if title thereto ling
passed to such dealer (whether or mot 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,

(8) Under regil:tiuna preseribed by the Commissioner, with the
approval of the retary, the refund provided by this subsection—
(A) may be applied as a eredit against the tax shown by subsequent
returns of the manufacturer, producer, or importer, and (B) may
be made to the dealer instead of to the manufacturer, producer, or
importer, if the manufacturer, producer, or importer waives any
claim for the amount so to be refunded.

(4) When the refund, eredit, or abatement provided for in this
subsection has been allowed fo the manufacturer, producer, or
impeorter, he shall remit to the dealer to whom was sold the article
in respect of which the refund, eredit, or abatement was allowed, so
much of that amount of the tax corresponding to the refund, crediﬁ
or abatement, as was included in or added to tﬁe price paid or agree
to be paid by the dealer. Upon the failure of the manufacturer, pro-
ducer, or importer to make such remission he shall be liable to the
dealer for damages in the smount of three times the amount thereof,
and the court shall inelude in any judgment in favor of the dealer
in any soit for the recovery of such damages, costs of the suit and a
reasonable sttorney’s fee to be fixed by the court.

SEC. 607. 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
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eentum of the price for which so sold: Chassis, cabinets, tubes,
reproducing units, power packs, and phonograph mechanisms, suit-
able for use in connection with or as part of radio receiving sets or
combination radio and phonograph sets (including in each case parts
or accessories therefor sold on or in connection therewith or with
the sale thereof), and records for hﬂnu%uphs. A sale of any two
or more of the above articles shall, for the purpose of this section,
be conszidered a sale of each separately.

BEC. 608, TAX ON MECHANICAL REFRIGERATORS.

There is hereby imposed upon the following articles, sold hg the
manufacturer, producer, or importer, a tax equivalent to 5 per
centum of the price for which so sold:

{n:{ Household type refrigerators (for single or multiple cabinet
installations) operated with electricity, gas. kerosene, or other means
glmlu:iing parts or accessories therefor sold on or in connection

erewith or with the sale thereof).

b) Cabinets, compressors, «:*4:-n\cluzllan\v:r*e-;,E expansion units, absorbers,
and controls ﬂhcmfnnfter referred to as igerator components ™)
for, or suitable for use as part of or with, any of the articles enu-
merated in subsection (a) (including in each case parts or accessories
for such refrigerator components sold on or in connection therewith
or with the sale thercof) execept 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 manufacturer,
producer, or importer to a manufacturer or producer of refrigerators
or refrigerating or cmlinﬁ; apparatus. If any such refrigerator com-
ponents are resold by such vendee otherwise than on or in connection
with, or with the sale of, complete refrigerators or refrigerating or
eooling apparatus, manufactured or pmﬁumd by such vendee, t
for the purposes of this section the vendee shall be considered the
manufacturer or producer of the refrigerator components so resold.

BEC, 609, TAX ON SPORTING GOODS,

There is hereby imposed upon the following articles, sold by ths
manufacturer, producer, or importer, a tax equivalent to 1
centum of the price for which so sold : Tennis rackets, tennis rﬂ:ﬁi
frames and strings, nets, racket covers and presses, skates, snowshoes,
skis, toboggans, canoe paddles, polo mallets, baseball bats, gloves
masks, protectors, shoes and uniforms, football helmets, harness an
uniforms, basket imll_ goals and uniforms, golf bags and clubs, lacrosse
sticks, balls of all kinds, including baseballs, footballs, tennis, golf.
lacrosse, billiard and ] balls, fishing rods and reels, billiard an
pool tu‘t’ala.-s, chess nndpti‘(lllecknr boards and pieces, dice, pames and
parts of games (except playing cards and children's toys and games) ;
and all similar articles commonly or commercially known as sport-
ing woods.

SEC. 610. TAX ON FIREARMS, SHELLS, AND CARTRIDGES.

There is hereby imposed upon firearms, shells, and cartridges, 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
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section shall not apply (1) to articles sold for the nse of the United
States, any State, ll:;rrilﬂry, or possession of the United States, any
politieal subdivision thereof, or the District of Columbia, or (2) to
pistols and revelvers,

SEC. 611. TAX ON CAMERAS.

There is hereby imposed upon cameras (except aerial cameras),
wnifhing not more than 100 pounds; and lenses for such cameras,
sold by the mnuufm:tm'[-r: producer, or im]ivorter‘ a tax equivalent
to 10 per centum of the price for which so sold.

BEC, 612, 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 14 of 1 cent
per 1,000 matches.

S8EC. 613, TAX ON CANDY.

There is hereby imposed upon candy, sold by the manuafacturer,
roducer, or importer, a tax equivalent to 2 per contum of the price
or which so sold.

BEC. 614. TAX ON CHEWING GUM.

There is hereby imposed upon chewing pum or substitutes there-
for, sold by the manufacturer, producer, or im];urtcr, & tax equiva-
lent to 2 per centum of the price for which so sold.

BEC, 615. 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 one-half of 1 per
centum of aleohol by volume, sold by the manufacturer, producer,
or importer, & tax of 114 cents per gallon.

(2) Upon unfermented grape juice, in natural or concentrated
form {wgoe‘th!-r or not sugar been added), containing 35 per
cantum or less of sugars by weight, sold by the manufacturer,
produecer, or importer, a tax of 5 cents per gallon.

(3) Upon alr unfermented fruit juices (except grape juice),
in natural or slightly concentrated form, or such fruit juices to
whieh 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 earbonated beveragmes, com-
monly known as soft drinks (except those described in paragraph
(1)), manufactured, compounded, or mixed by the use of eon-
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 {.irnpe juice), containing less
than one-half of 1 per centum of aleohol 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 np}ﬂe cider), sold by the manufacturer, producer, or importer,
a tax of 2 cents per gallon.
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(5) Upon all natural or artificial mineral waters or table waters,
whether carbonated or not, and all imitations thereof, sold by
the producer, bottler, or importer thereof, in bottles or other
clmdnuwntainers, at over 1214 cents per gl’!lon, n tax of 2 cents

0Tk,

Fm{rﬂﬁ Upon all finished or fountain syrups of the kinds used in
manufacturing, compounding, or mixing drinks commonly known
as soft drinks, sold Ly the manufacturer, producer, or imgurter, a
tax of @ conts per gallon; except that in the case of any such syrups
intended to be used in the manufacture of carbonated beverages
sold in bottles or other closed containers the rate shall be 5 cents
per gallon. Where any person conducting a soda fountain, ice
cream parlor, or other similar place of business 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 ¢ cents per
gallon ; and where any person manufacturing carbonated beverages
manufactures and uses any such syrups in the manufacture of
carbonated beverages sold in bottles or other clesed containers
there shall be levied, assessed, collected, and I_Enid on each gallon
of such syrips a tax of & cents per gallon. ‘The taxes imposed by
this puragm]llh shall not apply to finished or fountain syrups sold
for use in the manufacture of a beverage subject to tax under
para ]apla'u}{l:: or (4), nor to any article enumerated in section
€01 (e '

{7 {.Timn all earbonic acid gas sold by the manufacturer, pro-
ducer, 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 eream 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,

{hf Each manufacturer, producer, or importer of any of tha
articles enumerated in subsection (a) and each s:er-&un who sells
carbonic acid gas to a manufacturer of carbonated beverages or to
& person conducting a soda fountain, jee eream parlor, or other
gimilar place of business, shall make monthly returns under oath
in duplicate and pay the tax imposed in respect of the articles
enumerated in subsection (a) to the collector for the district in
which is located his prineipal place of business, or, if he has no
principal place of business in the United States, then to the collector
at Baltimore, Maryland. Such returns shall contain such informa-
tion and be made at such times and in such manner as the Clom-
missioner, with the approval of the Secretary, mn])' by regulations
preseribe.  The tax shall, without assessment by the Commissioner
or notice from the collector, be due and payable to the collector at
the time =o fixed for filing the return. Tf 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 t[lﬂ time the tax became due until paid.

(e) Each person required to pay any tax im-iposed by subsection
(a) shall procure and keep posted a certificate of registry in accord-
ance with regulations to be prescribed by the Commissioner, with
the approval of the Sccretary. Any person who fails to register
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or keep posted any certificate of registry in mecordance with such
regulations shall be subject to a penalty of not more than $1,000
for each such offense.

EEC. 616. TAX ON ELECTRICAL ENERGY.

(a) There is hereby imposed a tax equivalent to 8 per centum of
the amount paid on or after the fifteenth day after ﬂrl’: date of the
enaciment of this Act, Tor electrical ene for domestic or com-
mereinl 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 in subsection

a) shall collect the amount of the tax imposed by such subsection

m the FEm” making such payments, and shall on or before the
last day of each month male a return, under outh, 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

incipal place of business in the United States, to the collector at
Eﬂltimure, Maryland. Such returns shall contain sueh information
and be made in such manner as the Commissioner with the approval
of the Secretary may by regulation preseribe. 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 Secrelary, but no such extension shall be for
more t.Enn 90 days. The provisions of sections 771 to 774, inclusive,
shall. in lien of the provisions of sections 619 to €29, inclusive, be
applicable in respect of the tax imposed by this section,

¢) 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 sobdivision thereof, or the
District of Columbia. The right to exemption under this subsection
shall be evidenced in such manner s the Commissioner with the
approval of the Secretary may by regulation prescribe.

BEC. 617. TAX ON GASOLINE.

(a) There is herchy impnmd on gasoline sold by the importer
thereof or by a producer of gasoline, a tax of 1 cent & gallon, except
that under regulations prescribed by the Commissioner with the
approval of the Sceretary the tax shall not apply in the case of sales
to a producer of gasoline.

[hf!f a producer or importer uses (otherwise than in the produc-
tion of gasoline) gasoline sold to him free of tax, or produeed or
impo by him, such use shall for the purposes of this title be
considered a sale.

{c) Asused in this section—

(1) the term * Tmlumr " ineludes a refiner, compounder, or
blender, and a dealer selling gasoline exclusively to producers of
gasoline, as well as a producer.

(2) the term ¥ gasoline ™ means gasoline, benzol, and any other
liquid the chief use of which is as a fuel for the propulsion of
motor vehicles, motor boats, or acroplanes.

SEC. 618, DEFINITION OF SALE.

For the purposes of this title, the lesse of an article shall be
considered the sale of such article.
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SEC. 619, SALE I'RICE.

(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 ch inei-
dent 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 (not required by the
foregoing sentence to be included) shall be excluded from the price
only if the amount thereof is established to the satisfaction of the
Commissioner, in accordance with the regulations.

(b} If an article js—

1) sold at retail;

Ei aold 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,

{c{ Tn 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 install-
ments and title to the article sold does not pass untﬂ s future date
notwithstanding partial payment by installments, or (3) a condi-
tional sale, there shall be fpnid upon cach payment with respect to
the article that portion of the total tax which is proportionate to
the portion of the total amount to be paid represented by such
payment.

SEC. 620. SALE OF ARTICLES FOR FURTHER MANUFACTURE.

Under regulations preseribed by the Commissioner with the
approval of the Secretary, no tax under this title shall be imposed
upon any article (other than a tire or inner tube, or an articls taxable
under section G604, relating to the tax on furs) sold for use ans
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
vendee which will be taxable under thig 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
he shall be considered the manufacturer or producer of such article.

SEC. 621, CREDITE AND REFUNDS,
(a) A credit against tax under this title, or a refund, may be
allowed or made—

1) to & manufacturer or producer, in the amount of any tax
under this title which has been paid with respect to the sale of
any article Sﬂﬂmr than a tire or inner tube) purchased by him
and used by him as material in the manufacture or production of,
or as a_eomponent f:.zﬂ of, an article with respect to which tax
under this title has been paid, or which has been sold free of tax
by virtue of scction 620, relating to sales of articles for further
manufacture.

(2) to any person who has paid tax under this title with
respect to an artiele, when the price on which the tax was based is
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readjusted by reason of return or re ion of the article or a

covering or container, or by a bona fide discount, rebate, or allow-

ance; in the amount of that E:.‘t of the tax proportionate to the
part of the price which is retunded or credited.

(b) Credit or refund under subsection {(a) shall be allowed or
made only upon compliance with regulations prescribed by the
Commissioner with the approval of the Secretary.

(e) In no ecase shall interest be allowed with respect to any
amount of tax under this title eredited or refunded.

(d) No overpayment of tax under this title shall be credited or
refunded (otherwise than under subsection (&)), in pursuance of a
court decision or otherwise, unless the person who paid the tax
establishes, in accordance with regulations preseribed by the Com-
missioner with the approval of the Secrefary, (1) that he has not
included the tax in the price of the article with respect to which it
was imposed, or collected the amount of tax from the vendee, or

2) that he has repaid the amount of the tax to the ultimate pur-
chaser of the article, or unless he files with the Commissioner writ-
ten c(jl_nse?t of such ultimate purchaser to the allowance of the eredit
or refund.

BEC. 622, USE BY MANUFACTURER, PRODUCER, OR IMPORTER.
If—

1) any person manufactures, produces, or imports an article
(other than a tire or inner tube) and vses it {nt.ﬁgfrw’tm than as
material in the manufacture or production 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 manufae-
ture) ; or

(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 tha
tax on automobiles, or uses it;

he ghall be linble for tax under this title in the same manner 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
guch or similar articles are sold, in the ordinary course of trade, by
manufacturers, producers, or importers thereof, as determined by
the Commissioner.

SEC. 623 SALES BY OTHERS THAN MANUFACTURER, PRODUCER,
OR IMPOETER.

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, the right to sell such
article, the sale of such article by such person shall Ii taxable under
this title as if made by the manufacturer, producer, or importer,
and such person shall be liable for the tax.

BEC. 624. EXEMPTION OF ARTICLES MANUFACTURED OR PROIMICED
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 scheols, or by Indians under the juris-
diction of tha United States Government in Alaska.
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SEC. 625. 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 imposed under this subsection, and {23 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 contract
prohibits such addition) the vendee shall, in lieu of the vendor, pay
s0 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 15 consummated, and shall be collected, returned,
and paid to the United States by such vendor in the same manner
as provided in section T02. 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.

SEC. 626. RETURN AND PAYMENT OF MANUFACTURERS' TAXES.

(a) Every person liable for any tax imposed by this title other
than taxes on imp-:-rtat.imt (exeept 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 returns shall contain
such information and be made at such times and in such manner aa
the Commissioner, with the approval of the Secretary, may by
regulations prescribe.

(b) The tax shall, without assessment by the Commissioner or
notice from the collector, be due and fna}'abla to the collector 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 rate of
1 per centum a month from the time when the tax became due
until paid.

SEC. 627. APPLICABILITY OF ADMINISTRATIVE PROVISIONS.

All provisions of law (includin ogem.lties] applicable in respect
of the taxes imposed by section of the Revenue Act of 19286,
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 RULES AND REGULATIONS.

The Commissioner, with the anmvnl 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 preseribe and publish all needful rules and regulations for the
enforcement of this title in so far as it relates to the taxes which
under the provisions of section 601(b) are to be levied, assessed,
collected, and paid in the same manner as duties imposed by the
Tariff Act of 1930,

Google



[Pus. 154] 111

BEC 629. EFFECTIVE DATE.

This title shall take effect on the fifteenth d&nga after the date of
the enactment of this Act, except that section 628, relating to rules
and regulations, and this section, shall take effact on the date of the
enactment of this Aet. No sale or importation after June 30, 1934
{or after July 31, 1934, 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, or after June 30, 1933, in the
case of articles taxable under section 617, relating to the tax on
gasoline), shall be taxable under this title,

TITLE V—MISCELLANEOUS TAXES

Part 1—Tax on Telegraph, Telephone, Radio, and Cable Facilities

BEC. T01. 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, tei:sphunp,, cable, or radio
dispatch, mess or conversation, which originates on or after
such date and before July 1, 1934, 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
emount charged therefor; and
{C) cable and radio dispatches and messages 10 eents;
but only one payment of such tax shall be required, notwithstand-
ing the lines or stations of one or more persons are used for the
transmiszion of such dispatch, messagpe, or conversation; and
(2) a tax equivalent to 5§ per ceptum of the amount paid on or
after the fifteenth day after the date of the enactment 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, 1934, This parugraph shall not apply to the
smount paid for so much of such service as is utilized in the
conduct, by a common carrier or telephone or telegraph company
or radio broadeasting station or net work, of its business as such.
(b} No tax shall be imposed under this section upon any pavment
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
wrson for services or facilities utilized in the collection of news
or the public press or in the dissemination of news through the
ublic press, if Lhe elnrge for such services or facilities is billed
m writing to such person.  The right to exemption under this sub-
gection shall be evidenced in such manner as the Commissioner with
the approval of the Sceretary may by regulation prescribe,
SEC. 702, RETURNS AND PAYMENT OF TAX.
(a) The taxes imposed by section 701 shall be paid by the person
paying for the services or facilities.
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(b) Each person receiving any payments specified in section 701
shall collect the amount of tﬁe tax ?:1 by such section from 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 prin-
cipal 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 80 days.

Part II—Admissions Tax

SEC. T11. ADMISSIONS TAX,
(a) Paragraph (1) of section 500(a) of the Revenue Act of 1028,
as amended, is amended to read as follows:

“(1) A tox of 1 cent for each 10 cents or froetion thereof of
the amount paid for admission to any place, including admission
by senson ticket or subscription, to be paid ﬁy the person paying
for such admission; except 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 {ﬂam at o time when and under
circumstances under which an admission charge is made to other
persons, an equivalent tax shall be colleeted based on the price so
charged' to such other persons for the same or similar accommo-
dations, to be paid by the person so admitted. Amounts paid for
admission by season ticket or subscription shall be exempt onl
if the amount which would be charged to the holder or nuhscribeg
for a single admission is less than 41 cents;”

(b) Paragraph {EJ of section 500({a) of the Revenue Act of 1926,
as amended, 18 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, an
plazes other than the ticket offices of such theaters, operas, or other
Flnm of amusement, at a price in excess of the sum of the estab-
ished price therefor nt such ticket offices plus the amount of any
tax imposed under paragraph (1), a tax equivalent to 10 per
centum of the amount of sucﬁ excess; such tax to be returned and
paid, in the manner and subject to the interest provided in section
502, by the person selling such tickets; "

(¢) Bection 30 of the Revenue Act of 1926, as amended, is
amended by adding at the end thereof the following subdivision :

“{e) The exemplion from tax provided by subdivision (b) (1) (A)
shall not be allowed in the case of admissions to wrestling matches,
prize fights, or boxing, sparring, or other pugilistic matches or
exhibitions. The exemption from tax provided by subdivision (b)
(1) shall not be allowed in the case of admissions to any athletio
game or exhibition the proceeds of which inure wholly or partly
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to the benefit of any college or university Ifim‘:lu&ing any academy
of the military or naval forces of the United States).'

(d) Subscctions (a) and (c) shall take effect on the fifteenth day
after the date of the enactment of this Act.

{e) Effective July 1, 1984, section 500 aI}{I]I of the Revenue
Act of 1926, as amended by subsection (a) of this section, is amended
by striking out “less than 41 eents” wherever appesring in such
paragraph, and inserting in lien thereof “ $3 or less™.

Part III—Stamp Taxes

SEC, T21. STAMP TAX ON ISSUES OF RONDS, ETC.

(a) Subdivision 1 of Schedule A of Title VIII of the Revenue
Act of 1926 iz amended by striking out 5 cents " and inserting in
lien thereof * 10 cents ”, and h‘y inserting at the end thereof & new
sentence to read as follows: * The tax under this subdivision shall
not apply to any instrument under the terms of which the obliges
is required to make payment therefor in installments and is not
permitted to make in any year a payment of more than 20 per cen-
tum 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. B

(¢) Effective July 1, 1934, such subdivision 1, as amended by sub-
section (a) of this section, is amended by striking out “ 10 cents ™
and inserting in lieu thereof * 5 cents ™.

SEC. T22. ATAMP TAX ON IS5UES OF STOCK, ETC.

ia} Subdivision 2 of Schedule A of Title VIII of the Revenus
Act of 1926 is amended Lo read as follows:

%2, Capital stock (and similar interests), issue: On each original
issue, whether on organization or reorganization, of shares or certifi-
cates of stock, or of profits, or of interest in property or sccumu-
lations, by any corporation, or by any investment trust or similar
organization ({-r by any person on behalf of such investment trust or
gimilar organization) helding or dealing in anz of the instruments
mentioned or described in this subdivision or subdivision 1 (whether
or not such investment trust or similar organization constitutes a
corporation within the meaning of this Aect), on each 85100 of par
or?nte 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 (corporate share, or invest-
ment trust or other organization share, as the case may im}, 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 thercof
of such certificates (or of the shares where no certificates were
issued), or unless the actual value is less than $100 per ghare, in
which case the tax shall be 2 cents on each $20 of actual value, or
fraction thercof, of such certificates (or of the shares where no
certificates were issued).

Pub. Mo, 1H—-38
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“The stamps representing the tax imposed by this subdivision
shall be attached to the stock books or co ng records of the
organization and not to the certificates issued.”

b) Subsection (a) shall take effect on the fiftcenth day after the
date of the enactment of this Act.

(¢) Effective July 1, 1934, such subdivision 2, as amended by sub-
section (a) of this section, is amended by striking out “ 10 cents”
wherever appearing in such subdivision and inserting in lieu thereof
#5 cents ™, and by striking out “2 cents” end inserting in lien
thereof “1 cent ".

SEC. 723. STAMP TAX ON TRANSFER OF STOCKS, ETC.

(a) Subdivision 8 of Schedule A of Title VIIT of the Revenue
Act of 1626 is amended to read as follows:

“3. Capital stock {and similar interests), 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 shares or certificates men-
tioned or described in subdivision 2, or to rights to subscribe for or to
receive such shares or certificates, whether made upon or shown by
the bools of the corporation or other or nization, or by any assign-
ment in blank, or Ig')any delivery, or by any paper or agreement
or memorandum or other evidence of transfer or sale {whether
entitling the holder in any manner to the benefit of such share, cer-
tificate, interest, or rights, or not), on each $100 of par or face valua
or fraction thereof o% the cortificates 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 agrecment to
gell on each share (corporate share, or investment trust or other
organization sharve, as the case may be): Provided, That in case
the selling price, if any, is $20 or more per share the above rate
ghall be 5 cents instead of 4 cents: Provided further, That it is not
intended by this title to impose a tax upon an agreement evidencin
s deposit of certificates as collateral security for money loane
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 transfors 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 a nominee of such fiduci-
ary, or from one nominee of such fiduciary to another, if such shares
or certificates continue to be held by such nomines for the same pur-

ose for which they would be held if retained by such Gduciary, or
rom the nominee to such fiduciary, but such deliveries or transfers
ghall be accompanied by a certificate set forth the facts: Pro-
vided further, That in case of sale where avidence of transfer
is shown only by the books of the corporation or other erganization
the stamp shall be placed upon such books; and whers the clmnfz‘e 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
transfer is by delivery of the certificate assigned in blank there
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ghall be made and delivered by the seller to the buyer a hill 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
anmount of the sale, and the matter or thing to which it refers. Any

linble 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 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
memorandom thereof, as herein required, without having the proper
stamps affixed thereto, with intent to evade the foregoing provisions,
shall be deemed gui‘it}r of a misdemeanor, and upon conviction
thereof shall pay a fine of not exceeding $1,000, or be imprisoned not
mora 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, 1934, such subdivision 8, as amended by sub-
section (a) of this section, is amended by striking out “4 cents™
wherever appearing in such subdivision and inserting in lieu thercof
%2 conts ", pnd by striling out the following: “in case the selling
price, if any, is $20 or more per share the above rate shall be 5 cents
instead of 4 cents: Provided further, That ™.

BEC. 724. STAMP TAX ON TRANSFER OF BONDS, ETC.

() Schedule A of Title VIII of the Revenue Act of 1926 is
amended by adding at the end thereof a new subdivision to read
ag follows:

%9, Bonds, ete., sales or transfers: On all sales, or agresments
to sell, or memoranda of sales or deliveries of, or transfers of legal
title to any of the instruments mentioned or described in subdivision
1 and of a kind the issue of which is faxable thercunder, whether
made by any assignment in blank or by any delivery, or by any
paper or agreement or memorandum or other evidence of fransfer
or sale (whether entitling the helder in any manner to the benefit
of such mmstrument or not), on each 8100 of face value or fraction
thereof, 4 cents: Provided, That it 1z not intended by this title to
impose a tax upon an agreement evidencing a deposit of instruments
na collateral security for money losned thereon, which instruments
are not actually sold, nor upen the delivery or transfer for such
pu;:];]:me of instruments so deposited : Provided further, That the tax
shall not be imposed on deliveries or transfers of bonds in connection
with a reorgamzation (as defined in section 112 of the Revenue Act
of 1932) if any of the gain or loss from the exchange or distribution
involved in the delivery or transfer is not recognized under the
income tax law applicable to the year in which the delivery or trans-
fer 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
ther, That the tax shall not be imposed upen deliveries or transfers
from a fiduciary to a nominee of such fiduciary, or from one nomines
of such fiduciary to another, if such instruments continue to be held
by auch nominee for the same purpose for which they would be held
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if retained by such fiduciary, or from the nominee to such fiduciary,
but such deliveries or transfers shall be accompanied by a certifica
setting forth the facts: Provided further, That where the change of
ewnership 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 mﬁnﬂ! 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
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
person liable to pay the tax as herein provided, or anyone who acts
in the matter as agent or brolker for such person, who makes an
guech sale, or who in pursuance of any such =ale delivers any certifi-
cate or evidence of the sale of any such instrument, or bill or mem-
orandum_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 comviction
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) Subdivision 9 of Schedule A of Title VIII of the Revenne
Act of 1026, added to such schedule by subsection (a) of this section,
is repealed effective July 1, 1934,

BEC 725, STAMP TAX ON CONVEYANCES. ?

Bchedule A of Title VIIT of the Revenue Act of 1926 is omended
by adding at the end thercof a new subdivision to read as follows:

“ 8, Conveyances: Deed, instrument, or writing, delivered on or
after the 15th day after the date of the enactment of the Revenue
Act of 1932 and before July 1, 1934 (unless deposited in escrow
before .i}ilrit 1, 1882}, whereby any lands, tenements, or other real
sold shall be granted, assigned, transferred, or otherwise conveye
to, or vested in, the purchaser or purchasers, or any other person
or persons, by his, ler, or their direction, when the consideration
or value of the interest or property conveyed, exclusive of the value
of any lien or encumbrance remmnioig thereon at the time of sale,
exceeds $100 and does not exceed $500, 50 cents; and for each addi-
tional $300 or fractional part thereof, 50 cents. This subdivision
shall not apply to any instrument or writing given to secure a debt.”

SEC. 726 STAMP TAX ON SALES OF PRODUCE FOR FUTURE
DELIVERY.

(2) Subdivision 4 of Schedule A of Title VIII of the Revenue
Act of 1926 is amended h;.' striking out “ 1 cent ™ wherever npp-earing
in such subdivision, and tnserting in lica thereof “ 5 cents ™,

{(b) Subsection fa} shall take effect on the fifteenth day after the
date of the enaciment of this Act.

(¢) Effective July 1, 1934, such subdivision 4, as amended 1;11;
subsection (a) of this section, is amended by striking out ¥ 5 cents
rhmval; appearing in such subdivision and inserting in lieu thereof

1 cent ™,
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Part TV—Tax on Transportation of Oil by Pipe Line

SEC. 731. TAX ON TRANSPORTATION OF OIL BY PIPE LINE.

(a) There is hereby imposed upon all transportation of crude
petroleum and liquid products thereof by pipe line originating on
or after the fifteenth day after the date of the ensctment of thia
Act and befors July 1, 1034—

(1) A tax nqun'ain.-nb 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 transported or for any other
regson, a tax eguivalent to 4 per centum of the fair charge for
such transportation, to be paid by the person furnishing such
transportation,

(8) If (other than in the case of an arm’s length transaction)
the payment for transportation is less than the fair charge there-
for, n tax equivalent to 4 per centum of such fair charge, to be

aid by the person furnishing such transportation.
b) For the purposes of this section, the fair charge for transpor-
tation shall be computed—
1) from actunl bona fide rates or tariffs, or

2; if mo such rates or tariffs exist, then on the basis of the
actual bona fide rates or tarifls of other pipe lines for like services,
as determined by the Commissioner, or

(3) if nosuch rates or tariffs exist, then on the basis of a reason-
able charge for such transportation, as determined by the Commis-
sioner.

(c) Every person liable for the tax imposed under subsection {ng
ghall make monthly returns under cath in duplicate and pay suc
taxes to the collector for the district in which is located his principal

lace of business or, if he has no principal place of business in the

nited States, then to the collector nt Valtimore, 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 Secre-
tary, may by regulations presceribe.

Part Y—Tax on Leases of Safe Deposit Boxes

SEC. T41. 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 porposes of this section any vault, safe, box, or other
mceEtncl_n, 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 valu-
able personal property, shall be regarded as a safe deposit box.

{CFE\TE["F person making any collections specified in subscetion
(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
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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, Maryland. Such returns
ghall contain such information and be made in such manner as the
Commissioner, with the approval of the Secretary, may by regula-
tions preseribe.

Part VI—Tax on Checks, Ete.

BEC, 751. 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 July 1,
1934 : Checks, drafts, or orders for the payment of money, drawn upen
any bank, banker, or trust company; such tax to be paid by the
maker or drawer, )

(b) Every person paying any of the instruments mentioned in
gubsection (a) as drawee of such instrument shall collect the amount
of the tax im under such subsection by charging such amount
against any deposits to the credit of the maker or fmmlr of such
instrument, and shall on or before the last day of each month make
a return, under oath, for the preceding month, and such taxes
to the collector of the district in whicﬁ his nncipa.lp; ace of busi-
ness 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 Secretary, may by
regulations prescribe. Every person uired 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.

Part VII—Tax on Boats

SEC. 761. TAX ON USE OF BOATS,

{a) On and after July 1, 1932, and on July 1, 1933, and also
at the time of the original purchase of a new a.ci;t or other boat
by a user, if on any utﬁer date than July 1 and before July 1, 1934,
ﬂ{Em ig hereby imposed upon the use of vachts, pleasura boats, power
boats, sailing boats, and mofor boats with fixed or outboard engines,
not used axclusivafjr for trade, fishing, or national defense, a tax
st the following rates:

Length over 28 feet and not over 50 feet, $10.

Length over 50 feet and not over 100 feet, $40.

Length over 100 feet and not over 150 feet, $100.

Length over 150 feet and not over 200 feet, $150.

Le over 200 feet, $200,

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

talmtni-:n }shall be twice the amount of the tax provided in subseec-
oI (B ).

=gl R
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(¢) In determining the length of any of the foregoing, the meas-
urement of over-all length shall govern.

(d) In the case of a tax impozed at the time of the original pur-
chase of a new yacht or boat on any other date than July 1, the
amount to be paid shall be the same pumber of twelfths 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, charvitable, or religious
organization, Ex.tﬁ!si'-’ﬂi:f for furnishing aid, comfort, or relief to
BORIeI.

(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) applieable in
respect of the taxes imposed by section 702 of the Revenue Act
of 1920 shall, in so far as applicable and not inconsistent with this
Act, be applicable in respect of the taxes imposed by this section.

Part VIII—Administrative Provisions

SEC. 771, PAYMENT OF TAXES,

The taxes imposed by Parts I, 1V, V, and VI of this title shall,
without assessment by the Commissioner or netice from the collector,
be due and payable to the collector at the time fixed for filing the
refurn. I the tax is mot 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. REFUNDS AND CREDITS.

gn,} Credit or refund of any overpayment of tax imposed 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 suc persan extablizhes,
to the snliﬁgactgcn of the Commissioner, under such regulations
as the Commissioner with the approval of the Secretary may pre-
seribe, that he hag repaid the amount of such tax to the person from
whom he eollected it, or obiained the consent of such person to the
allowanee 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 agninst taxes due npon any monthly
return,

¢) Any person making a refund of any payment on which tax
under Part T or V has {vz-ﬂn collected, may repay therewith the
amount of tax collected on such payment, and the amount of tax
so repaid may be eredited aguinst the tax under any subsequent
refurn.

SEC. T73. REGULATIONS.

The Commissioner, with the approval of the Seeretary, shall
preseribe and &\;ubi.isi'l nll rmnrli'ul11 rules and regulations for the
enforcement of Parts I, IV, V, and VI of this title.

SEC. TH. APPLICABILITY OF ADMINISTRATIVE PROVISIONS,

All proviziens of law (including penalties) applicable in respect

of the taxes imposed by scction 500 of the Revenue Aet of 1926,
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ghall, in so far as applicable and not inconsistent with this Act,
be applicable in respect of the taxes imposed by Parts I, IV, V,
and EFII of this title.

TITLE VI—-ESTATE TAX AMENDMENTS

EEC. 801, CREDIT OF GIFT TAX ON ESTATE TAX.

Seetion 301 of the Revenue Aect of 1886 is amended by inserting
after =ubidivigion (a) a new sobdivision to read as follows:

“ (L) (1) If & tax has been paid under Title ITT of the Revenue
Act of 1932 on a gift, and theveafter upon the death of the donor
any amonunt in respect of such gift is required to be included in the
11?;1: of the gross estate of the decedent for the purposes of this
title, then there shall be credited against the tax 1mposed by sub-
division (a) of thiz section the amount of the tax paid under such
Title 111 with respect to so much of the property which constituted
the gift as is incﬁﬁml 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
iz lower) of so much of the property which constituted the gift
as iz included in the gross estate, bears to the value of the entire
pross estate,

“{2) For the pur g of pnrngru{h (1), the amount of tax
paid for any year under Title 1IT of the Revenue Act of 1932 with

t to any property shall be an amount which bears the zame
ratio to the total tax paid for such year as the value of such prop-
erty bears to the total amount of net gifts (computed without
deduction of the gpecific exemption) for such year.”

SEC, 802, 80 PER CENTUM CREDIT.

{n) Section 801(b) of the Revenue Act of 1920 is amended to
read as follows:

* (e) The tax imposed by subdivision {lel of thiz section shall be
credited with the amonnt of any estate, inheritance, legacy, or suc-
cession 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 eredit allowed by this subdi-
vision shall not execed B0 per centum of the tax imposed by sub-
division (a) (after deducting from such tax the credits provided by
subdivision (b)), and shall include only such taxes as were actually
paid and eredit therefor claimed within four years after the filing
of the return required by section 304, except that—

:él} If a 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
Exp;ratinn of 60 days after the decision nfp[;:hn Board becomes

nal.

“(2)_If, under subdivision (b) of section 305 or subdivision (i)
of section 308, an extension of time has been granted for payment
of the tax shown on the return, or of a dugzimt:y, then within
such four-year period or before the date of the expiration of the
period of the extension.
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Refund based on the credit may (despite the provisions of section
819) be made if claim therefor is filed within the period above
provided. Any such refund shall be made without interest, except
that where the overpayment was made prior to the enactment of
the Revenue Act of 1932, then interest shall be allowed and paid on
the amount refunded 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 Revenue Act of
1926 was filed more than three years before the enactment of this Act
(except in cases where a petition for redetermination of u deficiency
has been filed with the Board of Tax Appeals within the time
prescribed in section 308) the credit for estate, inheritance, legacy,
or suecession taxes shall be determined as if this section had not
been enacted.

SEC. 803, FUTURE INTERESTS.

(n) Section 302(c) of the Revenue Act of 1926, us 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 st any time made s transfer, by trust or otherwise, in contem-
plation of or intended to take effect in possession 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 retanined 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 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
gnle 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 considera-
tion, shall, unless shown to the contrary, be deemed to have been made
in contemplation of death within the meaning of this title.,”

(b} Section 302(f} of the Revenue Aet of 1926 is amended to read
as follows:

“(£) 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 conternplation of or intended to take effect in peasession
or enjoyment at or after his death, or (iﬂ]l by deed under which he
has retained 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 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; except in
case of a bona fide sale for an adequate and full consideration in
money or money's worth; and "

(¢} The first sentence of section 815(b) of the Revenue Act of
1926 is amended to read as follows:

“(b) If (1) except in the case of a bona fide sale for an adeguate
and full consideration in money or money’s worth, the decodent
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makes a transfer, by trust or otherwise, of any property in contem-
plation of or intended to take effect in possession or enjoyment at
or after his :Icuth‘, or makes a transfer, by trust or otherwise, pn-:ier
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 (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 the m, or (2)
if insurance 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 bene-
ficiary shall be personally liable for such tax, and such property,
to the extent of the 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.,”

SEC. 801, RELINQUISHMENT OF DOWER, ETC., AS CONSIDERATION.
Section 303 (d) of the Revenue Aet 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 promized relin-
quishment of dower, curtesy, or of a statutory estate created in lien
of dower or curtesy, or of other marital rights in the decedent’s
property or estate, shall not be considered to any extent a considera-
tion * in money or money’s worth "
SEC. 805. DEDUCTIONS.
Section 303(a) (1) of the Revenue Act of 1930, nz amended, is
amenied to read as follows:
%(1) Such amounts—
“{;‘lg for funeral expenses,
“(13) for administration expenses,

{C) Tor claims against the estate,

“(I7) for unpaid mortgages upon, or any indebtedness
in respect to, property where the value of decedent’s interest
therein, undiminished by such mortgage or indebtedness, is
included in the value of the gross estate, and

“(E) reasonably required and actually expended for the sup-
port during the settlement of the estate of those dependent upon
the decedent,

as are allowed by the Inws of the jurisdiction, wheiher within or
without the United States, under which the estate is being ad-
ministered. but not including any income taxes upon income
received nfter the death of !ﬁe decedent, or property taxes not
acerned before his death, or any estate, succession, legacy, or
irheritance taxes. The deduction Lierein allowed in the case of
elaims agninst the estate, unpaid mortgages, or any indebtedness
ghall, 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 maoney’s worth, There shall
also be deducted losses incurred during the seftlement of estates
avising from fires, storms, shipwrecks, or other casualiies, or from
theft, when such losses are not campensated for by insurance
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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, PRIOR TAXED PROPERTY.
(a) Section 308(a)(2) of the Revenue Act of 1928 is amended
to read as follows:

“(2) An amount equal to the value of any property (A) form-
ing a part of the gross estate situated in the l!;nited Btates of
any person who died within five years prior to the death of the
decedent, or (B) transferred to the decedent by %gt within five
gears prior to his death, where such property ean be identified as

aving 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
& pift tax imposed under the Revenue Act of 1032, or an cstate
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 Eetermined ns the value of such properly 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 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 p«aragruf:h shall be reduced by the amount so paid. The dedue-
tion allowable under this paragraph shall be reduced 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
smount ofherwize deduetible under this paragraph bears to the
vilue 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,”

(b} Section 803 (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) form-
ing & part of the gross estate situated in the United States of any

rson who died within five years prior to the death of the

ecedent, 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 ean be identified az 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 1832, or an
estate tax imposed under this or any prier 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 sz 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 wvalue of such
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property is included in that Ea;-t of the decedent's gross estate
which at the time of his death is situated in the United States.
Where n deduetion was allowed of any mnrtgn%a 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
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 deduet-
ible 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.”

EEC. 807. DEDUCTION OF BEQUESTS, ETC, TO CHARITY.

Sections 2803(n) (3) and 303(b) (3) of the Revenue Act of 1926

are amended by inserting after the first sentence of each a new
sentence to read as follows:
“1f the tax impozed 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 jurisdietion imposing the particular tax, payable in whole
or in part out of the bequesis,h egacies, or devises otherwise
deductible under this E:mgmph, then the amount deductible under
this paragraph shall the amount of such bequests, legacies, or
davises reduced by the amount of such taxes,”

SEC. 808. EXTENSION OF TIME FOR PATMENT.

(a) Section 305(b) of the Revenue Act of 1926 is amended to read
as follows:

“(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 Commis-
sloner mﬂ{l extend the time for Baymant of any such part not to
exceed cight years from the doe date. In such case the amount in
respect of which the extension is granted shall be paid on or befors
the date of the expiration of the period of the extension, and the
running of the statute of limitations for assessment and collection,
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:

“(i) Where it is shown to the satisfaction of the Commissioner
that the payment of a deficiency upen the date prescribed for the
payment thereof will result in undue hardship to the estate, the
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Commissioner, with the approval of the Secretary (except where
the deficiency is due to negligence, to intentional disregard of rules
and regu.latinn 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 four years. If an extension is granted,
the Commissioner may require the executor to furnish a bond in such
amount, not exceeding double the amount of the deficiency, and with
such sureties as the Cfgommissiuner deems necessary, conditioned upon
the payment of the deficiency in accordance with the terms of the
extension. In such ease the running of the statute of limitations for
assessment and collection, as provided in sections 310(a) and 311(b},
shall be suspended for the period of any such extension, and there
ghall be collected, as a part of the tax, interest on the part of the
deficiency the time for pavment 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 i so extended 13 not paid in accordance with the terms of the
extension, there shall be mﬁeeted, az  part of the tax, interest on
guch 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 pay-
ment until it is paid, and no other interest shall be collected on such
unpaid amount for such period.”
SEC. 808, LIEN FOR TAXES.

(a) Section 315(a) of the Revenus Act of 1926, as amended, is
;nl'llended by adding at the end thereof a new seémtence to read as
ollows;
“If 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 retary, issue his
certificate, releasing any or all property of such estate from the lien
herein imposed.”

(b) Section 618(b) of the Revenue Act of 1928 (relating to liens
for estate taxes) is repealed.

SEC, B10. REFUNDS.

(a) Section 819(b) of the Revenue Act of 1026 is amended to
read as follows:

“(b) All claims for the refunding of the tax imposed by this
title alleged to have been erroncously or illegally assessed or col-
lected must be presented to the Commissioner within three years
next after the payment of such tax. The amount of the 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
refund.”

(b} The last sentence of section 319(c) 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 vears (or, in the case of a tax im{pn@ed by this title, more
than three years) before the filing of the claim or the fling of the
petition, whichever is earlier.”

(e) Title I11 of the Revenue Act of 1924 is amended by inserting
after section 318 a new section to read as follows:
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“ Spo. 31815, The amount of any refund of the tax im by
Part I of this title shall not exceed the portion of the tax paid during
the four years immediately preceding the filing of the claim, or lf_nu
claim was filed, then during the four years immediately preceding
the allowance of the refund.”

(d) Section 319(b) of the Revenue Act of 1926, as amended by
this Act, and section 31814 of the Revenue Act of 1924, as added by
this Act, shall not bar from allowance a ¢laim for refund filed prior
to the enactment of this Act which but for such enmctment would
have been allowable.

EEC, B1l. FUTURE INTERESTS—EXTENSION OF TIME FOR PAY-
MENT OF TAX.

(a) Section 303 of the Revenue Act of 1926 is amended by adding
at the end thereof a new subdivision to read az follows:

“(e) Where there is included in the value of the gross estate the
value of a reversionary or remainder interest in property, the pay-
ment of the part of the tax imposed by this title attributable to
such interest may, at the election of the executor, be postponed until
six months after the termination of the precedent interest or inter-
ests in the Emrerty. and the amount the payment of which is so

ostponed shall then be payable, together with interest thereon at
he 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 payment 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 & bond in such
an amount, and with such sureties, as the Commissioner 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
suecession taves allowable as a it against the tax irﬂpuﬁai 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 percentage limitation contained in section
301 (e), 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 505 of the Revenue Act of 1920
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 1s attributable to a reversionary or
remainder interest in property.

TITLE VII-TAX ON TRANSFERS TO AVOID
INCOME TAX

BEC. 901. IMPOSITION OF TAX.

There shall bs imposed u%nn the transfer of stock or securities by
a citizen or resident of the United States, or by a domestic corpora-
tion or partnership, or by a trust which is not s foreign trust, to a
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foreign corporation as paid-in surplus or ss a contribution to -:apihj
or to a foreign trust, or to a foreign partnership, an excise tax equ
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.

BEC. ¥02. NONTAXABLE TRANSFERS,
The tax imposed by section $01 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 satisfac-
tion of the Commissioner that such transfer is not in pursuance of
' a plan having as one of its principal purposes the aveidance of
Federsl income taxes.
SEC. 903. 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 eash, 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. PAYMENT AND COLLECTION.

(a) The tax imposed by section 901 shall, without aseessment or
notice and dﬂl‘l:ll.l:tg?bﬂ due and payable by the transferor at the
time of the transfer, and shall be assessed, collected, and paid under
regulations preseribed by the Commissioner with the approval of
the Sceretary.

(b) Under regulations prescribed by the Commissioner with the
approval of the Seeretary the tax may be abated, remitted, or
refunded if after the transfer it has been established to the satisfac-
tion of the Commiszsioner that such transfer was not in pursuance
of a plan having as one of its principal purposes the aveidance of
Federal income taxes,

&c} 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 s
part of this title.

TITLE VIII-POSTAL RATES

BEC. 1001. POSTAL RATES.

() On and after the thirtieth day after the date of the enactment
of this Act and until July 1, 1934, the rate of postage on all mail
matter of the first class (except postal eards 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 addition
to the rate provided by existing law.

(b) On and after July 1, 1932, and until July 1, 1934, on the
advertising Enrtiun of any publication entered as second-class matter
subject to the zone rates of age under existing law, the rates
per pound or fraction thereof for delivery within the eight postal
zones established for fourth-class matter shall be as follows:

For the first and second zones, 2 cents,
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For the third zone, 3 centa,

For the fourth zone, 5 cents.

For the fifth zone, § conts,

For the sixth zone, 7 cents.

For the seventh zone, 9 cents.

For the eighth zone, and between the Philippine Islands and an
portion of the United States, including the District of Columbia an
the several Territories and possessions, 10 cents.

(¢} Only 85 per centum of the gross postal receipts during the
period the increased rate of postage provided in subsection (a)
remains i force shall be counted for the purpose of determining the
elass of the post office or the compensation or allowances of post-
masters or of postal employees of post offices of the first, second, and
third classes. For the purpose of determining the commissions (as
distinguished from the compensation and the allowances based
thereon) of postmasters of the fourth class, only 85 per centum of the
:ﬁ:pﬁcnble cancellations, collections, and receipts during such period
all be counted.

TITLE IX—ADMINISTRATIVE AND GENERAL
PROVISIONS

SEC. 1101. REVIEW OF DECIZEIONS OF BOARD OF TAX APPEALS.

{a) Section 1001(a) of the Revenue Act of 1926 (relating to
time for filing petition for review of decisionz of the Board of Tax
Appeals) is amended by striking out “ within six months afier the
decision iz rendered ” and inserting in lieu thervof * within three
maonths after the decision is rendered ™,

{b) The amendment made by subsection (a) of this section shall
not apply in respeet of decisions of the Board of Tax Appeals ren-
dered on or before the date of the enactment of this Act,

BEC. 1102, 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 compar-
irt'ﬁ! # transeript of the record, or for copying any record, entry, or
other paper and the comparison and certification thereof.”

BEC. 1103, LIMITATIONS ON SUITS BY TAXPAYERS.

(a) Section 3226 of the Revised Statutes, as amended, is amended
to read as follows:

“ 5re, 3286, No suit or proceeding shall be maintained in any court
for the recovery of any internal-revenve tax alleged to have been
erroneously or illegally assessed or collected, or of any penalty
claimed to have been collected without authority, or of any sum
alleged to have been excessive or in any manner wrongfully collected
until & claim for refund or credit has been duly filed with the Com-
missioner of Internal Revenue, according to the provisions of law in
that rezard, and the regulations of the Secretary of the Treasury
established in pursuance thereof; but such suit or proceeding may be
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maintained, whether or not such tax, penalty, or sum has been paid
under protest or duress. No such suit or proceeding shall be begun
befare the expiration 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 elaim to which such suit or pro-
ceeding relates,”

(b) Suits or proceedings instituted before the date of the enact-
ment of this Act shall not be affected by the amendment made by
subsection (a) of this scelion to seetion 3226 of the Revised Statutes.
In the case of suits or proceedings instituted on or after the date
of the enasctment 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

rovided by such section 3226 before its amendment by subsection

a) of this section.

SEC. 1104, DATE OF ALLOWANCE OF REFUND OR CREDIT.

Where the Commissioner has (before or after the enactment of
this Act) signed a schedule of overassessments in respect of any
internal revenue tax imposed by this Aet or nnF prior revenue Act,
the date on which he hrst signed such schedule (if after May 28,
1928} =hall be considered, as the date of allowanee of refund or
credit in respect of such tax.

SEC. 1105. FJEOPARDY ASSESSMENT.

(a) If the Commissioner finds that a person liable for tax (other
than income tax) under any provision of the internal-revenue laws
designs quickly to depart from the United States or to remove his
prl:lp&-rty therefrom, or to conceal himself or his &)Mpert therein, or
to do any other act tending to prejudice or to render wholly or partly
ineffectunl proceedings to collect such tax unless such proceedings
be brought without delay, the Commissioner shall cause notice of
such finding to be given such person, together with a demand for an
immediate return and immediate pavment of such fax, and such tax
shall therenpon become immediately due and payable.

(b} If such person (1) is not in defanlt in making sny return or
paying any tax under the internal-revenue laws, and (2) furnishes to
the United States, under regulations to be prescribed by the Commis-
sioner with the approval of the Secretary, security approved by the
Commissioner that he will duly return and pay the tax to which the
Commissioner’s finding relates, then such tax shall not be payable
prior to the time otherwise fixed for payment.

BEC. 1106. REFUNDS OF MISCELLANEQOUS 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 elaim was
filed, then during the four years immediately preceding the allow-
ance of the refund.”
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(b) The amendment rarde by subsection {a)h;rf this section to seq-
tion 3224 of the Revized Statutes 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.

BEC, 1107. ADJUSTMENTS OF CARRIERS' TAX LIABILITIES TO CON-
FOEM TO RECAPTURE PAYMENTS.

The Interstate Commerce Commission shall, as spon as practicable
efter its order with respect to the amount recoverable from any car-
rier under the provisions of section 15a of the Imterstate Comimerce
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 Kevenue the amount so paid. If the amount so paid
by such earrier 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 lability is affected, t{m Commissioner of Internal Hevenue
ghall determine any deficiency or overpayment attributable to such
difference, Notwithstanding any other provision 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 wpon notice and
demand from the collector, and (2) any such overpayment may be
eredited or refunded within two years from the date of such certifica-
tien, but not after unless, before the expiration of such period, a
cluim 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, 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 violat-
g internal revenue laws" approved July 5, 1884, ns amended, and
as reenacted by section 1110 of the Revenue Act of 1026, 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 ﬁcrim] of limitation shall be six years—

“(1) for offenses involving the defrauding or attempting to
defraud the United States or any agency thereof, whether by con-
spiracy or not, and in any manner,

“(IE for the offense of willfully attempting in any manner to
evade or defent any tax or the payment thereof, and

“(3) for the offense of willfully aiding or assisting in, or pro-
curing, counseling, or advising, the preparation or presentation
under, or in conpection with any matter arising under, the
internal revenue laws, of a false or fraodulent return, aﬂ'u’iavit,
claim, or document (whether or not such falsity or fraud is with
the knowledge or consent of the person authorized or required to

resent such return, affidavit, elaim, or document).
“For offenses nriﬁiniz under section 37 of the Criminal Code,
where the object of the conspiracy is to attempt in any manner to

Google st



[Fre. 18] 131

evade or defeat any tax or the Pfﬁmem thereof, the period of
limitation shall also be six years, e time during which the per-
son 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
proeeedings. Where a eomplaint is instituted before s commissioner
of the United States within the period above limited, the time shall
be extended until the discharge of the grand jury at its next session
within the distriet.”

(b) The amendment made by subsection (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, SPECIAL IMSBURSING 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 payment of all salaries
and expenses of such divisions, on giving good and sufficient bond
in such form and with such security as the Secretary of the Treasury
may ugwmﬂ-, notwithstanding section 3144, Revised Statutes, as
amended,

SEC. 1110, REFUND OF TAXES FOR TAXABLE YEAR 1918,
- fliectiun 284(h) of the Revenue Act of 1926 is amended to read as
ollows :

“(h) Escept as provided in subdivision (d) this section shall not

1) bar from allowance a claim for eredit or refund filed prior to
the enactinent 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 {Enr 1918, 1919, or 1920 if such claim is filed before
the expiration of five years after the date the return was due.”

SEC. 1111. DEFINITIONS.

{8) When used in this Act—

(1) The term “ person " means an individual, a trost 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,
juint venture, or other unineorporated organization, through or

y 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.

(#) The term * domestic™ when applied to s corporation 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 corporation or
Enﬂnemhip means o corporation or partnership which is not

omestie,

(6) The term “fiduciary ¥ means a guardian, trustee, executor,
administrator, receiver, conservator, or any person aetmg in any
fiduciary capacity for any person.
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(T) The term “ withholding agent ” means any person reqguired
to deduct and withhold any tax under the provisions of section
143 or 144,

{8) The term “stock ™ includes the share in an association,
joint-stock company, or insurance company.

{9) The term “shareholder ™ includes a member in an associa-
tion, joint-stock company, or insurance company.

(10} The term “ United States™ when uwsed in a geographical
sense includes only the States, the Territories of Alaﬁn and Ha-
wail, and the District of Columbia.

(11) The term “ Becretary” means the Becretary of the
Treasury.

{12) The term “ Commissioner® means the Commissioner of
Internal Revenue.

13) The term “ collector " means collector of internal revenue.
14) The term * taxpayer " means any person subject to u tax
imposed by this Act.

i) The terms “ ineludes ™ and * including ™ when used in a defi-
nition contained in this Act shall not be deemed to exclude other
things otherwise within the meaning of the term defined.

BEC. 1112, SEPFARABILITY CLAUSE.

If any provision of this Act, or the :&pﬂlicati:m thereof to any
person or eircumstances, is held invalid, remainder of the Act,
and the application of such provisions to other persons or circum-
stances, shall not be affected thereby.

SEC. 1113. EFFECTIVE DATE OF ACT.

Except as otherwise provided, this Act shall take effect upon its
enactment,

Approved June 6, 1932, at 5 p. m.
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